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COMING KEADJCSTMENTS IN AGHICDLTDBE— 
DOMESnC PHASES* 

John D. BiiA.ck 
Harvard University 

T he occasion calls for a reversal of the usual order in analysis 
of futurities and for viewing the long-range impending de- 
velopments before the short-range ones. In fact, very little of the 
analysis following assumes a time-span of less than thirty years. 
In this long-range analysis, a world viewpoint is needed, and hence 
some attention to international relationships, but this will be kept 
at a minimum to avoid encroachment on the other half of this 
program. A further assumption is that the world will escape another 
war within the span of years taken 
The primary long-range factor in future agricultural develop- 
ment is the balance of population growth and food-fibre supply, 
and this will receive major attention in this paper. The public 
has been stampeded in the last year or two into a frenzy of wild 
talk about a world threatened with starvation because the world^s 
population is increasing faster than the food supply. We have been 
warned that the world's population is now increasing at the rate of 
twenty million a year. Mr. Norris Dodd of the FAO has said that 
somewhere in the world 57,000 new mouths are sitting down to 
brealdast each morning. One frantic writer believes that the situa- 
tion is so urgent that converting a sizable fraction of the human 
males into eunuchs is a reasonable solution of it.^ 

‘‘‘ A paper presented at a joint meeting of the American Economic Association 
and the American Farm Economic Association at Cleveland, Ohio, December 30, 
1948 

1 The latest example of this is the burst of Sir Hartley Shawcross, Britain’s 
attorney-geneial, that made the front page m the New York Times December 19. 
One can understand why the British, thinking rationally, although in the short-run, 
would lilie to see food as cheap again as it was most of the time from 1921 to 1940. 
But this does not fully account for the British attitude on this subject. If we in the 
United States had lived through the world war and since on the same diets as the 
British, and much of the time in fear that next month might bring actual starva- 
tion, we might very well be in the same morbid state of mind on the subject of food. 
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So far as I have observed, no social scientist with repute among 
authentic social scientists has been drawn into this stampede. 
It will be remembered by many of you that it was a biologist who 
did the principal alarming after the first World War, my former 
Harvard Colleague, Edward Murray East, in his “Mankind at the 
Crossroads.” The alarmists this time are either biologists or men 
who think more like biologists than they do like social scientists. 
Basically, they think of the human race as an immense drove of 
hogs feeding out of one big common trough. They may deny this 
when you face them with it, but it nevertheless underlies and pre- 
determines all their thinking. 

The social scientist approaches this problem like all others in 
terms of existent or potential social units or aggregates. For some 
phases of the population-food supply relationship, the natiou is the 
appropriate aggregate, for others, groups of nations in one trading 
bloc, for others, on the other hand, segments of nations, such as our 
own South, or the Maritime provinces of Canada. For certain as- 
pects of this problem, the aggregate will be as small as the grotlp of 
Spanish-Americans living in the upper Rio Grande Valley of New 
Mexico, In analyzing the relationship of population to food ‘supply, 
the underlying issue in the social scientist's approach ^ Vhether, 
for any one such social aggregate, the rate of %mproveinent %n the 
arts %8 as fast as^ or faster^ than the rate of 'pojpTJtlation increase. If the 
rate for the arts is faster than that for the population, standards of 
living are sure to be rising, except that temporarily, as in Russia in 
some recent decades, and in much of Europe at this stage, the gains 
may be diverted to capital formation. 

The arts in any such balancing are not the agricultural 

arts. For a nation to increase its aggregate or per-capita industrial 
output so as to be able to import more food may be as effective as 
to increase its food-fibre output per wd units farms; and like- 
wise to improve its transport facilities Ss ' . handle food and 

other products more effectively. 

It IS entirely possible, however, that the inability of a social 
aggregate to increase much its output of food or fibre per worker 
because of limited available land resources, is the major factor 
conditioning the rate of increase in the arts and rise in the standard 
of living This was apparently the situation in the United States 
and Western Europe in the early years of the present century. 
Prices of food and fibres rose more rapidly than of most other 
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products from around 1900 to around 1920. There is considerable 
evidence that the turn would have come as early as 1915-16 except 
for the first world war. From 1920 to the second world war, the 
arts of food and fibre production kept fully up with, and surely 
exceeded in some years, the arts in the rest of the economies of this 
group of nations. 

We need to get more clearly in mind the social aggregate that we 
are talking about in the foregoing. It actually includes more than 
the United States and Western Europe. Although it is most con- 
veniently called “The Western Trading Bloc,” it really includes 
all the exporting countries that supply Western Europe with food 
and fibre in sizable volume. 

For population and food-supply analysis, however, it is not suffi- 
cient to define such aggregate solely in terms of exchange of goods — 
exchange of populations also enters into it. Europe may accept the 
sugar, rubber and tea of the East Indies and Southeast Asia; but 
it does not accept its peoples as immigrants. Consequently these 
Eaotern countries have to work out by themselves, in the main, 
their own balances of increases in the arts and increases in popula- 
tion. They are not part of the same social aggregate so far as popu- 
lation iv'^^ationships are involved, as are Western Europe, the 
United States, Canada, Latin America, Australia, New Zealand 
and South Africa. 

What happens, it follows, to the balance of population and food 
supply in India or China, to be specific, has very little direct bearing 
on that balance in the United States, or in France, or Sweden, or 
even the United Kingdom. There may come a time when exchange 
of foods and oti products and of populations, between North 
America or Western Europe and the Far East, will be free enough 
so that the balance of rates in increase in the arts and in population 
in one of this pair figi^’*'’ ’mportantly in standards of living in the 
other. But that ^ all far removed. Efforts of FAO and the 
other units in the educed Nations should be directed toward hasten- 
ing that day, but other more important objects must not be sacri- 
ficed for this one. 

As for the general argument that the countries with good diets 
should share their food with the peoples of the densely populated 
regions, one has only to point out th^t if they had done this in the 
past three hundred years, most of them would now be down close 
to the Malthusian level of subsistence. The hope of the world is in 
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the countries that have escaped such a fate and that can now help 
the rest of the world to escape from it. And if these fortunate 
countries are not to dissipate their precious chance to help, they 
must guard carefully against measures that may seem helpful on 
the surface but in the end will only drag them down toward the 
Malthusian level. And the Malthusian countries must guard 
equally carefully against permitting such mistakes to be made 
ostensibly in their behalf. 

How much of the world is already at the stage where its arts are 
advancing faster than its population? Our Chairman, Howard 
Tolley, considered this point in a paper read before the American 
Academy of the Advancement of Science in December 1946, re- 
cently published in a Symposium ‘Treedom Prom Want, ”2 and 
concluded that only forty per cent of the earth’s human population 
is now living in countries which on the average have reached this 
stage. The progress of humanity toward a goal of food enough for 
all, it is pointed out in another paper in this same symposium, is 
measured by the number and size of the population groups that 
are added to this forty per cent. The forty per cent which Mr. 
Tolley mentioned will become jfifty percent in a few decades, then 
60 percent, etc. How long before countries like China and India 
will start on their way toward their optima? They, as a matter of 
fact, probably have but one direction in which to go. They probably 
are already close to their lowest possible limit. But they are likely 
to rise from this level rather slowly at the start — even if they make 
mighty strides in agricultural technology and industrialization. 
The gains for a few decades will mainly take the form of less disease 
and misery, and longer, healthier lives. The accompanying rise in 
the ratio of production to maintenance rations in their diets will 
presently, however, begin to manifest itself in rising levels of living, 
and this in a few decades in declining birthrates. Unless this stage is 
presently reached, the gains will be lost and the countries will 
start backwards and downwards again away from their optima. 

It follows from the foregoing that each country must work out 
a solution for itself along the lines indicated. No country can do it 
for another. Such a statement is wholly in keeping with the pro- 
nouncements of the Hot Springs Conference on Food and Agricul- 
ture. Number one of these pronouncements was that enough food 


* P, 218 ff., Vol. 11, No. 4, Ghromca Boiamcot Waltham, Mass. 
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can be produced in the world to give all peoples the food they need 
for health and working efficiency. Number two was that the task 
of doing this is the responsibility of each nation. Number three was 
that the task can be done more effectively, however, if the nations 
help each other to do it. 

The reader may be objecting at this point to putting all of west- 
ern Europe m one social aggregate, and all of Latin America. What 
about Spain’s progress in the arts? and Puerto Rico’s? Logically 
there is no difference between grouping these with the rest of Eur- 
ope and of North America, and considering the United States or 
Canada as all one aggregate. Spam, like the South within the 
United States, and Quebec within Canada, is a sub-aggregate 
within a larger one. The sub-aggregates work out their own bal- 
ances between population growth and the arts more or less as do 
nations or groups of nations. Generally, however, the institutional 
concomitants are different. Thus exchange of food and other prod- 
ucts is almost certain to be freer within a nation than among 
nations, and more important, population movements are freer. 
As long, however, as important differences in man-land ratios, in 
outputs per worker, and in levels of living, persist among provinces 
or regions within a country, separate social sub-aggregates exist 

The foregoing suggests the query as to how progress in the popu- 
lation-food-supply balance occurs within such aggregates The 
answer is that generally it does not take the form of raising the 
average level of the whole group at one time. Instead it mainly 
takes the form of accretions to the groups of families that have 
abeady been able to raise their levels of livmg by keeping the 
numbers in then families adjusted to then abilities to feed, clothe 
and educate them. Even the so-called Malthusian countries have 
considerable blocks of families that have made this adjustment. 
These blocks are expanding Sometimes, however, progress in this 
direction is greatly aided in particular areas by a sudden increase 
in output and earmngs arising from new industries, land develop- 
ments, technologies and the like. Commonly in such situations only 
part of the families sink all their gains in the feeding of more mouths. 
Also out-migration from a region can be large enough to help 
importantly — ^it was in the case of Ireland, Norway and other 
countries of Europe in the 19th century. Ordinarily, however, it 
helps much the families that migrate and very little those left 
behind. 
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At this point, it will be wise to stop and deal briefly with a cor- 
relative aspect of threatened world starvation — ^namely, the threat 
of “contfnents sliding into the sea.” We are also being told by some 
that this country has already lost a fourth of its “irreplaceable” 
topsoil, and hence, by implication, a fourth of its potential ability 
to feed its people. Such writing and talking puts the informed social 
scientist of this country in an unhappy position. He knows full 
well that this country has carried the exploitation of much of its 
farm lands too far, and that not to replace these exploitative 
methods with methods that will maintain the soils at a good level 
of productivity, and do this rapidly over the next few decades, is 
very poor economy. He therefore does not want to say or do any- 
thing that will make the efforts of the conservationists less effective. 
Still, he is obliged to say when he meets with his fellow social scien- 
tists, as on this occasion, that neither the people of his own country 
nor those of Western Europe, are faced by dire hunger if they go 
about this more slowly. Only a minor fraction of this lost topsoil 
is irreplaceable. Much of it could be replaced in five or ten years. 
But not without losses in yields and sizable direct outlays on fer- 
tilizer, seed, etc. It is far better economy to farm in such a way as 
to keep much more of the topsoil in place and save these losses 
and outlays. Moreover, unless vigorous measures of this sort are 
taken, considerable land already seriously eroded will become so 
badly worn in the next two or three decades that it will have only 
low-order agricultural use, or perhaps only timberland use, in the 
half-century or more following. And of course those lands which 
have shallow, or sandy or gravelly, or otherwise non-tillable sub- 
soils, can be ruined for good by prolonged erosion. Still, the bal- 
anced judgment must be that if we continue with the measures for 
maintaining the productivity of farm lands that are now under 
development in this country, most of the irretrievable losses will be 
prevented. 

As for Western Europe, most of it has been farmed for centuries 
in ways that maintain a relatively high level of productivity The 
strong shift tow'ard more forage crops and livestock in the last 
hundred years has contributed importantly to this result. 

The sensible report to make on conservation as a phase of the 
food-supply-population ratio is therefore that so far as the social 
aggregate that includes the Umted States and Western Europe is 
concerned, the management of its farm lands could easily be heed- 
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less enough of the future to reduce the levels of food consumption 
in the next fifty or one hundred years; but> barring further des- 
tructive wars, it would have to be almost unbelievably bad to lead 
ultimately to mass hunger. The reasonable expectation is that the 
management will improve rather than retrograde. 

We need next to consider more specifically the part that tech- 
nology and progress m the arts may play in the population food- 
supply relationship in our particular social aggregate. First as to 
the technologies of agriculture. The turning point in the race 
between population growth and progress in the agricultural arts 
that probably came around 1915-16 was the result more of the 
application of science and new inventions to agriculture than of 
pushing out the extensive margins. In some measure, these two 
processes supplement each other — ^the new technology, for example, 
made feasible the utilization of more semi-arid land The limiting 
factor on increase in agricultural output from 1920 to 1940 was the 
ability of the population in our social aggregate to buy the product 
of our acres. In spite of the acreage controls finally adopted in 
193S, total agricultural output in the United States increased 8 
percent between 1933 and 1939. With the sudden new outlets 
created by World War II, output increased a third and still prices 
of food and fibres rose to their present high levels. The major part 
of the increased agricultural output of the years since 1939 appears 
to have been due to higher technical intensity of cultivation and 
new applications of technology. There was a very large backlog 
of technologies only sparingly used in 1940. My friends in the Agri- 
cultural Research Administration of the USDA tell me that there 
is a surprisingly larger backlog today than in 1940. Combinations 
of use of hybrid seed, pest control, heavier liming and fertilization, 
and better tillage, are producing large yield increases. It has re- 
cently been reported that 600 farmers in North Carolina have 
obtained corn yields of 100 bushels or more per acre in 1948. Such 
yields make it possible to grow all the cultivated crops needed on 
the level or nearly level lands. The potential gains from pasture and 
forage improvements are the most important of all. The possible 
gains in livestock production are mainly from such things as artifi- 
cial insemination, and feeding at rates that reduce the proportion of 
the feed going into maintenance. Finally, new engineering develop- 
ments are making feasible the conversion to more intensive use of 
much land formerly considered too dry, too wet, too subject to 
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floods, too stony, too rough, or covered with brush. Outlets, and 
accompanying prices, will again be the limiting factor in expansion 
of agricultural production. Except for the incidence of a period of 
subnormal rainfall, such as 1931-36, outlets will begin seriously to 
limit agricultural expansion in the United States as early as 1950- 
51. This will be true with or without crop-control measures. 

What will be the impact of mechanization on these develop- 
ments? Family economic umts will become larger. Many small un- 
economic units will be absorbed into neighboring farms. Propor- 
tionately fewer workers will produce the food and fibre for a popu- 
lation still more urban occupationally. Farm incomes will rise per 
farm and per worker, even though prices of farm products are likely 
to decline relatively over the next few decades, at least of those 
products that lend themselves to mechanization. 

The nations of Europe will no doubt strive to become more self- 
suflScient m food in the next decade or two. Part of them can in- 
crease yields considerably by a freer use of commercial fertilizer 
than before the war and by adopting the newer technologies of 
breeding and pest control. Surely, for example, corn hybrids can 
be developed that are adapted to the climates of southern Europe, 
That land developments are still possible in lijnited measure is 
illustrated by the plans under way to convert to good pasture land 
the heather- and bracken-covered moors of the British Isles. 

If self-suflSciency had been the sole object, Western Europe could 
have achieved this in the 1930’s simply by shifting about 3 percent 
of its land used to grow feed for livestock to growing cereal and root 
crops for direct human consumption. This kind of self-sufficiency 
is within the reach of Western Europe within a very few years. To 
attain diets with prewar levels of meat, dairy products and eggs 
may take eight or ten years. 

Let us now consider briefly the relation to the foregoing of tech- 
nological progress outside of agriculture. There can be no doubt 
that larger outputs per worker in industry and trade provide bu^nng 
power for more farm products, and more actual spending for food. 
If the average consuming unit in the United States had consumed 
the same food in 1948 as in 1935-39, it would have devoted 21 per- 
cent of its disposable income to food. It actually devoted 28 per- 
cent of it to food. Its income had increased 2 8 times; its food ex- 
penditure S.O times. The general price level had risen 2 0 times; 
retail food prices, 2.2 times. The index of physical food consump- 
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tion now being projected for 1948 is 112 on the 1935-39 base. In 
its peak year, 1946, the comparable index was 118, It is commonly 
believed that shortages of other goods contributed to the high ex- 
penditures on food in 1945-46. The 112 is more nearly normal for 
current income levels.® 

The larger real incomes of recent years have been due much more, 
of course, to steady employment than to technological advances. 
But the impact on buying power is roughly the same in either case. 

It maj help us to judge possible gams from technological ad- 
vance in the next decade to review developments following World 
War I. Output per worker in manufacturing employment increased 
nearly a half in the deacade of the 1920^s. Industry, by 1927-29 
at least, found ways of paying the much higher ivages tliat came 
out of the first world war, provide relatively full employment, and 
make large profi^ts at the end. The gains in output per worker were 
of course much less than this in construction and mining, and still 
less in trade To obtain its personnel, trade had more or less to meet 
the wage competition of other employments. It met this situation 
in part by raising margins — on food the rise betiveen 1913 and 1927 
was from 53 to 59 percent of the consumers’ dollar. The average 
increase in output per worker was obviously much lower than for 
manufacturing alone — ^probably no more than a third of it. The 
index of per-capita physical food purchases is calculated to have 
risen from 96 to 102 during the decade of the 1920*s. 

As for the decade of the 19S0’s, the trends are so much obscured 
by the Big Depression and its aftermath, and by several institu- 
tional adjustments, such as in the shortening of the work week, that 
little more than conjecture is possible By 1938-40, labor in mdus- 
try, when employed, was appreciably more productive per hour 
than in 1928-30, and even a little more per work-week. Food 
margins had risen to 61 percent of the consumers’ dollar. The index 
of per-capita food consumption had risen to 104 by 1939. 

A simple projection of the gains in per-capita income and in food 
consumption of the 1920-40 decades forward to 1970 gives the 
results appearing in the first column of the table following. The 
second column combines these advances with, a projected 23-percent 
increase in the population. 

3 The index forecasted for 1950 m Black and Eiefer’s “Future Food and Agri- 
culture Policy” (p 124) IS 113 for “high-level” employment, and 109 for “moderate” 
employment. 
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It will be obvious from this table that the agricultural adjustment 
problem facing this country in the next two decades is something 
different than simply expanding overall food production. Little if 
any increase in cereals is called for, so far as domestic needs are 
concerned. The land to produce all the other plant products on the 


1970: Percentage Changes from 1935 to 1939 (-f ob 


i 

Food Groups 

Per-capita 

changes 

Per-capita 
changes ^ 
combmed with 
population 
increase of 

23 per cent 

Cereals ... 


- 4 

Potatoes . 

+18 

+ 49 

Sugar . 

+13 


Fats and oils 

- 1 

+ 25 

Pulses 

- 3 

+ 22 

Tomatoes and citrus fruits 

+96 

+147 

Vegetables — ^green, leafy and yellow 

+15 

+ 45 

Other vegetables and fruits 

+28 

+ 61 

Eggs. 

+33 

+ 68 

Meat, poultry, and fish. 

+48 

+ 86 

Milk. ... 

+17 

4- 47 

Consumption index 

122 

150 


1 Prom Black and Kiefer, Future Food, and, Agn&uUure Pokey, 


list can easily be obtained. This country could increase its potato 
and sugar outputs five-fold if these were the foods most needed. 
The crucial question is whether this country can increase its feed 
and forage production around 65 percent over 1935-S9 to provide 
the increase in meat, milk and eggs. The judgment of this writer is 
that it can, and rather easily. The livestock production of 1945-47 
was already fully half way to this goal. Further increases in yields 
plus further land improvements, all within easy view, can supply 
all the feed and forage required for the increased output of meat, 
milk and eggs listed in the table. If progress in the industrial arts 
were twice that assumed in the table, the land resources of the 
United States would still be equal to the task. 

If the population of the United States pretty much levels out 
after 1975 as now predicted, after that there will be only the rising 
level of per-capita food consumption to provide for. 

A parallel analysis of Western Europe’s prospects can reasonably 
assume a definitely slower rate of advance in industrial and related 
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technologies. Notestem and his Princeton associates have predicted 
a leveling out of population growth in Europe exclusive of Russia 
even earlier than in the United States. The most determinative 
factor in the ability of the nations of Western Europe to raise their 
dietary levels by including more meat, milk, and eggs, will be 
their ability to export industrial products and thus obtain the 
needed exchange with which to buy livestock feeds. Even with little 
improvement on this score, at least small gains should be possible 
in most of the countries when their populations stop growing. 

The foregoing analysis has no doubt gone too far in assuming 
first the United States and then the Western Trading Bloc as 
more or less separate entities. First of all, full analysis must recog- 
nize that the people of the United States will consume more im- 
ported foods and fibres as their earnings rise. This will in turn 
release some foods for export. Agricultural imports may very well 
increase more than agricultural exports. 

Second, the individual countries of Latin America present a 
highly varied set of conditions with respect to potential resource 
development, population density, and dependence upon exports 
and imports. This is true but in lesser measure of the countries of 
Western Europe. A full analysis calls for separate consideration of 
these countries as sub-aggregates within the larger framework here 
constructed. 

Third, industrialization in the Par East, when and as fast as it 
occurs, may gradually provide a little new buying power for the 
foods and fibres of the countries with low man-land ratios. For the 
most part, the markets for the industrial products of these coun- 
tries will be within their own countries. They cannot expect to 
invade foreign markets for industrial products in any large way. 

Some one may be inclined to ask what allowance is made in the 
foregoing statements for the activities of FAO in promoting freer 
exchange of food between the exporting and deficit nations The 
answer is “None.” It is possible that surpluses of some products 
will become so large in the next three, five, or ten years that the 
United States and some other nations may take steps to make these 
available to other nations at special prices. The FAO itself has not 
taken any steps in this direction, although this was provided for in 
the Preparatory Commission's program for a world food board that 
was adopted at the Geneva Conference of FAO in 1947. In fact, it 
was one of the principal recommendations of that conference. 
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All of the analysis thus far is in terms of trends over the next 
several decades. If nothing worse, there may be one or two major 
booms and depressions within this time span, and surely there will 
be minor ones. These will produce departures from the trends in 
both directions, and have the general effect of retarding the rise 
toward higher levpls of income and consumption. In terms of 1935- 
39 levels of food consumption, a major depression that might come 
around 1960 if history repeats itself could reduce food consumption 
to an index level of 103 per capita, or 1^1 allowing for an 18-percent 
increase in population by then. The comparable consumption index 
for moderate employment would be around 133-35, and for high- 
level employment, aroimd 14:0. 

It should be obvious from the foregoing that overall production 
and consumption of foods and fibres can easily get out of line with 
each other. It would be expecting almost the miraculous from our 
economy if aggregate food and fibre production expanded exactly 
in line with the growth of population and rise in buying power at 
home and abroad. The chances for maladjustments by individual 
products are much greater than for aggregates. Keeping such mal- 
adjustments from becoming too serious is the major task of those 
who have responsibility for the course of public and private affairs. 

The first line which aids to better adjustment of production and 
consumption should take is supplying the entrepreneurs involved 
with the clearest and fullest possible information as to trends in 
production and consumption and current departures from these. 
We never have done this with anything like thoroughness and hence 
do not know how adequate such a program would prove to be. To 
be safe over the next several decades we therefore need also to try 
out other methods with part of our products. The last Congress 
introduced for the first time, to go into effect with the six basic crops 
on January 1, 1950, a formula device for adjusting prices according 
to carryovers plus the new crop. This is a very crude first design 
of what could be developed into an instrument that might well 
keep production and consumption in fair balance from year to 
year. What such an instrument might look like in its more devel- 
oped form is suggested by the formula now in use in the Boston 
milkslied for adjusting milk prices. This formula includes a measure 
of changing demand and one of change in the prices of its two 
most important and most price-sensitive cost factors, and an ad- 
justment for the changing balance of supply and demand. The 
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adjustments provided in the Agricultural Act of 1948 for the non- 
basic farm products are largely at the discretion of the Secretary 
of Agriculture. He would do well while he has a chance to try out 
carefully designed formulas like the Boston milkshed formula for a 
number of these products. 

One step further than this is forward-pricing — that is, announc- 
ing in advance the price which it is believed will keep supply and 
demand in balance. Forward-pricing is likely to prove more work- 
able if there is combined with it some provision of the sort in the 
Act of 1948 for adjusting the price with the size of the crop when 
it is harvested. 

Any one of these three devices, if it is really to do the job needed, 
must be supplemented by provisions for storage of abnormally 
large outputs and also for distribution outside the usual channels 
of trade, the latter not just on an emergency basis, but more im- 
portantly, on a planned combined production- and consumption- 
adjustment basis which shifts resources into desired lines of pro- 
duction instead of waiting for surpluses to arise 

Unless consumption and production are kept in reasonable ad- 
justment by such methods as these, we shall have individual pro- 
ducer quotas again, and very soon in the case of cotton. Applied 
in their prewar form, that is, based on past production, these can 
be exceedingly damaging to the agricultural economy. The least 
objectionable of such quota systems is the one which would limit 
the quotas to a share in the domestic demand for the product, 
which share would sell at whatever price it would bring in the 
regular domestic market, and leave the producer free to produce 
what he wants to for export, and more particularly for disposal 
outside of the usual channels of domestic and foreign trade, at a 
lower level of prices. One proposal is to limit the individual quotas 
to a fraction, perhaps a half, of the individual producer’s share in 
the domestic market, such share being based upon a 3-year or 5- 
year moving average of his past production. This procedure would 
still retard needed adjustments in production, but probably not 
disastrously. 

The task of maintaining good adjustment is of course made much 
more dfficult by the short-run cyclical variations in buying power 
and consumption mentioned earlier Especially do they accentuate 
the need for supplementary food- and fibre-distribution programs. 
They may also require, for practical reasons, some form of farm 
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income supplements. The less that these are made in cash handouts, 
and the more in the form of aid to needed production and consump- 
tion adjustments, the more helpful they will be. 

A final brief word as to the probable direction that adjustments 
will need to take in several sectors of our agriculture. The North- 
east is likely to see increasing relative demand for dairy products. 
This will induce improved pasture and forage management, more 
mechanization, larger family farm units, and a growing confidence 
in the agricultural outlook for the region. The accompanying gams 
in efficiency should make relatively lower prices possible. The 
acreage in crops will increase very little, but considerable brushy 
pasture will be improved. 

The only changes in the Corn Belt will be a general moderate 
intensification of farming, achieved by use of more machinery, 
power, and fertilizer, rather than by the use of more labor Still 
more of the smaller farms will be absorbed into fully mechanized 
family farms. Cultivated crops will tend to be concentrated in the 
more nearly level lands, and the sloping lands will go into longer 
rotations and under more intensive grassland management. Meat 
prices will decline less relatively than dairy product prices. 

Farming in the Great Plains will become more diversified. Farm- 
ing systems which combine crops with livestock will be pushed 
farther westward. More range will become pasture, and more 
winter forage will be grown. The region will depend less on wheat 
as time goes on in spite of immediate developments in the other 
direction. 

The South will see the largest readjustments of any major part of 
the country. Over large sections of the South, cotton will decline 
to the position of an important supplementary cash crop. The core 
of the farming systems in these parts of the region will be the grow- 
ing of forage, corn, and winter small grains and feeding these, first, 
to dairy cattle, second, to beef cattle, and third, to swine. The 
farms over large areas will go under intensive grassland manage- 
ment, Needless to state, accompanying these changes will be a large 
absorption of small farms into neighboring farms to make economic 
units of the type indicated for the Northeast, which will make as 
full use as they can of modern power equipment. The prospective 
changes in this direction are so great that they will not be completed 
in less than half a century unless private and public credit and 
farm planning services are provided in large measure. 
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In the parts of the South where cotton can be grown in fairly 
large fields under full mechanization, with yields of a bale per acre 
or more, cotton growing will not only persist, but will expand some- 
what. This will also be true in the western areas with lighter rainfall 
and low yields lending themselves to other types of mechanization. 

Vegetable and fruit growing will expand moderately, especially 
in the South and Far West, to provide for our growing population 
and larger inclusion of these foods in our diets. 

Does not this brief exhibit point to the simple observation that 
with adjustments of this order in prospect over the next several 
decades, the economists working in agriculture have an unusual 
opportunity to be highly useful, but also to be obstructive; and 
this is surely true of whatever measures of public aid are adopted. 
Both can function, and have functioned, in both of these ways. 
The obstruction is most likely to come from those who think they 
know most about it because they have been living with it most 
closely. 
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P ROFESSOR BLACK with characteristic vigor, delights in 
calling a spade a spade. He will have no truck with the food- 
population rubbish that has come to shore in the backwash since 
the war. Those few biologists and popular writers who are com- 
mercializing on this rubbish will find Professor Black’s analysis too 
distasteful and too rough for their neo-malthusian fiction intended 
to instill fear and consternation into our optimistic souls. Or is it 
motivated simply to acquire a bonanza from the sales of books 
on this topic? Professor Black’s cryptic observations both on the 
different social aggregates in relation to food and population, and on 
soil conservation, are timely; they should clear the air on these 
issues. 

In putting his case for separating the social aggregate of India, or 
of China, and that of the United States in analyzing the forces 
affecting the population-food balance. Professor Black of 1948 is 
quite at variance with Professor Black of 1946. As between the two, 
it will be apparent at once why I prefer the views that he has ex- 
pressed in the present paper. At the meeting of the Farm Economic 
Association in Philadelphia, in 1946, in commenting on my paper, 
‘Tood, Agriculture, and Trade,” Professor Black felt that I was 
altogether too negative in emphasizing the economic separation 
that exists between these populations with altogether too little 
food and those with virtually enough food. I stressed at that time 
the slow, nevertheless significant welfare contributions that could 
be achieved by trade and by capital movements among countries 
in a trading world On all of this, Professor Black made this com- 
ment "... Professor Schultz’s program in the International field 
consists, practically speaking, of relying upon such transfers . . . 
as may be induced by freer exchange of farm products and freer 
investment of capital in foreign industrial ventures, and upon the 
slow evolution of international institutions for stabilizing employ- 
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ment, with intervening use of such buffer arrangements as may 
slowly evolve. Other measures are to be set aside to give these three 
a chance to evolve- The PAO program, insofar as not included in 
the three types of measures favored, becomes a program merely of 
‘the extension of knowledge of nutrition,’ and ‘the export of tech- 
nology and skills.’ This reviewer is unable to look upon such a diag- 
nosis of the situation as other than preponderantly negative.” 

Compare this remark of two years ago with that in the paper be- 
fore us, “ . . . industrialization in the Far East . . . may gradually 
provide a little more buying power. . . . The markets for the in- 
dustrial products of these countries will be within their own coun- 
tries. They caimot expect to invade foreign markets for industrial 
products in a big way . . . someone may be inclined to ask what 
allowance is made in the foregoing statements for the activities of 
PAO in promoting freer exchange of food between the exporting 
and deficit nations. The answer is, ‘none’,” 

I realize that it is altogether too easy to get remarks of this kind 
out of their context. In focusing his guns on the population scares 
that are now current, Professor Black has taken good aim, firing 
from well-chosen ground In applauding the effectiveness of his 
shots, I merely went to indicate that in achieving his objectives he 
has left altogether too little room for the international efforts of 
PAO or of other groups and organizations in terms of positive 
contributions that they can make to important aspects of the food- 
population problems in the world. 

Let me close this review by calling attention to several subsidi- 
ary matters: 

1 Professor Black expresses the belief that 1915-16 was probably the 
turning date when the forces increasing the supply of food overtook 
and outdistanced the forces increasing the demand for food in the 
United States. The importance of such a turning point can hardly be 
overrated I feel that Professor Black’s insight on this matter should 
be formulated as a hypothesis and put to a careful test, not so much 
for the purpose of ascertaining the exact date, for that is not nearly 
so important as determ in ing the nature of the forces and their respec- 
tive importance in the food-population mechanism of the United 
States. 

2. Professor Black states at one point in his paper, that “Outlets, and 
accompanying prices, will again be the hmiting factor in expansion 
of agricultural production.” 

Relative prices in any viable price economy are by definition the 
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apparatus that controls the allocation of resources. Accordingly, 
no matter how high or how low the price is under given supply 
and demand conditions, it establishes both the upper and lower 
limits to the amount of resources that will be utilized in farming. 
In this context, the above statement as it stands is not a meaningful 
proposition since it is always true by definition. My point is simply 
this, that some restrictions are required to give this statement 
meaning. I recognize that the necessary restrictions are implicit 
in Professor Black’s argument, but to avoid misunderstanding, 
they should be made explicit. 

3. Professor Black’s sucdnct review of “the part that technology and 
progress m the arts” have played in increasing the supply of food can, 
of course, be elaborated. I would be inchned to place somewhat more 
emphasis on the declining importance of land which has occurred as a 
result of the ease with which new forms of capital can be substituted 
for land resources. Moreover, the resources devoted to the improve- 
ment of the state of the arts in agriculture, including both research 
and extension activities, continue to run exceptionally high. The best 
years are in all probability still on ahead. 

4. Professor Black anticipates an early return to individual producer 
quotas, especially in the case of cotton. He views these as damaging 
but finds quotas designed to induce export dumping “the least objec- 
tionable.” By what standards, he does not indicate. The policy im- 
plications of this statement by Professor Black are as disturbing as 
they are far reaching. 

5. The outline listing the adjustments that seem likely for the agricul- 
ture of the Northeast, Com Belt, Great Plains, South, and the Far 
west, is full of valuable insights- One sentence however, puzzles me. 
It is, **Meat prices will decline less relatively than dairy product 
prices ” No bench mark is given. Surely, Professor Black is not taking 
ld48 as his point of departure. 

But all of these pin-pricks aside, the paper on which this review has 
focused, succeeds in putting the problem of the supply of food 
into a meaningful frame of reference for economic analysis. He is 
not disposed to conjure the devil in dealing with either conserva- 
tion or population. 
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I T IS useful and stimulating, upon occasion, to lift one's eyes 
from routine daily tasks in an attempt to evaluate forthcoming 
developments. It is only by placing our daily activities in the con- 
text of long-term policies and goals that we can give meamng and 
direction to the concrete piece-meal problems which daily confront 
us. Without such stocktaking we are in danger of losing ourselves 
in a maze of trivia. Even governmental admimstrators — or should 
I say especially governmental administrators — ^require such peri- 
odic stocktaking. But the difficulties are great It seems as if the 
very nature of public administration, the duties and problems 
which land on one's desk every hour of the day, make the task of 
long-term thinking something to be put oflE until tomorrow. It is 
perhaps inevitable that the next step should be to make a virtue 
of the necessities of life in a governmental office and to regard with 
a certain amused skepticism the planners and visionaries. 

It will be useful to state a few basic assumptions which underlie 
my thinking on the coming readjustments in agriculture. 

The first of these is that, for better or worse, government will 
consciously “interfere” more in the future than in the past with the 
activities of the individual, in what it considers to be the social and 
economic interests of the entire group. Such conscious interference 
may, of course, be no greater than that which it has exercised, 
frequently unconsciously, in the past. Moreover, the interference 
may be largely, if not wholly, of the incentive type which appeals 
to the economic egoism of the individual and not of the regulatory 
or restrictive type which is often associated with governmental 
paternalism. 

The second assumption is that the economic and social planning 
of governments will continue to be influenced by national political 
and military considerations, but that over the next decade or two — 
which is as far as the writer is prepared to probe the future — these 
considerations will be less a determinant of government policies 

* A paper presented at a joint meeting of the American Economic Association 
and the American Farm Economic Association at Cleveland, Ohio, December 30, 
1948. 
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than in the past. The ramifications and extent of the impact of 
political and military considerations on economic policy will, of 
course, vary from country to country in accordance with the 
political and military problems which it appears to confront and in 
accordance with the evaluation of future trends m the political- 
military sphere which its statesmen adopt Some countries may, 
indeed, follow a policy of depressing production and consumption 
of goods and services which do not serve to further essential mili- 
tary purposes But these instances are assumed to be relatively the 
exception rather than the rule. The writer realizes that this assump- 
tion may be invalidated by future events, but any other appears 
to him to be the council of defeat. 

The third assumption, indeed this can be stated as a fact, is 
that the world’s population will continue to increase steadily during 
the next few decades and that, in' the absence of governmental 
measures to prevent or minimize it, any increase in the real income 
of any population group reflects itself in an increased demand for 
the products of agriculture. Whether the increase in demand for 
such products is more or less than proportional to the increase in 
real income is, and if the writer remembers correctly has been, a 
matter of some debate. 

Finally, it is assumed that the world’s agricultural plant is cap- 
able of meeting future demand for its products without a dispro- 
portionate increase in the resources devoted to agricultural pro- 
duction. Indeed, the writer is prepared to put this assumption in 
the “fact” class, and consequently agree completely with the re- 
marks Dr. Black has just made on this subject. 

Let us now, on the basis of these assumptions, consider the pos- 
sible impacts on agriculture of the current conscious governmental 
emphasis on capital formation, which seems to the writer to be the 
outstanding socio-economic postwar development. The reasons for 
this emphasis need not detain us long. One is, of course, the physical 
destruction of World War II — a war which cost, according to re- 
cent estimates, more than 1,352 billion dollars, seven times the 
cost of World War I. Another is our advancement from kinder- 
garten to first grade — ^the writer hesitates to say from grade school 
to high school— in our knowledge and understanding of the science 
of economics and its application to our daily problems* A third, al- 
though the validity of this reason may be debated, is the growing 
belief that the economic interest of the individual and of the group 
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are not necessarily synonymous. Be that as it may, one can hardly 
turn to any part of the world today without seemg the evidence on 
every hand. Development programs, or should we say plans since 
implementation still lags far behind, are the order of the day — in- 
dustrial development, agricultural development, colonial develop- 
ment, ad infinitum, and as the obverse side of the coin — austerity 
programs ! 

It IS, of course, axiomatic that the larger the proportion of the 
gross national product devoted to capital formation, the smaller 
must be the proportion available for current consumption. In major 
part, the products of agriculture are currently consumed. It follows, 
then, that during the accelerated capital formation period — ^re- 
ferred to hereafter as Phase I^ — the efforts of governments will be 
directed to reducing the effective demand for, or the availability of, 
of, agricultural products as a group by means of any or all of the 
devices that are available to it — ^high individual taxes, forced or 
high-pressnred savings, rationing, import controls, and the like. 

Ob\dously the compressibility of current consumption varies 
greatly from country to country. It is of one order of magnitude in a 
country with relatively high “standards of living’^ and of an en- 
tirely different order in a country where most of the inhabitants 
are at, or below, a bare subsistence level. The rate of potential 
capital formation, it may be noted in passing, is not only a function 
of the compressibility of current consumption, but of the extent 
of a country’s idle productive capacity. The Umted States, for 
example, devoted nearly 45 percent of its current output in 1944-45 
to the war and at the same time was able to provide its civilian 
population with 10 to 15 percent more goods and services per capita 
than in 1938 The Umted Kingdom, on the other hand, devoted 
only slightly more — about 50 percent — of its current production to 
the war effort but had to cut the supplies of goods and services 15 
to 20 percent below prewar.^ 

Let us hasten to add that the compressibility of current consump- 
tion as a concomitant of capital formation is much more than a 

1 Phase I may be defined as the period begmning a year or so after the end of the 
war and ending when current production would thereafter be sufficient to maintain 
the quantity and quality of current consumption at the prewar level, or for some 
countries with a very low prewar consumption, at a somewhat higher level reflecting 
mimmum standards of health, working abihty and morale. The length of Phase I 
will, of course, vary from country to country. 

2 The Impact of the War on Civihan Consumption in the United Kingdom, the 
United States and Canada G P.0. 1945. 
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mathematical function of the standard of living. It is influenced by 
an enormous range of social, political, physical and psychological 
factors. Leaving all other considerations aside, the United Kingdom 
can compress current consumption infinitely more than France or 
Denmark merely by virtue of the physical fact that it imports such 
a large percentage of the commodities falling into this category. 

Of special significance during Phase I is the impact of govern- 
mental programs of capital formation on the consumption and 
production of individual agricultural products or groups of these 
products. First of all, it must be recognized that even in the case of 
countries with a high standard of living the compressibility of the 
physical volume of food consumption is relatively limited, partic- 
ularly over any considerable period of time and if adequate recogni- 
tion is given to the necessity of maintaining the health and vigor 
to do an ‘‘honest day’s work.” Perhaps the best single measure of 
physical food consumption is caloric intake. Very few countries 
would find it possible to cut their caloric intake by more than 10 or 
15 percent without a disproportionate loss in national output.® 
Hence, most countries will in any event, if at all possible, plan to 
produce or import suflicient food to maintain caloric intake at or 
near prewar levels. 

The effect on current consumption of concentration on capital 
formation becomes even more apparent when the qualitative com- 
position of the projected consumption patterns is examined. Stress 
is laid on the production or importation of those foods which con- 
stitute cheap sources of energy — ^primarily carbohydrates such as 
cereals, potatoes, and, to a lesser extent, sugar. On the other hand, 
the production and especially the importation of high cost foods 
are to be discouraged or limited to the extent permitted by physi- 
ological considerations and the willingness of the individual con- 
sumer to accept changes in long ingrained eating habits. 

Administratively, this two-fold policy is relatively easy to im- 
plement in so far as imports are concerned — ^and the impact on the 
foreign producers is apt to be direct, and in the instance of pro- 
ducers of high-cost foods, painful. Its specific implications on 
American agriculture will be examined later on in this paper. The 
domestic producer, on the other hand, is very apt to find this policy 

8 Average daily per capita caloric intake in Germany in 1946-47 was about 25 
percent below prewar, but distortions between urban and rural consumers as a result 
of the low national average made large segments of the urban population incapable 
of doing sustained physical or even sedentary work. 
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rather to his liking. The average consumer tends to be a rather 
unreconstructed individual whose taste and demand for ‘‘high-cost” 
foods is not going to disappear merely because his government has 
decided to undertake a vigorous program of capital formation, as 
long as he has the financial resources and would rather spend than 
save. So the government has to attempt to contain this demand 
by various and sundry measures ranging from high individual 
taxes to ratiomng. Frequently the measures are inadequate or un- 
enforced so inflation and black markets become more or less gen- 
eral. Thus, any government, even though its internal management 
is effective and its budget exemplary, continuously has to balance 
the advantages of a rapid rate of capital formation against the in- 
ternal administrative diflSculties so created. 

So far we have have been considering the “saving” aspect of 
capital formation. Let us turn briefly now to the investment aspect 
in Phase I. In what kinds of production should governments invest 
or guide private investment — ^in industry, in agriculture, or both, 
and if the last, in what proportions? This is the crux of the prob- 
lem and the area in which human fallibility is likely to be most 
apparent. Purely economic considerations involving the rate of 
capital formation desired in Phase II, the “comparative advan- 
tage” of alternative lines of capital investment, and the plans of 
other national political entities are only some of the factors which 
have to be weighed. Others include military considerations and the 
internal political customs and habits of the past. 

Generally it seems to the writer that the tendency will be for a 
considerable number of countries whose resources and experience 
suggest that their advantage lies in industrial production to place 
too much, and therefore uneconomic, emphasis upon capital in- 
vestment in agricultural production. This tendency appears likely 
to be accentuated, first, by the fact that the major surplus agri- 
cultural producers happen to be hard currency — or “dollar” — 
areas, and, second, by the fact that the practice of maintaining 
relatively fixed exchange rates creates what appears to be a physical 
“dollar shortage.” At this point the writer should like to digress 
long enough to clear his own thinking on this matter. 

Since a vast majority of the world’s governments maintain rigid 
control of their official exchange rates, the shortage of dollars ap- 
pears to be an absolute shortage. If exchange rates were permitted 
to adjust themselves to one another relatively freely, then the 
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dollar shortage would manifest itself in the high cost of dollars. Our 
wartime experiences indicate that most of us have a different 
psychological reaction to the high cost of a commodity than to an 
absolute shortage of it. 

For a variety of reasons which we cannot consider here, the 
dollar areas are currently the major source of many vital food 
imports, and in an effort to save the dollars being spent for these 
products uneconomic agricultural production plans may be under- 
taken which would not be initiated if exchange rates were free to 
reflect relative currency values. 

In addition, the ratiomng of dollars by direct governmental con- 
trol of the issuance of foreign exchange is bound to result in a differ- 
ent pattern of imports than if it were left to the indivjidual to com- 
pete for the scarce dollar exchange resources and to utilize those he 
acquired as he saw fit. In the latter case imports of high-cost foods 
would undoubtedly decline greatly but a small flow would be 
likely to continue; in the former case, they may, and frequently are, 
cut off entirely. 

Finally, it will be noted that in Phase I, food-importing countries 
will tend, in consonance with theb import programs, to emphasize 
within the domestic agricultural sector the production of low-cost 
foods — cereals and potatoes among the carbohydrates, and milk 
among the ‘^protective” foods. 

How long is Phase I of capital formation likely to last.^^ No 
definitive answer is possible. Moreover, it will vary from country 
to country but some clues may be garnered from the information 
that has become available on the long-term plans of the countries 
participating in the European Recovery Program. Phase I, as de- 
fined, is expected in the majority of these countries to continue 
well beyond 195S-53. Consumption of food even by 1952-53 is 
projected at a level, in terms of its composition, below that of the 
immediate prewar years, which in themselves were by no means the 
highest on record. 

For 1948-49 the programs of the participating countries con- 
template an average caloric intake of about 2,700 per person per 
day for the entire population, which is about 200 calories above the 
average of the previous year but 100 calories below the average 
prewar level, and 600 calories below the current level in the United 
States. The deterioration in the quality of this year’s food intake, 
as compared with prewar, is even greater. Per capita meat con- 
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sumption is estimated at about 30 percent below prewar, fats more 
than 20 percent and dairy products about 10 percent below prewar. 
And prewar qualitative standards will not be regained, according 
to present plans, even by the end of the Marshall Plan period in 
1952-53. The reduced level of 1948-49 consumption of some high 
cost foods reflects, of course, reduced current world availabilities 
but 1952-53 levels constitute planned adjustments which reflect 
the emphasis on capital formation. 

Personally, the writer believes that the improvement will ac- 
tually be greater than envisaged by the planners. The effects of 
mechanization to be undertaken during this period of capital in- 
vestment, greater use of fertilizers and better seed, and expansion 
in the application of existing scientific knowledge could easily re- 
sult in more production from the level of investment in agriculture 
now envisaged. Social pressures may prevent governments from 
reducing current consumption as now planned, and experience may 
indicate that current consumption has been compressed well beyond 
the point of dimimshing returns. Somewhat less capital formation 
and somewhat more current consumption might well result in an 
increased aggregate output of goods and services even during 
Phase I. 

So far the discussion has been directed to a possible sequence of 
events in countries where relatively large opportunities exist to 
compress current consumption. As such it applies most specifically 
to areas such as Western Europe. But with different time lags it 
appears equally applicable to other areas. The political and social 
organizations that have come into existence in Eastern Europe 
enable the governments to prosecute even more vigorously, though 
perhaps less effectively, programs of capital formation at the ex- 
pense of current consumption. But there is one marked difference, 
which is of special significance. In Western Europe political mili- 
tary forces, as well as lack of viability in relation to the dollar ex- 
change area, are interpreted to require capital investment in agri- 
cultural patterns to produce the maximum quantity of low-cost 
calories, whereas, it would appear to the writer that more emphasis 
on industrial capital for investment would, in the long run, yield 
greater economic returns. In contrast. Eastern Europe, due to the 
political and military situations combined with peculiar agricul- 
tural and industrial conditions prevailing in those countries, the 
very opposite appears to be the case. Capital investment is being 
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concentrated on industrial development, although with the 
abundance of land in relation to population and the low levels of 
agricultural productivity, greater economic returns could unques- 
tionably be obtained if more capital resources were to be expended 
to stimulate agricultural production. 

One of the direct effects of the preoccupation of Western Euro- 
pean countries on capital formation in agriculture has been the 
growth of interest in colonial development. Large schemes to raise 
colonial production of fats and oils, cereals and other products have 
been launched and more are in preparation. These schemes involve 
the expenditure of considerable resources to open up new land 
areas, to spread mechanization of agriculture, to improve agricul- 
tural techniques, and to provide greater inducements to agricul- 
tural producers. Perhaps some of the projected investments m 
colonial agriculture would yield not only quicker returns but larger 
returns if they were directed to certain countries in middle stages 
of capital investment in which agricultural output could be sub- 
stantially increased Tvdth only moderate capital expenditures, or 
to the exploration and development of non-agricultural raw mate- 
rials. 

Most Asiatic countries fall into a sharply different category. 
Statistics are inadequate for precise measurement of trends and de- 
velopments. Population continues to increase, however, while 
political unrest and destruction caused by the war may well have 
caused the previous very low level of capital formation to become 
negative, and there are no immediate signs of any sharp reversal in 
the current situation To reverse the present trend will not be easy. 
Very large financial resources will be necessary, in spite of the 
availability of cheap labor. For the next few years, it is diflBcult to 
foresee more than a stabilization of the very low consumption 
standards existing at present, or at best very slight improvements. 
Negotiations of international trade and commodity agreements 
among the countries of the Far East could help. With the limited 
capital available for investment purposes, it is imperative that it 
be used so as to secure the highest possible returns. A measure of 
specialization, with some countries concentrating their capital on 
industrial development while others use capital resources to de- 
velop agricultural production, would unquestionably be prudent; 
but political forces may influence negatively policies in this sphere. 
Furthermore, it remains yet to be seen to what extent foreign 
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capital and foreign scientific know-how will be associated, or, for 
that matter, will be willing to become associated. 

Let us now consider briefly the implications of the preceding 
analyses on American Agriculture and the readjustments which ap- 
pear in prospect for it. In order to do so we need to examine the 
postwar volume and composition of our agricultural exports Ac- 
cording to recent estimates, U. S. Government loans and grants in 
the three fiscal years beginning July 1, 1945 amounted to 16.6 
billion dollars. Private U. S. sources provided in the same period 
about three and a half billion dollars in the form of loans and gifts. 
In addition liquidation of foreign gold and dollar assets provided 
about 5 billion dollars to pay for TJ. S. goods and services. These 
were the main sources from which the 25.5 billion dollar balance- 
of -payments deficit of foreign countries vis-a-vis the United States 
was paid for in the period from July 1, 1945 to June 39, 1948. 

A large proportion of these dollar resources, as well as current 
dollar earnings were used for the purchase of U. S. agricultural 
products, which in 1947-48 amounted to 3-4 billion dollars, or 
about 4J tunes the average annual exports during the thirties. 
Cereals became the most important U. S. agricultural export, by a 
wide margin. The three year average exports of nearly 475 million 
bushels of wheat per annum — ^as compared with an average of 
about 70 million bushels a year during the thirties — stands as a 
monument to the capacity of American agriculture to produce, and 
reveals the character of the new demand But it must be noted that 
exports of dairy products, eggs, fresh and processed fruits and 
tobacco, while large in comparison with prewar for the whole three 
year period, began to show, by 1947, a marked tendency to decline. 

During the period of the Marshall Plan, extraordinary assistance 
furnished by the United States to Europe will decline from the 5 
billion dollar level of the first year to zero in the fifth year Let us 
assume for our discussion that it will total 15 billion dollars over 
foiu* years — ^about 60 percent of the net balance of payment deficit 
of the three years which ended on June SO, 1948. Unless, which is 
highly unlikely, sales of goods and services to the United States 
and private capital investment abroad, fill the entire gap between 
8.5 billion dollars which represents the average annual net balance 
of payments deficit during the first three postwar years, and about 
4 billion dollars which represents the annual average Marshall 
Plan aid, exports for the period 1948-53 cannot possibly approach 
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the 1945-48 level. Because of the compression of current consump- 
tion during Phase I, high cost agricultural products will be especi- 
ally vulnerable. On the other hand, a relatively high level of exports 
of cereals, other low cost foods and products needed for special nu- 
trition programs, for morale, or for incentives may be anticipated 
since other supply sources do not appear to be in prospect to meet 
the requirements of the importing countries for these products 

As current programs of capital formation achieve their objective 
of increasing production of goods and services, i.e., as we move 
from Phase I to Phase 11, the trend in our exports of agricultural 
products will be influenced to a very considerable degree by our 
willingness to import (and, in the case of some commodities, at 
least, by our domestic pricing policies). 

The question is the rapidity with which individual countries 
reach Phase II or indeed whether this stage will be reached in the 
foreseeable future. If it is not, then any balance which may be 
achieved is likely to be of a precarious nature, dependent for its 
survival on consumption below the prewar level, accompanied by 
restrictions on foreign exchange and foreign trade — and, further- 
more, on the maintenance of uneconomic forms of domestic pro- 
duction, at the expense, basically, of the national standard of Uving, 
The answer to this question will depend to a very large degree on 
our ability and willingness to open doors through which foreign 
countries can bring their products, in ever-increasing quantities, 
for sale here. 

If the preceding analysis is valid, the development of Phase 11 
should witness the maintenance and perhaps even expansion of the 
demand of many countries for many of the agricultural com- 
modities which have come to figure so prominently in our export 
picture; but our import policies will be of very great importance in 
determining whether countries deficient in these agricultural 
commodities will look to the United States or to other supply areas 
for meeting their requirements or even do without them and, no 
less important, the speed with which the transition from Phase I 
to Phase II is effected. 
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I T IS one of the paradoxes of our particxilar society that we 
prefer to pretend that we do not plan — ^not, at least, as a whole 
society — ^and that, if we did, some essential liberties would have to 
be sacrificed. This pretense is less difficult to understand than it is 
to excuse. It is part of our backward look, part of the larger pretense 
that the world is simpler than it is, that it is like it used to be. 
Simple folk prefer simple institutions; and the smarter ones, who 
know what is occurring, are thus enabled to manage modern com- 
plexities to their own advantage. As a matter of fact, much — even 
most — of the planning in contemporary society is done by those 
who use it for their own purposes rather than those of the public, a 
situation which is remedied only slowly as time passes. But it is 
gradually remedied. Especially, in every crisis, formal and suitable 
public organizations take over the planning functions. When the 
crisis is past, there is reaction and most of what has been devised 
is scrapped.^ But each time something remains. By now, even in 
‘‘normal” times, there are at least rudimentary institutions for 
creating a picture of the future; and there are others which assist 
in making decisions reflectively rather than capriciously. 

In no part of our social life is planning so carefully and so 
democratically done as in agriculture; in no part does it so nearly 
approach the necessary completeness for inclusion in a national 
plan. It may seem paradoxical to say that this is because in agri- 
culture it has been so difficult to do; but it is nevertheless true. The 
disadvantages agriculture has suffered and their repercussions on 
the rest of the economy have gained consent to the gradual growth 
of a formidable organization for outwitting a whimsical nature as 
well as a hostile economic system. It is paradoxical too that in the 
industpy which has been slowest to increase in unit-size, the scale 
of planning for it should be the widest; but that is also true. It is 
true because markets for staple farm products are nation-wide, 
because problems are common ones, and because stability depends 
on general arrangements. 

^ Within the memory of many men still living there have been three such crises: 
World War I, The Great Depression, and World War H, each of which left a residue 
of planning institutions. 
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la accordance with the rule that haman beings prefer simplicity, 
the farmer prefers not to think of himself as the subject of elaborate 
study and as an object of social management. The farmer, as a 
matter of fact, of all people in our society, regards himself as the 
most independent; and economists would doubtless say that 
agriculture is likely to be the last stronghold of laissez fairs. Yet — 
and perhaps partly because of this — ^the influences which impinge 
upon American agriculture, aside from those of nature — sun, rain, 
and wind — are almost all of them by now at least national in scope. 
Many of them are global. 

Farmers may prefer to believe that they decide a good deal for 
themselves, and actually they may, for the moment, for the short 
run, but actually most of the issues about which they may regard 
themselves as free to choose, are decided in places and in ways 
which are far from local and far from individual. The decisions may 
be reached by the automatism of the market, since many farm 
prices come nearer the classical economists’ ideal than any others 
in our economy. Or they may be reached in elaborately arranged 
processes which are as unlike the market automatism as is pos- 
sible — ^such, for instance, as the referenda devised by the Agricul- 
tural Adjustment Administration in which national decisions are 
made regarding production. But in either case, the role of the m- 
dividual is that of joining in a vast social process. These two choices 
really represent the farmer’s available contemporary alternatives. 
He may abstain from taking part in the economic democracy of 
the Department of Agriculture and learn that he has registered an 
unconscious vote through the market mechanism; or he may decide 
to participate and become one of many in a vast process of con- 
scious decision-making. In abstaining, he has not abstained; in 
participating, he has not been so much of an individualist as he has 
regarded himself as being. 

The farmer comes to understand the inescapable socialization of 
agriculture or he does not; but at least he feels himself more and 
more caught up in an on-going process. And he either participates 
in attempts to influence it or he submits to having others do it in 
his name. This last is not very agreeable from the democratic point 
of view and the more independent-minded resent it. Yet it is what 
actually happens. As a result, there has come into this most in- 
dividualistic of occupations the most elaborate planning known to 
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our economy, equipped with machinery for all the pre-planning 
processes and with a bureaucracy which, like all bureaucracies, 
sometimes conceives itself as having divine rights, but which on the 
whole has given agriculture a far more secure place in the economy 
than it would otherwise have. And all this has been in spite of pro- 
fessions by everyone concerned of unshakable loyalty to laissez 
faire. 

The most pressing contemporary question is whether, as plans 
are attenuated and controls relaxed, economic storms will not come 
again. Planning devices were steadily strengthened during the New 
Deal and the war years; but many of them were given up at the 
coming of peace. How serious this will be depends upon the length 
to which attenuation and relaxation go; but already there are visible 
dangers. Most of the revulsion from the idea of planning comes 
from not appreciating its necessary processes. That these are neces- 
sarily more democratic — ^that is based on substantial agreement — 
than most others of government is not usually realized. They do 
require machinery and the machinery has to be operated by ex- 
perts; but they largely consist in regularizing and making effective 
what is otherwise done but not done as well as is required in 
society. 

How is planning done, for instance, for production? The picture 
of a farmer sitting down on a winter evening and conjuring out of 
his inner consciousness a program for his year’s operations leaves a 
good deal out of account, especially in our times. His decisions are 
apt to be based on elaborate information as to the marketing pos- 
sibilities of what he intends to produce as well as on what he 
knows or can learn about production. This information has come 
to him through a multitude of contacts and from many sources, 
many of them especially devised as contributions to his decision. 
These may be interested or disinterested. According to the theory 
of independence, he makes up his own mind in a welter of conflict- 
ing suggestion. Actually he follows occupational advice from 
sources he has learned to trust — ^his county agent, or bulletins and 
periodicals whose sources are known to him. And these are supple- 
mented by special advice on many occasions either when he feels 
the need of it or when the welfare of agriculture, or even, some- 
times, of the economy (in case of war, for instance) requires it. Or 
perhaps his choice is even more severely limited by not being able 
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to participate in certain benefits unless he chooses a certain course. 

At any rate, behind the guidance a farmer gets these days is a 
most careful structure of planning, built upon long researches at 
experiment stations and in the oflSces and laboratories of econo- 
mists to the support of which more and more public funds go as we 
grow more civilized, and these have been narrowed and refined by 
pre-planners. The web of information grows more complete; it 
forms a firm, if narrow, support for individual decision. And usually 
the individual finds it reasonable to lean on it. It needs to be firmer; 
it needs to be more free from contamination by the interested and 
the prejudiced; it needs to be more carefully organized. But most 
farmers do lean on it and they expect others to do so too, thus 
making a program of action as well as planning. 

The orgamzation and institutionalization of such planning re- 
quires exploration and examination, over and over, of all informa- 
tion and possibilities, and it means reaching substantial agreement 
in consultation, in hearings and ultimately in legislative approval, 
both as to facts and their imphcations. When, beyond that, the 
small percentage of mavericks are required to conform it is not a 
matter of much more importance to individual liberty than the re- 
quirement of living according to other laws — such as getting a li- 
cence for hunting, having herds tested for disease, or conforming to 
drainage or irrigation regulations in an organized district. Look at 
it, for instance, as a process for production adjustment. Less wheat 
and cotton are needed; more hogs and dairy products can be sold 
profitably. These are facts — ii they are facts — ^which can only be 
determined by study of world conditions, most elaborate, costly 
and disinterested study. No farmer could get them for himself; no 
organization of farmers could get them. And no f armr^'^can ^a,rrive 
at the effect of his decision with respect to them independent of all 
other decisions which will also be made. It is only possible to ap- 
proach such a decision as a planned decision, if any adjustment of 
a favorable sort is to be made. 

Planning for Agriculture 

The full-flowered operations of the A.AA. as an operation in 
planning and social management were, in fact, only possible because 
of preceding work which had gone on for many years. This is not 
the place to review the origins and development of the intentions- 
to-plant program; or to assess its success in adjusting production to 
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demand.^ It must be said, however, that, like so many mild and 
wholly voluntary measures, it sufficed for fair weather but not for 
foul. It was intended to prevent surpluses but it could not reduce 
production to the point which would have been required to main- 
tain parity prices in the years of real crisis. The mere TninitTmTYi 
rhythm of agricultural operations, even with reduced capital and 
scamped labor, produced “surpluses” in those years — ^more of some 
products such as wheat and cotton, than of others, but nevertheless 
actual surpluses. 

No one knew better than those who devised and administered 
the adjustment machinery which superseded the intentions-to- 
plant system, that the adjustment ought to be up rather than 
down — ^that is, that the national consumption ought to be enlarged 
to consume larger crops. There might still be needed some switching 
of acreage from one crop to another: there was, for instance, too 
much cotton and wheat and too little milk and butter. But on the 
whole, more foods and fibres were needed. Only they could not be 
sold reasonably. And there came a time when they could not be 
sold even at prices which involved giving away as a bonus consider- 
able margins of capital. The adjustment downward of production 
was an emergency measure, one of desperation.® 

® The name of W. J, Spillman will forever be associated with the growth of r ’i*al 
social action in America He began early in the Century to feel his way toward 
cultural adjustment and to lay the foundation in research and pre-planning for its 
later development By 1918 he had brought the Office of Barm Management m the 
Department to the pomt of being the recognizable predecessor to the Bureau of 
Agncultural Economics and had published cost of production figures so embarras- 
sing to Secretary Houston that he was forced to resign The work, however, went on. 
When the action programs of the New Deal began in 19S3, there was a firm founda- 
tion on which to build This consisted not only in accumulated relevant knowledge 
but also m a central staff and a f ar-reacbmg field reporting system capable of finding 
out any hmg ^ '"’^cy makers needed to know about agriculture. 

s In Mr, Lord’s The Wallaces of Iowa, (Houghton, Mifflin Co , 1947) there 

will be found ample evidence that H A. Wallace, before he became Secretary, and 
dunng his term, was aware of the necessity for a different approach than that repre- 
sented by the early program of A.A A. In many of his writings for Wallace's Farmer, 
and in many of his public papers, will be found foreshadowmga of “balanced abund- 
ance,” and of the soil conservation approaches to agricultural reform It is some- 
times forgot that a corporation to dispose of surpluses to the needy, rather than pre- 
vent their production, was one of the earliest mventions of the Secretary’s regime. 
Its policies were worked out largely by Mr (now Judge) Jerome Frank and others 
in the Secretary’s group. The aumor also, before becoming a Department official had 
foreshadowed more constructive pohcies m, for instance, ''Farm Relief and a Per- 
manent Agriculture,** Annals of the Amencan Academy of Pohtical and Soaal 
Science, Vol C^II (March 1929), pp. 271-282, as well as other exploratory articles. 
The sole excuse ever put forward for reduction was that it was necessary in the cir- 
cumstances. Also, it IS usually forgot that the surpluses of wheat and cotton, at least, 
were ah^lute suipluses and needm to he reduced in any case. 
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It was before long replaced by one wbidi made much more sense 
in principle, and had been in prospect for a long time. To make 
adjustments which were in the interest of conservation was a con- 
siderably higher objective. But even this was not what any con- 
scientious planner would want. He would have in his mind most 
prominently those famous diet contrasts shown in the home 
economists’ tables and the acreages needed to achieve the highest of 
them.^ And he would say that the objective for which he could 
work with most enthusiasm would be a full fed and well-clothed 
nation and an agriculture whose intention it was to supply the 
materials for such a program. Planners looked morbidly at the 
high, low and middle diets and wondered at a social system which 
enforced the low one — ^which meant malnutrition in various degrees 
for perhaps a third of the population. 

How is collective planning done for individualists? It seems like 
a contradiction in terms. There was, of course, one way — the way 
the farmers had always wanted: this was to guarantee a market at 
a profitable price for everything farmers cared to produce. The 
difficulty was to figure out what to do with wheat, cotton, and cer- 
tain other commodities when they had been produced. The direct 
answer to this was again obvious: to furnish a considerably in- 
creased purchasing power to consumers. There would still be too 
much of some things; but the worst effect of the larger surpluses 
would be mitigated. 

Such a policy as this would involve some drastic modifications of 
the economic system — so drastic indeed that farmers as voters 
would not accept them. They would take assistance from the 
government if it was made palatable; but they preferred to be 
helped in ways of which they need not be made conscious; and least 
of all did they want the consumers of their goods to be subsidized 
at the cost of an unbalanced national budget. Whether, when 
surpluses had been produced, they were consumed, whether they 
were dumped abroad — or even dumped in the sea — they preferred 
not to have to choose.® 

* “Diets at Four Levels of Nutritive Content and Cost,” U. S. Department of 
Agriculture, Circular 296, p 31, 1933. For an account of ike ongin and use of tliis 
report see The Wallaces of lowoy op. cit p 886. 

® It was the dilemma into which planning officials were plunged as a result of this 
inconsistency which caused Mr Wallace to write his protesting pamphlet America 
Mmt Choose This was published m the Spring of 1934. This early, it will be seen, Mr. 
Wallace felt the pressure of his dilemma He was required to do the impossible — ^to 
solve a problem without the means to do it. “We cannot dream our way into the 
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The department was e3q)ected to arrange for a full-running agri- 
culture, but it must be done invisibly, by some magical process, 
which not only would be unseen, but would be costless.® 

Mr. Henry Wallace labored long and hard to reconcile the in- 
terests of farmer and consumer, telling each alike that what he 
wanted was necessary to what the other wanted. A full diet and 
full farming operations were ‘‘part of the picture” — a phrase which 
meant that there existed a mutual relationship within an organic 
whole. Full production and full consumption each went a long way 
toward making the other possible but not the whole way. For the 
city consumer got his income from commerce and industry: this 
was the other half of the national economy; and it was the despair 
of the agricultural planners. For industrialists, although they 
talked like individualists too, were far more dangerous, as such, 
than the farmers. They were, many of them, elephantine indivi- 
dualists in a world of rural mice, crashing about with devastating 
effect in the economic forest.^ They might take fright at a mouse 
underfoot, but even in fright and acting without consideration, 

future,” he said, * Ve must be ready to make sacrifices to a know end. As we wrestle 
with all the known complexities which now beset us, the temptation is to give way to 
false and easy hopes . . . much as we dishke them, the new types of social control 
... are here to stay and to grow on a world or national scale. We shall have to go 
on domg all the things we do not want to do. The farmer dislikes production con- 
trol instinctively. He does not like to see land idle and people hungry.” 

« This calls up the whole long story of the fight for agncultural “justice.” To 
recount all of it would require going back to the agrarian movements which began as 
soon as the western settlers acquired debts and found it difficult to pay for them 
with cheap produce But the connected forerunners of New Deal action have a long 
enough history. It involves all the McNary-Haugen agitation, for instance, which 
was a plan for selling abroad at a lower price llan would be maintained on the 
domestic market. This had many phases It turned into what was called the domestic 
allotment plan and was embodied in the measure put before the lameduck Congress 
of 1933 Then there was the “export debenture” plan, and there were others. The 
Agricultural Adjustment Act was something of an ommbus bill because of the par- 
tisan support for various alternate schemes In it the Congress simply delegated to 
the President and the Secretary power to choose whatever scheme seemed best and 
to put it into action The differences were thus merely transferred to the admin- 
istrators who continued to differ. Mr. Peek, riie first AAA. administrator, beKeved 
in export dumping and was made unhappy by the Secretary’s insistence on crop re- 
duction. The differences over pohey fin^y became quarrels and Mr Peek retired. 
Differences continued; but there was agreement on the necessity for the main action 
program And there was substantial support for it among farmers generally. It — 
or something — raised agricultural income rapidly. And “parity” became a realizable 
objective almost at once. 

^ ’ A rough estimate indicates that perhaps 85-90 percent of the world’s people 
still hve on farms. This is, of course, murii higher than the proportion for the United 
States which is about 30 percent. This is a proportion whiem is changing rapidly but 
the change is giving agriculture relatively less rather than more economic power 
because Uie average size of industrial operations increases so much more rapidly. 
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eaormous consequences resulted from their smallest decisions. 

What the authors of the A.A.A., as an emergency measure, had 
really done, was to conceive the economy as a dichotomy. They 
had divided all income into that of agriculture and that of industry 
and then had tried to make such reductions in agricultural produc- 
tion as would bring the prices of its products into a “parity” (that 
is a reasonably reciprocal relation) with those of industry.® They 
hoped to establish a basis for the exchange of the two kinds of 
products which would be substantially that which had prevailed in 
“good” times. If they could do that, the balance, once achieved, 
might assume an upward movement, and the rearticulated economy 
go forward as a whole. The carefully conceived program, as is so 
often true, fell into bargaining among economic groups, through a 
Congress which had no conviction in the general matter and no 
standard by which to judge, and which responded to the strongest 
and most immediate pressure no matter what its long-run effect. 
What resulted was some thin g far from well calculated to achieve 
the effect. But it was something. Together with President Roose- 
velt’s reluctant simultaneous devaluations of the umt of currency, 
and both farmers’ and consumers’ subsidies — by various devices, 
including work relief, a two price system, and even dumping abroad 
— a, tolerable situation was achieved. 

The real difficulty, the basic difficulty, with the program was 
that it seemed not to be educative so that its elements of reciproc- 
ity could become permanent and its inflationary supports be 
dropped. None of the individualists appeared to realize that his 
future existence as a functioning part of the economy would there- 
after depend upon the maintenance of a calculated relation with the 
rest of it. AU in chorus talked of “getting back to freedom.” That 
kmd of freedom had gone from the world forever if it was not to 
fall into a worse disaster than that from which it had been rescued. 
But some education was evidently necessary to persuade demo- 
crats that this was so. They had demonstrated that they could not 
learn from experience. They would not tolerate the logical and 
necessary extension of the institutions they had already accepted. 

President Roosevelt had to go on and on with an unbalanced 
budget, subsidizing the most demanding elements of the economy. 
He had to go on until W.P. A. merged into war production. It has to 

® The prefened word was “balance,” hut parity had so much more technical cor- 
rectness Uiat it was finally adopted as the official term indicatmg reciprocahty. 
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be remembered not only bow the emergence from depression was 
accomplished, but also that there was an almost immediate oncom- 
ing of preparations for war. It is often said that it was easy for 
Hitler to boast of having cured unemployment because he had all 
the unemployed either in the army or hard at work making mum- 
tions. In a way it was forced work paid for by inflation. The same 
thing was true of the Russians. And to a large extent it was, it must 
be admitted, true in the United States. An attempt had been made 
in 1936 to withdraw subsidies and relief spending The recession of 
1937 showed that it could not be done without disaster m an un- 
articulated economy. It was never tried again; and the gradual rise 
of war preparations and then production for war itself made it 
unnecessary. 


Lessons from War Years 

When the nation really began to work seriously at the business 
of getting ready for war, there occurred another of those miraculous 
expansions which, to all those who were old enough to recall the 
events of 1917, was no surprise. It was proved then that, even with 
the stimulus of something like a billion-and-a-half of annual sub- 
sidies, operations had been no where near the productive potential. 
Not until then had there been found what was needed to release 
the binding-cloths which had prevented the growth and expansion 
which should have come from widespread techmcal education, vast 
accumulations of knowledge, discoveries of new materials and 
processes and the developing science of management. Then the 
lesson became too plain to miss. The expansion of production which 
occurred during the war revealed that the system had been operat- 
ing to withhold as much as to produce. 

What made the difference? An assured market; a great general 
incentive; moderately good planning, fairly effective administra- 
tion; abandonment of withholding. These were the facilitating 
minima. But, again, the assured market was financed not so much 
by balanced mutual exchange among producers as by inflation. 
Even in the great emergency the self-discipline of mutuahty could 
not be found in suflScient intensity. There was more of it than there 
had been in peace times; but as the Crisis of the war passed, it was 
rapidly dissipated and there soon set in a competition among vari- 
ous interests to see which could be most effectual in breaking down 
the structure of articulation and control. 
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It could be seen by those who cared to learn the lesson that at 
the enlarged productive rate of 194^-48 the nation could live better 
than it ever had before and yet devote something between one- 
third and one-half of its total income to projects for future de- 
velopment — ^it was war, then, or recovery from war; it could as 
well have been highways, hospitals, schools, scientific laboratories, 
houses It could also be seen that we had been learning to operate 
the planning agencies. The OP. A.; the W.P.B., the W.F A., the 
O.D.T ; the W.SB.; the R.F.C and many similar controlling 
devices were working better and better; best of all, the stabilizing 
and central directing offices — ^the E.O.M , the O W.M.; the O.E.S. 
were beginning to be taken for granted and were performing their 
functions with greater and greater comprehension of their objec- 
tive — ^which now lay beyond the victory and was called Recon- 
version. 

In all this agriculture had done and was doing very well. In spite 
of some vacillation at the top, both in the old Department and in 
the War Pood Administration, it had gone forward into prosperity. 
There had been recognition of its importance and a disposition to 
be fair; there also had been gratitude to those who had fed and 
clothed the arnaies and now were feeding and clothing the displaced 
and suffering millions in Europe and even in Asia. Would it have 
been expected that the agencies of stabilization would have been 
disestablished? I think not. Yet they were. 

It was evident that not much had been learned and that much 
had been forgot. It was also evident that we were in danger of re- 
turning to a situation, once familiar but now happily almost for- 
got, of idle men, idle factories, great projects not being carried out — 
the new world, of which we had been given a glimpse, postponed so 
that a futile struggle for advantage could go on. Depression would 
be delayed so long as we fed and otherwise supplied a devastated 
world; but that would not be likely to be long, for the nation was in 
no very generous mood. President Roosevelt, political genius that 
he was, had not brought the various parts of the system into a 
permanent workable balance. He had gone some way; he had be- 
come genuinely expert at crisis management; but the know-how 
had not yet become traditional and institutionalized. And when he 
had gone, it had at once appeared that, lacking greatly inspired lead- 
ership, there was still ample scope for self-interested pressm’e, and 
insufficient resistance in the stabilizing machinery. This was a weak- 
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ness wliicli came from deep down in the democracy among those 
who had done well in war production, and who controlled local 
public opinion. Of these there were millions; for they included even 
workers and fanners. They wanted to go back to what they called 
‘‘freedom.’’ It was this desire, fundamentally, which made it im- 
possible, when victory had come, to plan or act in the public in- 
terest except as it might accidentally emerge from the conflicts 
among extremely complex interests. 

There are those within such a vast bureaucracy as that of the 
Department of Agriculture who are permitted to devote themselves 
to the procedures for survey and analysis which are the indispensa- 
bles of pre-planning. In the course of years they have accumulated 
an enormous store of relevant knowledge. The various statisticians 
and economists are sufficiently skilled also in putting all this 
knowledge together in ways which would be useful if it had a con- 
taining framework; and desirable objectives are continually being 
defined — such, for instance, as the full diet for Americans, or, for 
other instances, social security for all citizens, or the conservation 
of farmland and forest resources. Yet something is lacking — ^more 
than just something. It is, as a matter of fact, that sense of or- 
ganism, of gestalt without which the nation cannot any long func- 
tion eSectively. It breaks down on analysis into ■ (1) a definition 
of the relation of agriculture to the economic organism as a whole; 
(^) machinery for judging current proposals by a development plan; 
(3) instrumentation in government for the long run and general 
interest when expediency or private interests run in the contrary 
direction; and (4) means of requiring conformance on the part of 
small minorities who refuse to join in general and agreed action 

Ccmstitutionaliti/ and the Concept of the Whole 

These are, of course, matters which have constitutional implica- 
tions and need exploration in terms appropriate to their legality. 
But they are also matters of political economy, the assumptions of 
which are of prior interest. If it is important enough, and sound 
enough, constitutional change can be argued for; otherwise not. As 
to this, what is implied is that agriculture cannot be benefited as an 
interest by itself and at the expense of the rest of the economy. The 
situation is such that in a contest of pressures agriculture will al- 
ways be likely to lose. It may not seem so at any given time; and 
professional lobbyists may so disturb the issues as to convince most 
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farmers that they can exploit the rest of the community. But it 
will seldom be true; and, perhaps, never for the long run. The na- 
ture of technological advance is such that it will usually be applied 
first in industry; and the more rapidly progressing parts of a slackly 
controlled organism will exploit the less rapidly progressing parts. 
This will be a wholly involuntary result, working out through the 
automatic or semi-automatic operations of the market place; it 
will be helped by the family-farm preference, so prevalent in the 
United States, which will hinder progress toward an efficient scale 
of operations ^ At any rate, within the framework of prevailing 
preference, the farmers’ only defense is to get countervailing 
subsidies from a Congress which happens currently to be sensitive 
to agricultural interests, but which may well gradually cease to be 
as the proportion of farmers in the whole population declines, as 
industry disperses itself into what are now almost exclusively rural 
regions, and as the disproportion of scale and progress in efficiency 
becomes more exaggerated. The farm-bloc which has been so 
powerful in recent years may fall apart in the future from the at- 
tenuation of its constituency. 

The farmers’ real hope, it may be predicted, will prove to lie in 
developing a concept of the general interest and in perfecting 
machinery for maintaining the integrity of all the parts of a bal- 
anced whole. Intimations of such a concept were implied in the 
parity-price provisions of the successive A.A.A. acts and in such a 
word as ‘‘parity.” Parity implied a condition of well-being for others 
than farmers. 

Balance implies a near-organic concept of the economy. It carries 
with it the suggestion of indispensable central planning: the 
governmental machinery for making decisions concerning policy 
so that results will accord with what has been worked out and 
agreed on. This does not necessarily imply an independent Central 
Planning Agency. Such an agency might be called anything and 
might be dispersed in almost unrecognizable pieces throughout the 
government. But the essentials would have to exist: a way of gett- 
ing an approved plan and a way of protecting its integrity against 
caprice and selfishness no matter under what attractive guises these 
betraying interests presented themselves and no matter where they 
might originate. 

® Perhaps not so greatly as some theorists argue, because, in spite of resistance, a 
consolidation movement goes on As m other industnes, management problems be- 
come more complex, and the better managers extend their holdmgs. 
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Constitutionally — regarding the constitution less as a legal in- 
strument than as a court-created tradition — the difficulties of 
recognizing the American economy as an articulated whole are 
considerable but not absolute. It has to be recalled what position 
the Courts are in when there is so little recogmtion elsewhere of 
essential economic and social unity. It has to be recalled that there 
are not many even yet who recognize that a national organism with- 
out an institutional mind or higher nerve centers is a kind of 
horrible Frankenstemian monster whose casual and brutal wallow- 
ings will certainly create catastrophe. 

The guess may be hazarded that people in this democracy simply 
have not yet made the connection between their fears and the 
source of them — or for that matter between their hopes, such as 
they possess, and a firm and understood program for achieving 
them. They are therefore open to persuasion that men who want 
balance are “crackpots." This is a strange paradox and can only 
be understood by knowmg the elementary state of our information 
in such matters. The schools do not teach, and organs of opinion 
do not insist, that we must achieve orgamc relations among the 
elements of the economy and provide ways of preventing any part 
of the whole from exploiting the other parts. That such exploitation 
returns to torment even its authors, is a lesson which seems to have 
lain plainly in the events of the “twenties" and “thirties"; but 
there has been a kind of determined refusal to draw the lesson — 
which again can only be understood by remembering what its ac- 
ceptance would imply. This, of course, is a willingness on the part of 
each to subordinate his own initiative in the functioning of the 
whole. That he would have had a part in creating the development 
plan in democratic fashion and that the machinery for operating it 
would be strictly impersonal, has not penetrated public conscious- 
ness or, at least, has not offset the intense concentration on the 
pursuit of private objectives. Workers and farmers, as well as most 
business men, oppose the least suggestion of the only kind of public 
policy which can lead to stability. They could only be brought to 
modify the dangerous disparity between such an end and the means 
which might achieve it, by the systematic and prolonged insistence 
of those whose duty it is to explain such matters. The obligations of 
leadership seem to have been singularly neglected in this respect. 

The constitutional reversal cannot possibly precede and ob- 
viously must follow at some length reversal of public feeling in such 
a fundamental matter. It is true that there have been gains and 
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that there are clear evidences of vision in the Courts. That these 
gains should run, as yet, to a concept of the nation as an organic 
whole would not be expected.^® Positive guidance of certain ele- 
ments of the economy is abeady fact; and agriculture shares 
prominently in the gains from this guidance. But this, again, is 
not a recognition that public welfare cannot be achieved except 
by the subordination of each special interest to that of a larger 
whole. It is, perhaps, not so very far from such a recognition, at 
least not so far that it cannot be predicted that full recognition 
would come from the courts if it should be generally demanded. 
That there should be demanded a social progress in which the in- 
terests of each were merged in those of all is prerequisite. The courts 
cannot go faster than is demanded. 

What the planner sees is thus limited by his apprehensions. He 
must continue to believe that the weaker mterests m the economy 
will suffer first and most seriously; and that this will be followed 
by general paralysis as the results of this suffering spread to other 
parts of the organism. There is no reason for not anticipating that 
the weakest interest will not again be agriculture as it was in the 
“twenties”, and that a general depression will not follow an agri- 
cultural deflation. 

Planning Under the Hope-Flannagan BilV^ 

The planner must also be apprehensive about time. The saying 
among government economists that “America had been priced out 
of a boom,” which became current as the results of abandoning 
price controls became apparent in 1947, indicated a similar fear 
about time. Each rise in price reduced the reservoir of savings 
which had been counted on to carry the economy into “normalcy.” 
A characteristic of these changes was a competition for price posi- 
tion which at once attained frightening intensity. The government’s 
agencies seemed to assume the character of means for gaming 
private advantage rather than that of mechanisms for maintaining 
stability. 

All this pleased so many of those who held positions of leader- 
ship that it seemed quite clearly to be a movement back to what 

Yet current interpretations of the Commerce Clause might easily be imagined 
to be based on some such conception. 

Public Law 7S3, 79th Congress, Chap. 966, 2nd Session. The Hearings on which 
this discussion is based are those of 13 June to 26 June 1946, before the House Com- 
mittee on Agriculture on H Jt. 6932. 
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was a generally approved pre New Deal system of social arrange- 
ments. Because of the concertedness of this movement and its 
accelerating momentum, the planner, who must think in terms of 
his technique — the development plan and the subordination to it 
of individual mitiatives — ^as a way of gainmg stability, could 
hardly consider lesser problems. 

Planning for agriculture, when it developed a comprehensible 
shape during New Deal days, consisted largely of showing how and 
on what terms reciprocal relations with other great functioning 
divisions of the social economy might be established — ^notably, in- 
dustry. This was inevitable in so great an emergency as then existed 
This parity was identified as the relationship which had existed at 
a time (1909-14) when agriculture had at least not been depressed, 
had not been a drag on the whole economy, had even been making 
some progress. The first A. A A. was an action program for estab- 
lishing parity according to plan. The second A A.A. introduced the 
idea of conservation — that is, parity gained through or at least 
with — conservation. The other large ideas devised by the planners 
were those of the ever-normal granary, and means for disposing of 
surpluses without reducing production beyond an essential mini- 
mum (these took various forms, as diverse as free distribution to 
the indigent and expansion of industrial uses for farm products). 
These devices about used up what accumulated agreement existed 
and could be translated into action. It was thought that they did 
at least furnish protection against the worst possibilities of the 
future, a kind of mimmum for agriculture m an uncertain world. 

Yet there was great uneasiness; and probably no one was satisfied 
that either stabilization or progress had been assured by the in- 
stitutions brought into being with so much effort. And the pressure 
groups operating upon the Congress showed very clearly how deep 
this uneasiness ran: they demanded more and more rigid protec- 
tions They sought to redefine parity — ^upwards, of course. They 
sought to establish mimmum guaranteed prices by means of com- 
modity loans. They sought to have exports subsidized. But also, 
they sought to enlarge researeh.^^ And this might well be thought 
to be the most significant development of all. For through it agri- 
culture might find new ways to improve and to defend itself from 
insecurity, 

^ Most formally in the Bankhead-Jones Bill which became law in June, 19$5 to 
which the Hope-Flannagan Bill of August, 1946 is an amendment 
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It was, it must be noted, always called ‘Vesearch.’^ and not 
*^plaiiiiiiig.“^3 On research, however, there was placed a limitation. 
It had to be directed toward the assistance of private enterprise. 
It was, in fact, roundly stated that “Congress hereby declares that 
a sound, efficient, and •primtely operated system^ for distributing and 
marketing agricultural products is essential. . . . The fact that 
the Hope-Flannagan Bill, which would extend the research begun 
in New Deal days should be so insistent on private enterprise in 
distribution would seem to isolate a prospectively fruitful field for 
exploration and label it “untouchable.” Yet “private” includes 
cooperatives. So it must have been intended merely to exclude 
government ownership or operation. This was, it may be guessed, 
not only in response to pressures of private and cooperative proc- 
essors and distributors, but also an expression of genuine concern. 
But it is a limitation which ought not to have been imposed if 
genuinely free research was to be encouraged. Research in Russia — 
whose conceptual direction of research we condemn — ^must be 
similarly limited, A Russian Hope-Plannagan Bill would doubtless 
condition its terms to include only public ownership and operation. 

We are, in other words, not yet ready for wholly honest research 
in marketmg — only such research as will confirm, or at least be 
limited by a general concept of the economy, a particular view of 
what is the proper conduct of economic life. 

If we, without prejudice, look at the possible ways of improving 
agriculture’s position in the economy so far as they can be seen 
by drawing on knowledge general in the community, the possible 
improvements in production are undoubtedly the most obvious. 
Production has been the subject of immense efforts in the past and 
will be the subject of greater ones in the future. At its furthest 
imaginable and most fantastic advance it might reduce farming to 
a marginal or avocational occupation: once in a while some such 
suggestion is made. Synthetic foods and fibres have not yet made 
significant inroads on the fanner’s province, but their development 
is something not impossible in the light of what is already known 
to science, and actually some of them are already in use. Short of 

13 A certain percentage was reserved for researcTi in “marketing.” What the <fis- 
tinctions are here is not at all clear Does research m marketmg mean merely the 
discovery of more marketable forms for farm products, better physical ways of 
getting fiiein to the consumer, and more agreeable services in connection with them? 
Or does it include examination of the whole middle-man complex to establish low 
cost distribution? 
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that, perhaps meanwhile, genetic, chemical, pathological, and 
ecological researches are certain to be greatly advanced just by 
extension of present activities. And so are the enormous contribu- 
tions of engineering. There are no items in this list which may not 
be forwarded within the terms allowed by funds now available or 
to be made available. And continued progress may be expected. 

More progress has been made in these matters, by far, than in the 
adjustments to them which must be made by social organisms, in- 
stitutions, customs, laws, and prejudices. There is even a reluctance, 
amountmg almost to tacit conspiracy, to prevent the necessary 
exploration of these matters.^^ Unless this range of subjects be 
defined as ‘‘marketing,” or as “utilization” the categories recog- 
nized in the Bankhead-Jones and the Hope-Flannagan bills, it 
would appear to be entirely exempted from exploration. Yet it 
would seem to hold great promise. 

When one goes back to the purpose of agriculture in society, it 
must be defined quite simply as the production of food and fibres 
for the community. To this we have been inclined to add, as civiliza- 
tion has grown, a duty to conserve the productive elements, soil 
and water. There has been a tendency to build on this rather 
simple responsibility a rather elaborate structure of rationaliza- 
tion — easily traced to the antiquity of the occupation, its “pri- 
mary” nature and so on. This rationalization would set farming 
apart as something more than a producing and conserving occupa- 
tion, as in fact, a way of life. This easily expands into a theory of 
protection for its qualities and relief from its disadvantages, if 
necessary at the expense of the rest of the community. The family 
farm becomes more than a producing unit, and tendencies which 
would weaken it become antisocial. Ownership becomes an ab- 
solute good; and any threat to it something to be combatted vigor- 
ously. 

Research into matters which are beyond rationalization is pre- 
vented as a matter of course if it as at all possible. And even when 
forces at work are so universal and powerful that trends persist in 

This is an old theme with the author of this paper For instance, in an address 
to the General Assembly of the Institute of Agriculture in Home in 1935, he said, 
“The long and unspectacular growth of productive technique has transformed the 
world under our unseeing eyes We now have to find the social and pohtical adjust- 
ments which are appropriate to it.” And even before that — a decade before— he had 
written a book, Iridvstrp^s Coming of Age, whose pnipose was to persuade economists 
that a restudy of their concepts ngid been made necessary by the transformation of 
agricultural and industrial techniques. 
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spite of efforts to reverse them, the concealment and blindness 
continue. Without laboring this point, it is not hard to see that a 
detached observer would be able to point out areas for exploration 
in these fields which might be extremely important. Of course, 
many of the facts are and have been for some time available; but 
there have been few attempts to set up and assess alternatives 
It is by extension of the rationalization concerning farming as 
an owner-operator enterprise that marketing is conceived as a pri- 
vate occupation. Yet there is not the same certainty in this exten- 
sion. It was not felt necessary to say that government should keep 
out of farming But it was felt necessary to forbid research which 
looked in any such direction. This may have been the result of 
private processor influence on legislation, but it would find sym- 
pathies already prepared among Congressmen whose farmer con- 
stituents, however much their livelihood might depend on govern- 
ment interferences, maintain the fantasy that they are the econo- 
my’s only remaining unreconstructed individualists. 

It is not necessary to suggest that agriculturists would not make 
a similar suggestion or entertain similar prejudices about other 
occupations. Has not the farmer been the traditional prime mover 
for the regulation of railroads, stock yards, seed concerns, produce 
exchanges, oil and power companies, “Wall Street*’ — in fact, most 
of the other activities which touch farmers in any way.^ It would 
be naive to suggest that this difference indicates a feeling of in- 
feriority. It is much more sensible to suppose that it rests on an 
assumption of superiority; a feeling that agriculture ought to have 
everything else regulated in its interest It is a familiar impulse 
which wants all other interests regulated except ones own so that 
the single free factor in the economy may maintain an advantageous 
position. That the farmer has not gained much from this attitude 
might be argued, if it was known what his situation might other- 
wise have been, or what it might still be with a drastically changed 
structure of ownership, operation and regulation. 

No other field is so completely unexplored. Its immense possibili- 
ties may not be of interest to any individual farmer or any other 
specific agricultural interest; yet they certainly are of interest to 
the whole economy and even to agriculture in the economy. Sug- 
gestion for such explorations is often taken as hostility to agricul- 
ture. Of course it is not. It is merely hostility to those who would 
keep agriculture and the economy shackled to prejudice and who 
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would rather have no progress than progress which does not con- 
form to their preconceptions. 

Chancellor Hutchins, on taking a year’s leave from the Univer- 
sity of Chicago, recently, to devote himself to adult education, re- 
ported to have explained that there was not time enough left for 
the education of youth. The only hope left, he was said to have 
indicated, was that of changing the minds of those who were al- 
ready responsible and influential citizens. The planner must also 
feel this same urgency as fate-laden events tumble upon one an- 
other. He must be more and more appalled that in a civilization so 
certainly doomed unless separatism, exclusiveness, and reaction 
can be drastically modified there should be such determined cling- 
ing to privileged positions and vested concepts. He must feel that 
now, of all times in man’s history, intelligences need to be freed for 
exploration and experiment. 

P!resident Conant of Harvard in the Spring of 1947 had some 
very harsh things to say about the backwardness of the social 
sciences in comparison with the natural sciences. He intimated 
that the lack of progress might well force the natural scientists to 
develop the social fields. If there is wonder at this deficiency, exami- 
nation of the conditions attached to the Hope-Plannagan bill may 
provide an explanation. Natural science has not, since its nine- 
teenth century struggles with religious orthodoxy, had such handi- 
caps of prejudice to overcome. The planner, like other social 
scientists, may not have great hope of modification in these atti- 
tudes and the attainment of freedom in time to avert clamity; but 
he must be forgiven for insisting that materials are being played 
with which are hkely to destroy the world unless they are made 
to conform to civilized disciplines. 
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KNOWLEDGE 
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W ITH the Research and Marketing Act of 1946^ Congress 
provided the statutory basis for a greatly expanded program 
of research in the natural and social sciences. Plainly the questions 
that are asked in this program of research will largely determine the 
answers that are found.® Plainly, too, there is no purely objective 
basis upon which the questions can be formulated — ^no basis, that 
is, apart from the interests and motives of human beings. It should 
be worthwhile, therefore, to inquire into the interests and motives 
that are controlling in the selection of problems for study under 
the Act, How do some questions (and not others seemingly as 
pertinent) happen to be asked at this particular time? What value 
premises (biases) are implicit in the questions? Are the questions 
congruent with the realities of the situation toward which they are 
directed? Are they congruent with the nature of science? Inquiry 
along these Imes in the manner of the sociology of knowledge® 
should help us understand what may be expected of the Research 
and Marketing Program. Beyond that, as a case-study of an area of 
social activity which one might expect to find characterized by a 
relatively high degree of rationality, the inquiry should shed some 
useful light on the tasks that face the social planner. 

This paper is in three parts. The first summarizes the terms of the 
Act, the planning procedure followed under it, and the research 
and marketing program formulated for the fiscal year 1948. Be- 
cause of space limitations, this section is much condensed; it is 
assumed that readers of this JotrsNAL have easy access to other 
descriptive material ^ The second part of the paper describes the 

* The author wishes to acknowledge the help he has received from Louis Wirth’s 
lectures on the Sociolo^ of Knowledge and from Charles M, Hardm*s criticism 
of an earlier draft of this paper, 

1 Public Law 733, 79th Cong , 2nd Sess 

® This IS true although the role of accident in research in the physical sciences is 
very great 

* The awkward term "sociology of knowledge” is a translation of the German 
Wissenssoziologie; it means the study of knowledge in its societal setting The 
formulation used here is that of Karl Mannheim in Ideology and Utopia (Wxrth and 
Shils translation) New York 1946. 

* See the statement by the Administrator of the Act m this Jouhnal, 29: 4 (Nov, 
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social forces and the events which culminated in the Act and the 
research program for 1948, Here it will be assumed that the reader 
has read Charles M. Hardin’s article on political influences and 
agricultural research.® The final part appraises the ideology that 
is revealed and considers the underlying problem — ^how to formulate 
an agricultural research program w^hich is congruent with reality — 
in the light of the sociology of knowledge, 

I 

The purpose of the Act is very broad; it is (in the general title) 
^‘to provide for further research into basic laws and principles 
relating to agriculture and to improve and facilitate the marketing 
and distribution of agricultural products.” This general language is 
so qualified in the body of the Act, however, as to create four quite 
distinct programs: 

Program 1. (Title 1, Sec. 9) Subject matter: basic laws and principles 
relating to agriculture in its broadest aspects, but not less than 20% of 
appropriations must be used for projects in the field of marketing. Agency: 
State Experiment Stations, but not more than 25% of the appropriation 
may be allocated to a Regional Research Fund for use on projects in which 
two or more Stations are cooperating. 

Program 2. (Title 1, Sec. 10a) Subject matter: utilization only. Agmcy: 
TJSDA in its own laboratories or by contract from USDA to public or 
private agencies. 

Program 3. (Title 1, Sec. 10b) Subject matter: basic laws and principles 
other than utilization. Agency: USDA in cooperation with Experiment 
Stations or other agencies if Stations concerned approve. 

Program 4, (Title 2) Subject matter: marketing research and services. 
Agmcy: ITSDA or USDA with public agencies (including State depart- 
ments of agriculture) and private agencies or organizations by contract 
or grant. 

The amounts authorized for appropriation in the Act and the amounts 
actually appropriated for the fiscal years 1948 and 1949 are shown in the 
table at the top of the next page. 

Other noteworthy features of the Act include - 1. USDA may not 
carry over appropriated funds from year to year (although it may 
let contracts running for four years), 2. All research must be on 
*"new” projects; funds may not be used to expand projects already 

194!7) and especially The Agricvltural Ueeearoh and Marketing Act, Special Report 
No. 19 (Apnl, 1948) by the Agriculture Committee on National Policy of ihe 
National Planning Association. 

® "Pohtical Influence and Agricultural Research,” The American Political Science 
Review, 36: 4 (August 1947), pp. 668-686. 
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Appropkiations (in millions of dollars) 


Program- 

Actual 

Authorized 

1948 

1949 

1947 

1948 

1949 

1950 

1951 

After 

1961 

1 

2 5 

3 25 

2.5 

6 0 

10 0 

15 0 

20 0 

* 

2 

S 0 

3.90 

$ 0 

6 0 

9 0 

12 0 

16 0 

* 

3 

1.5 

1.95 

1 5 

3 0 

4 5 

6.0 

* 

* 

4 

2 0 

4,75 

2 5 

5 0 

10 0 

15 0 

20.0 

♦ 

Total 

9.0 

13 85 

9.5 

19 0 

33 5 

48 0 

61.0* 

* 


* In amounts as necessary. 


Tinder way, 3. A committee of nine elected by the Experiment 
Station directors and approved by the Secretary must approve all 
regional projects in Program 1, 4. The Secretary is directed to es- 
tablish a national advisory committee of eleven members, six of 
whom shall represent producers or their organizations. The Secre- 
tary may establish other appropriate committees, including repre- 
sentatives of producers, industry, government, and science. 

The Act was signed by the president in August 1946. Two months 
later Secretary Anderson appointed the following National Ad- 
visory Committee: 

Fred Bailey, Washington, D. C , Legislative Consultant to the National 
Grange. 

Robert R. Coker, Hartsville, S. C , Vice-President of Coker's Pedigreed 
Seed Company; officer of banking, mercantile, and cottonseed oil firms. 
Member of the Board of Directors, National Cotton Council. 

John H. Davis, Washington, D. C., Executive Secretary of the National 
Coimcil of Farmers Cooperatives. 

C. W. Kitchen, Wasliington, D. C., Executive Vice-President of the 
United Fresh Fruit and Vegetable Association. 

Albert K. Mitchell, Bell Ranch, N. Mex., Manager of the Bell Ranch. 

Walter L. Randolph, Fayette, Ala., president of the Alabama Farm 
Bureau Federation and a director of the National Cotton Council. 

H. J. Reed, West Lafayette, Ind., Dean and Director of the Purdue 
University School of Agriculture and Director of the Experiment Station 
and Agricultural Extension. 

W. Kerr Scott, Raleigh, N. C., State Commissioner of Agriculture and a 
former county agricultural agent and recently elected Governor of North 
Carolina. 

H. E Babcock, Ithaca, N. Y., agricultural writer and chairman of the 
Board of Trustees of Cornell University; Imember of the Board of Gover- 
nors of the National Farm ChcmTirgic Council, Inc. 
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James S Patton, Denver, Colo., president of the National Farmers 
Union. 

Charles F. Kettering,® Dayton, Ohio, general manager of the Research 
Laboratory Division of General Motors Corporation and member of the 
Board of Governors of the National Farm Chemnrgjc Coundl Inc. 

After consultation with this committee. Secretary Anderson 
named E. A. Meyer administrator of the Act.^ Mr. Meyer is in 
full charge of all of the Department’s marketing activities and is 
responsible for the ‘‘general direction” of research in natural and 
social science under the Act.® 

On the recommendation of the National Advisory Committee, 
Mr. Meyer at the end of 1946 asked some ^50 “national producer 
and commodity organizations” to nonimate “broad-gauge public 
spirited citizens thoroughly conversant with the operation and 
problems of the industry each represents”® for membership on 
about SO commodity committees. These committees were given 
four fimctions. 1 to present problems for research and service; S. 
to recommend fields of work and their relative importance; 3. to 
review progress under the Act; and 4. to assist in securing coopera- 
tion and understanding of the program by producers and others.^® 
The committeemen were chosen “from industry leaders at the exe- 
cutive level”^^ and from producers’ cooperatives, quasi-cooper- 
atives, pseudo-cooperatives and farm organizations. Except for 
some Land-Grant College officials, few if any of the committeemen 
could be called representatives of science or govemment.^^ At the 

® Early in 1948 Frank B. Jewett, vice-president in charge of development and 
research for the Amencan Telephone and Telegraph Company, replaced hir. 
Kettering 

^ A graduate of Goshen college, Mr. Meyer was employed from 19S1 to 1941 by 
a large Eastern concern in various positions from office-boy to executive vice- 
president and general sales manager During the war he was assistant chief of the 
WPB*s food division and later assistant administrator of PhlA. (USDA Press Re- 
lease 2412-47, Oct. 21, 1947.) 

® Secretary’s Memorandum No. 1199, July 18, 1947. 

0 USDA Press Release 2771-46, Dec 24, 1946 
Memorandum by E. A. Meyer, Dec. 30, 1947. 

This phrase is the National Cotton Council’s Cf its Ninth Annual Report of 
Actimties, Jan 1, 1948, p. 48 

1® The membership of the committees is given in Eouse Hearings on the A^griouU 
ture Department Appropriations Billj 194^9, Part 1, pp. 314-317 (TMs volume is cited 
hereafter as; Approp. Hearings ) 

The dairy advisory committee, which is reasonably representative of the others 
in composition, is as follows: R. W. Blackburn, Safeway Stores, Los Angeles, Paul F, 
Shaip, Golden State Company, Ltd , San Francisco, C. W, Earle, producer, Bay- 
ville, La.; Frank W. White, Marshall, Minn., Frank D. Stone, Land O’Lakes 
Creameries, Inc.; E W. Gaunmitz, National Cheese Institute, Chicago; A. H. Laut- 
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same time “working groups’’ of technicians were created within 
the Department to advise the commodity committees and to act 
as liason between the committees and the interested bureaus; the 
members of the working groups were given no administrative re- 
sponsibility in connection with the selection of problems for re- 
search.^® An “advisory group” of 10 bureau chiefs was appointed “to 
cooperate in the formation of over-all policy.”^^ 

The working of this administrative machinery has been described 
by Mr. Meyer as follows* 

“Let us use the development of a program on potatoes as an ex- 
ample. My assistant, who has charge of the fruit and vegetable 
field, asks the representatives of the departmental agencies that 
are interested in potatoes and who have been appointed as a ‘depart- 
mental working group’ on potatoes to develop an outline of the 
general problems and make whatever suggestions they have as to 
work they think should be done concerning potatoes. 

“They bring together an outline of these problem areas for con- 
sideration by the potato committee This committee (illustrating 
on a chart) that I mentioned as representing producers, industry, 
government, and science. That outline is mimeographed in a little 
pamphlet form. It runs anywhere from 15 to 35 pages and is sent to 
the co mmi ttee members 10 days or more before they come to 
Washington. 

“When this committee comes to Washington, these departmental 
people meet with them part of the time, and part of the time the 
committee meets in executive session. 

“We ask the committee three questions: With the money under 
the Research and Marketing Act that may be available for pota- 
toes, what do you recommend it to be spent for; that is, in your 
opinion, what are the most urgent problems? Then we ask them 
their opinion as to the relative importance of each, a sort of priority 
listing, so that if there is only so much money, and we know there 
will be more requests than there are funds, we want their priority 
recommendations. 


erback. Pure Milk Association, Chicago; Marion Moore, Indiana Condensed Milk 
Geyer, Connecticut Milk Producers* Association; Dr. T. G. Stitts, 
H, P, Hood & Sons, Boston; and L, F. Fried, Mid-South Milk Producers Association, 
Memphis. 

Memorandum by E. A. Meyer, March 4, 1948. 

tJSDA Press Release 1966-47-4, Aug. 29, 1947 and Secretary*s Memorandum 
No. 1199, July 18, 1947. 
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“This committee after meeting and considering the problems 
leaves with us in written form a statement of their recommenda- 
tions. 

“These recommendations are presented first to the departmental 
advisory group which is made up of the heads of all the depart- 
mental agencies participating in the program and which advises 
me concerning the admimstrative feasibility of implementing the 
committees’ recommendations, concerning methods of accomplish- 
ing the desired results, of coordinating them with existing work, 
and so on. These recommendations are then presented to the 11- 
man National Advisory Committee This committee reviews the 
recommendations of the various commodity and functional com- 
mittees and advises the Secretary and the Administrator of impor- 
tant over-all considerations in the development of a balanced general 
program of action. 

“Prom here on the recommendations of the various committees 
are considered as to the manner in which they fit into the over-all 
program pattern. 

“Then the Administrator after the general program is worked 
out, approves work in particular fields and notifies the appropriate 
agency to work out the details of operations and to present specific 
project proposals in line with the funds the Administrator indi- 
cates will be available for that particular activity. 

“When these proposed projects come back to the Administrator’s 
oflSce, it is my responsibility to see that all of the projects that are 
in the field of economic research are cleared with BAE. All of the 
projects that are not in the field of economics are cleared with 
ARA 

“Then the Administrator approves the project, notifies the 
agency to get the project underway, and allots money through the 
Office of Budget and Finance. The National Advisory Committee 
and the respective commodity functional committee are notified, 
and we have been informing the public through a press release of 
project approvals.”^® 

More than 90 percent of the 1948 funds were allocated on the ba- 
sis of recommendations made by the advisory committees, Mr. 
Meyer told the House subcommittee.^® This statement of course 
applied only to funds administered by the Department. Funds 

“ jlpprop. Healings , pp S07-808. 

“ Ihd , p, 526. Cf. also p. 306. 



54 


Edward C. Banfield 


granted to the State Experiment Stations are administered under 
procedures varying somewhat from state to state. In general, how- 
ever, it may be said that the Experiment Station directors are re- 
sponsive to pressures from organized agricultural and other inter- 
ests and are limited by restrictions imposed by the state legisla- 
tures,^^ 

The Regional Research Fund (see Program 1) is administered by 
a committee of mne experiment station directors Only those 
project proposals which are approved by all stations within a region 
are forwarded to the Regional Committee for consideration. Thus, 
a project of particular interest to the South, for example, would 
not be considered unless all Southern stations approved of it in 
advance 

The terms of the Act and the policy of administration resulted in 
the following allocations by the Department for fiscal 1948.^® 


Program 2, (UtUizaiion Research) 

a) Developing new and improved uses for agricultural 

commodities , . . , . 

b) Improving human nutrition and extending food uses 
of agricultural commodities . 

c) Preservation and improvement of quality and preven- 
tion of spoilage between producer and consumer . 

Administration . . . . 

Total 

Program 3 (Research other than Ufilimtion) 

a) Developing new and more profitable uses of resources 

b) Reducing risks in production 

c) More efficient use of farm bmldings, houses, machinery 
and power ... 

d) Improving the marketing of agricultural products. 

e) Improving rural homes and rural life . . 

Administration ... . 

Total 


$2,297,500 

175.000 

487,500 

90.000 
8,000,000 

538.000 

412.000 

280.000 
225,000 

45.000 
1,500,000 


Por the Experiment Station directors’ own accounts of these pressures see 
House Committee on Agriculture, 7dth Cong 2nd Seas , Serial M, Hearings on Agri- 
cultural Researeht 194$, pp. Regarding the influences of state legislatures, the 
head of the Office of Experiment Stations has testified (Approp Hearings, p 608): 
“State funds are always earmarked, with perhaps a few exceptions” therefore Fed- 
eral money “is by far the best money” the stations have. 

The membership of the committee is given m A^op Hearings, p. 813. 

Adapted from Approp Hearings, pp 323-324. No similar breakdown of the 
uses to which Experiment Station funds (Program 1) were put is available. Of the 
$2,500,000 appropriated for Program 1, $1,800,000 was granted directly to the states, 
$625,000 was made available to the Regional Research Fund, and $75,000 was alio- 
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Program i Marketing 'Research and Services) 

a) Developing new market information and basic data . . 

b) Developing new and expanded market outlets 

c) Reducing marketing costs and margins 

d) Developing new standards and grading to improve 

marketability of farm products 

e) Improvmg marketing methods, facihties, and equip- 
ment 

f) Developing new processing and packaging techniques 

g) Analyses of demand and consumer preferences 

Administration 


a 76,000 

419,300 

185.000 

206.500 

401,200 

226.000 

205.500 
80,000 

2,000,000 


Most of the Program 2 (utilization) research was in natural 
sciences. Of the $3,000,000 available, $1,883,900 was administered 
by the Bureau of Agricultural and Industrial Chemistry.^® More 
than one-fifth of the total ($634,500) was devoted to research on 
cotton utilization. A fairly representative utilization project was 
oflScially described as follows: 

“To evaluate various commercial methods of processing grains 
into industrial alcohol and other products, as well as new methods 
under consideration in industrial plants to determine the economic 
practicability of large-scale diversions of surplus and low-grade 
supplies of grain into alcohol products; to examine the economic 
soundness of such diversions as a basis for programs to stabilize 
demand for and prices of food and feed grains by providmg more 
flexible market outlets for low-grade, damaged, and surplus sup- 
plies; and to promote the integration of such programs with Gov- 
ernment price-support and supply stabilization measures. 

Most of the work on Program 3 (research other than utilization) 
was also done by natural scientists but the Bureau of Agricultural 
Economics got $245,000 and the Production and Marketing Ad- 
ministralion got $64,550; most of the BAE and PMA funds were 
used for marketing studies — ^this although Program 4 funds were 
ear-marked solely for marketing, although about 40% of the Pro- 
gram 1 funds were being used for marketing, and although nothing 


cated to the OflSce of Experiment Stations for administration. The Act required 
that at least 20% of the total appropnated for Program 1 be used for marketing 
research; actually about 40% was used for this purpose. Cf USDA Press Release 
465-4S, March 3, 1948. The allocations to the Experiment Stations are given by 
state in Approp. Hearings, pp. 337-888. 

The allocations by agencies are given in Approp. Hearings, p. 830. 

^ Approp, Hearings, pp. 324-825. 
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would remain for Program 3 studies on tlie item ‘‘improving rural 
homes and rural life.” The decision to give marketing studies such 
heavy emphasis was on the recommendation of the National Ad- 
visory Committee.^^ 

An example of the work (presumably “service” not “research”) 
done under Program 4 has been given by C. W. Kitchen, executive 
vice-president of the Umted Fresh Fruit and Vegetable Associa- 
tion and a member of the National Advisory Committee. Explain- 
ing the use to which his association put a $50,000 grant, Mr. Kitchen 
said .2® 

“So, what we do under a contract with the Department is this* 
We go into a city and a wholesaler will provide a classroom. He will 
provide display racks such as you will find in a retail store. He will 
provide the produce that can be used, and then the retailers are 
invited to come to that place in small groups of 8, 10, or 12, and 
we keep the groups small purposely so that each man will get per- 
sonal attention. They spend the entire day going through each 
step, from the preparation of these commodities for display to the 
buildmg of a display, the care of them during the day and over- 
night, keeping all the records, pricing and all of the steps which are 
involved in a retailer operating a produce department in a retail 
store. And I think you would be amazed at the results of this 
work. Some show increases of 25, 30, 40, and 50 percent in the 
volume of sales above what they had been getting; some of them 
report increases as much as 200 percent. We have put 800 through 
these courses since November 1.” 

It is of course impossible to itemize what was not provided for in 
the program for 1948. Nevertheless the directions that were taken 
cannot be appraised without some reference to others that might 
have been taken. Some of the choices were explicit: the planners de- 
liberately emphasized utilization research at the expense of pro- 
duction research and omitted entirely what might be termed “wel- 
fare” research. These choices were made at the level of conscious- 
ness; other choices, perhaps, were made somewhere below that 
level, in the realm of the taken-for-granted. Certainly it is note- 
worthy that the whole complex of issues and problems raised by 

^ USDA Press Release 16S3-47, July 24, 1947, 

23 Apj)Top» EeanngSi p 539. 
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Sir John Boyd-Orr’s statement, “It is not the atomic bomb but the 
food crisis that may destroy us”,®^ or, in still another very large 
sphere, by T. W. Schultz’ question, “How efficient is American 
agriculture?”^® should be beyond the planners’ range of awareness 
or interest. 

To understand why the planners’ apperception mass exhibited 
one contour rather than another it is necessary to turn now to 
social forces in the background. 


II 

When the House Committee on Agriculture began its hearings 
on research in June 1946 there were two important bills before it. 
One (H.R. 6548) was introduced by the chairman of the Committee, 
John W. Flannagan of Virginia, and the other (H.R. 6692) by the 
ranking minority member, Clifford R. Hope of Kansas. During 
the hearings these two bills were merged to become titles one and 
two respectively of H R. 6932, which became the Research and 
Marketing Act. 

The genesis of the two original bills, one coming from the 
Democratic and the other from the Republican leadership, lay in 
quite different circumstances. 

All but two of the Democratic majority on the Agriculture Com- 
mittee were from Southern states. The majority was therefore 
concerned with cotton. The Chairman, Mr. Flannagan, was con- 
cerned with cotton but particularly with tobacco- Both cotton and 
tobacco had been chronically in surplus and their post-war prospect 
was extremely poor. 

In 1944 the then chairman of the Committee had appointed a 
subcommittee under Representative Stephen Pace of Georgia to 
study the post-war position of cotton. At Mr. Pace’s request, the 
National Cotton Council, an organization of cotton growers, gin- 
ners, merchants, warehousemen, spinners, and cottonseed crushers 
formed in 1938 to promote the use of cotton, sponsored a meeting 
of persons interested in cotton research. At this meeting, held in 
Memphis in May 1945 ,“an adequate long-term program of research 
on the production and utilization of cotton was accepted as a basic 

Ne%D York Times, May 19, 1948. 

^ This JoTJRNAii, 29* 3 (August 1947), pp. 644-658. 
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and essential feature of any real solution of the cotton prob- 
lem. . . . 

Research on cotton had not figured in a plan which the Bureau 
of Agricultural Economics had lately developed for the Pace sub- 
committee’s consideration.®^ The BAE plan, which was also in- 
tended as a real solution of the cotton problem, proposed that the 
price of cotton be allowed to fall to world levels and that, for a 
period of five years while cotton growers were reorganizing their 
enterprises according to a planned diversification, farmers be paid 
a direct subsidy which would be less each year and finally taper off 
altogether. This plan was not popular with the leaders of the 
National Cotton Council, and, wdth other causes, it resulted in a 
severe curtailment of BAE at the hands of Congress.®® 

Eollowing the meeting at Memphis, the National Cotton 
Council and the Southern experiment station directors, with the 
advice of the XJ. S. Department of Agriculture, the farm organiza- 
tions and other interested parties, drafted a bill which, after it had 
been expanded “with the cooperation and guidance of Land-Grant 
colleges and farm organizations representing every part of Amer- 
ica” to include not merely cotton but all agricultural products, be- 
came H. R. 6548.®® 

Representative Hope’s bill to provide marketing research and 
services arose out of his belief that marketing improvements might 
make “action programs” unnecessary, “A lot of us would like to 
see it (the surplus problem) handled in such a way that the Govern- 
ment would not be in it,” Mr. Hope explained during the hear- 
ings,®® — “that it be worked out through research, that new uses, 
new purposes, and new methods of marketing be developed with 
the result that we absorb these extra products.” This view was 
shared by other Mid-western farm leaders. “Research offers the 
only possibility we can see for cutting down the necessity of ex- 
penditures for action programs . . . the National Grange de- 
clared.®^ 

Walter L, Randolph, a director of the National Cotton Council, in Agncullurdl 
Research, Serial M, House Committee on Agriculture, 79th Congress, 2nd Session, 
1946, p. 105. 

A Conversion Program for the Cotton South, (mimeo*d), Washington* 1945. 

Cf . Charles M Hardin, “The Bureau of Agricultural Economics Under Eue,” 
this JouRNAi^ 28: 8 (August, 1946), pp. 635-668. 

Walter L Randolph, oy cif., p. 106. 

AgricuUmal Research, op oii , pp. 198-199. 

^ This statement was made after the passage of the Act, Senate Hearings on 
Agriculture Department Appropriations Bill, 1948, p, 752. 
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The bill got ardent support from, some who were moved by quite 
different hopes and fears. The processors and distributors of foods, 
particularly the United Fresh Fruit and Vegetable Association,®^ 
were anxious to establish closer ties with the Department. Like- 
wise the National Association of Commissioners, Secretaries, and 
Directors of Agriculture (the members of which are “keenly aware 
of all political implications as they affect the general economy”)*® 
supported the bill because its marketing features would expand 
their functions. Their representative W. Kerr Scott, commissioner 
of agriculture for North Carolma, explained the background. 

“There was introduced several years ago a bill known as the 
Bailey Bill, and that asked for funds for marketing in the various 
departments of agriculture. The land-grant (colleges), the Exten- 
sion Service, the research people, together with the Farm Bureau, 
jumped on that bill and killed it for the simple reason that they 
said it did not include them in the program. 

“So, we said all right, we are not trying to keep you out of the 
program. So, the Cooley-Bailey bill was introduced and for some 
reason or another they killed it, saying they were not properly in 
the program. And they said the program should include all three. 
So there was introduced a bill proposing to include the Extension 
Service, the research people, and the marketing division in the 
various departments of agriculture, and in doing that why they 
wind up by certain provisions being put in H.R. 1690, asking for 
their funds separately, and they got it after killing ours, when we 
asked it, using the Farm Bureau to help see that it should be m- 
cluded. . . . 

Seven directors of state experiment stations testified. They 
maintained that funds for research in the states should be available 
only to the experiment stations; the state departments of agricul- 
ture should be confined to marketing services. This division of labor 
preser\^ed the traditional pattern, as did the provision of the bill 
centering Federal research in the field of utilization. 

^ This association has been described by its executive vice-president, C. W. 
Kitchen, as “a national organization whose members reside in every state and in 
several provinces of Canada. This include shippers — ^many of whom are both produc- 
ers and distributors — cooperative marketing associations, brokers, jobbers, whole- 
salers, and representatives of allied industries . . . {Long-^Range AgncvUural 
Pdicp, Hearings of the House Oomimttee of Agriculture, 80th Cong lat Sess, Part 
S, p. 289. 

» Long Range Agncidtmd Policy, op, erf Part 2, pp. 175*^176. At its annual meet- 
ing in 1946 the association commended W. Kerr Scott for his “persistent and untir- 
ing efforts” to obtain the legislation. 

Agrioidturcd Research, op, cU„ p. 169. 
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With this backing, and without a word of criticism having been 
directed against it (the members of the Committee on Agriculture, 
all from farm districts, were among the most vigorous proponents 
of "the legislation), H.R. 6932 was passed without a dissenting vote. 

Background Forces 

Farmers turned to science only when they reached the end or 
the frontier of free land; since that time, however, the dominant 
interests in agriculture have shaped agricultural research policy. 
When Connecticut farmers found it necessary to to use fertilizer, 
the first experiment station was established (in 1875) to make tests 
of the unreliable product then on the market. In 1887 (three years 
before the Census declared the frontier closed) the Hatch Act 
established experiment stations as divisions of the Land Grant 
colleges and gave them Federal support. At this time the agricul- 
tural research of the Federal government was devoted chiefly to 
soils and fertilizers, the composition of plants, food and drug 
adulteration, and the manufacture of sugar.®® 

After 1890 the impact of the city, the machine, the laboratory, 
and the market-place was profound. Farmers in the better land areas 
were soon keeping books and calling themselves businessmen; 
indeed the Adams Act of 1906 authorized further research on the 
“agricultural industry’’ of the United States. Liberty Hyde Bailey 
believed a new and distinctive rural culture would flower from ag- 
ricultural science. “The leadership in rural affairs,” he wrote in 
1908, “is rapidly passing to the interests that associate themselves 
with the agricultural colleges and experiment stations. In twenty- 
five years there will be a new political philosophy of the open 
country born out of these institutions.”®® 

The new political philosophy appeared somewhat ahead of sched- 
ule but it turned out to be of a kind that rejected the “uplift” in 
Bailey’s country life movement. The “farm businessman” was 
not in the least bit sentimental about agriculture as a way of life. 
He wanted to make money. Agricultural science was put to his 


^ Cf. Paul H, Johnstone, “Old Ideals Versus New Ideas in Farm Life,” Farmers 
in a Changing World, pp, 111-167, and A. C True and V. A Clark, The Agneidtural 
Experiment Stations in the United States, Bulletin No. 80, Office of Expenment Sta- 
tions, 1900. 

The State and the Farmer, New York: 1908. pp 15 and 168. 



Planning under Research and Marketing Act of 1946 61 


purpose; “making two blades of grass grow where one grew before” 
was its slogan. 

After the World War (in 1930) there was a sharp break in fann 
prices. Now the farmer needed a science that would tell him not 
merely how to produce but how to make money as well. W\ J. 
Spillman became a leading figure in the Department; in 1933 the 
Bureau of Agricultural Economics was organized, and in 1935 the 
Purnell Act was passed. At the same time, the farm orgamza- 
tions were growing in strength, acquiring professional, urbanized 
leadership, and establishing offices in Washington. By 1930 the 
states had received about $9,600,000 under the Purnell Act and 
nearly one-half of this had been used for investigations in economics, 
rural sociology, and home economics.®^ 

From 1935 to 1930 the experiment stations made 463 studies in 
economics. Of these 163 had to do with marketing. The spread be- 
tween what the consumer paid and what the farmer received had 
long been a grievance to both farmers and consumers®® and in the 
late ’30’s the idea grew that this price spread was the source of most 
of the farmer’s ills. The act establishing the Farm Board in 1939 
declared it "the policy of Congress to promote the effective mer- 
chandising of agricultural commodities in interstate and foreign 
commerce, so that the industry of agriculture will be placed on a 
basis of economic equality with other industries.” 

While surpluses moimted in the early ’30’s, farmers put marketing 
at the top and production at the bottom of their list of needs.®® 
Experiment station directors talked of their achievements in re- 
ducing production,^® but at the same time they jealously guarded 
the vested interest they had established in production research. 
"The state experiment station has gained the moral and political 
support of the state by its service to local interests,” an official 

^ Walter H. Evans, "The First Five Years of the PumeU Act,” Proc. of ilie Uih 
Ann. Conv. of the Assoc of Land-Grant Coll, and Umv, 1930 (published 1931) pp. 
324-231 

J. D. Black and M. E Kiefer, Future Food and Agriculture Folicy^ 1948, p. 156. 

H. C. B-amsower, “What Changes in Extension Programs Are Demanded by 
the Present Agricultural Depression?”, Proc, of the Amt. Conv, of the Assoc, of 

Land-Grant Coll and TJnvo. 1931, (published 1932) p. 304. 

In 1932 Director F. B Mumford of Missouri cited the experiment station’s 
advice to farmers to dispose of about one-third of all cows being milked. "Clearly, 
this would greatly decrease the production of milk,” he said, "would relieve the 
farmer from losses which he now experiences, and increase not only the profit per 
cow of the animals remaining but his total profit. . . .” Proc, of the ioth Ann, Com. 
of the Assoc. ofLandrGranA CoU, and Univ, 1938 (published 1933), p. 259. 
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committee reported in 1931. . if local control of its functions 

were to be divided by any competitive influence the experiment 
station would rapidly lose its leadership and the confidence of the 
people. A disastrous reduction of financial aid from the state would 
follow.’*^^ The Farm Board and the AAA strengthened the farm 
organizations and the processors and distributors. Commodity 
organizations (the American Farm Bureau and many of its state 
affiliates set up commodity departments during the ’SO’s) came to 
represent “producers” or “growers” of this or that commodity; 
if there were any “farmers” left, they were virtually unrepre- 
sented. During the war, distributors (including Mr. Meyer, the 
Administrator of the Act) assumed important places in the De- 
partment. There were charges that the Department, in which 
the producers were supposed to have a proprietary interest, had 
been turned over to the distributors, but the fact was that producer 
and distributor interests had become almost indistinguishable. It 
was not surprising that the word “farmer” did not appear any- 
where in the Research and Marketing Act. 

Chemurgy 

According to Wheeler McMillen,^^ president of the National 
Farm Chemurgic Council. Inc, and editor of the mass-circulation 
Farm Journal and Pathfinder ^ farm chemurgy (industrial utili- 
zation of farm-grown materials) came into existence one night in 
1924 when he heard the president of the United States Chamber of 
Commerce tell a meeting of the American Fpm Bureau Federation: 
“Unfortunately the human stomach is not elastic.” Three years 
earlier McMillen, then an Ohio hog-farmer, had been caught in 
the price break. Now, as a farm editor, he found no one could dis- 
cuss the condition of farm business without talking about surpluses. 
The Chamber of Commerce president’s remark suggested an idea 
which soon became a crusade.'*® 

^ “Report of the Committee on Federal-State Relations in Research,” Proc. of 
JtBik Ann» Com, of Assoc, of Land-Grant CoU, and Unw. 1931, (published 1932), p. 
531. 

^ The account of the Chemurgy movement given here is based, except as other- 
wise noted, on TVheeler McMillen, New Riches from, the Bod, (D. Van Nostrand 
Company, New York: 1946). The book is a remarkable exposition of the mentality 
and technique of a gifted mass-manipulator. 

McMillen says that chemurgy is not a “major panacea” but “if sedulously ap- 
phed, (it) will effect more complete cures for economic and social ailments than the 
remedies applied so far by the statesmen” (op. dt, p. 8). His associate. Dr. William 
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McMillen spent most of 19^6 talking to scientists and others 
about his idea for the industrial utilization of farm products. He 
found the Department of Agriculture scientists not at all enthusi- 
astic,^^ Secretary of Agriculture Jardine referred him to Secretary of 
Commerce Hoover. Hoover thought the idea was sound and the 
next Congress (perhaps by coincidence, McMillen says) got a re- 
quest from Hoover for $50,000 to be used by the Bureau of Stand- 
ards in testing industrial uses of farm products. Secretary Jardine 
may have been moved to action too (although McMillen says 
nothing of this) for in 1937 he assigned a scientist to survey the pos- 
sibilities of increasing the industrial use of farm products.^^ In 1930 
the Forest Products Laboratory was taken as a precedent for the 
establishment of an Agricultural By-products Laboratory at Ames, 
Iowa, which was to study the possible uses of cornstalks, bagasse, 
cotton stalks, cotton seed, cotton hulls, cotton lint and linters, 
and rice."^® 

Meanwhile McMillen and a fellow-editor, Clifford V. Gregory, 
were publicizing the industrial-use idea in their magazines and 
McMillen wrote resolutions on the subject which were adopted by 
both the Grange and the Farm Bureau. Dr. William J. Hale, a 
consultant for the Dow Chemical Company and a writer for Henry 
Ford’s Dearborn Independent^ joined McMillen in the crusade. 
Working together, the journalist and the scientist (Hale was chair- 
man of the organic chemistry committee of the National Research 
Council) found they could get articles published in Colliers and else- 
where. In 1939 McMillen published a book, Too Many Farmers, 
and in 1934 Hale published The Farm Chemurgic, which was widely 
distributed by the Chemical Foundation, an organization estab- 
lished by the government to receive the income ($18,000,000) from 
German chemical patents confiscated during the war. Francis 


J Hale (in The Farm Chemurgic, The Stratford Company. Boston 1934) has made 
chemistry the central principle of existence* “There ls naught else but a chemical 
world and we are adrift on a chemical sea. . . (op. c%t,, p. 106) . 

One of the USDA scientists virtually recommended that he spend his time on 
something more fruitful, McMillen writes, (op dt , p. 03) but ‘Tt is only fair to add 
that a dozen years later, after some milhons of dollars had been appropriate for 
chemurgic research, this gentleman became one of the ablest and most enthusiastic 
of advocates,** 

This study appeared as a book. George M. Bommel, Farm Products in In-- 
dustry. New York. 1908 

« See "Establishment of a Laboratory for Utilization of Waste Agricultural 
Products,** Serial G, Hearings, House Committee on Agriculture, 71st Congress, 
0nd Session, 1930. 
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Patrick Garvan, the president of the Foundation, not only sub- 
sidized the distribution of Hale’s book but also financed the Farm 
Chemurgic Council into its third year (1937) at a cost of about 
$1^5,000 a year. The Council was organized at Dearborn at a con- 
ference of agriculture, industry and science which was sponsored 
by Ford,^^ the national farm organizations, and a committee headed 
by the editor and publicist, Gregory, 

‘Tor two days speakers described present and possible develop- 
ments in chemurgic types of research and industry,” McMillen 
has written.^® ‘Network and local radio broadcasts and excellent 
news coverage carried the story over the country and aroused in- 
terest far beyond the attendance. Col. Frank Elnox, Iren6e DuPont, 
Dr. Karl T, Compton were among the more eminent speakers, Mr. 
Ford signed the check for a luncheon to the entire group and put a 
fleet of automobiles at the disposal of those of us who were directing 
the affair. , . , 

“Garvan announced that the Chemical Foundation would pay 
the expenses of the organization for one year. Fritsche immedi- 
ately opened an office at the Dearborn Inn, a good place from which 
to capitalize on the success of the conference. The Sears-Roebuck 
Company paid for printing several thousand copies of the confer- 
ence proceedings, which, when distributed, attracted the interest 
of many new people, especially among farmers. Every Grange in 
the country received one. 

“Dr. H. E. Barnard, a chemist and a good speaker, joined the 
staff as a science advisor. Hugh C. White took charge of publicity, 
and other help was employed. 

“A demand soon arose for local and regional conferences. Meet- 
ings were held at Pensacola; Beaumont, Texas; Jackson, Miss; 
Macon, Ga; Alexandria, La; Fresno; Omaha; and elsewhere. Usu- 
ally these were two-day sessions with plenty of time for agricultural 
scientific, and business people to discuss fully the chemurgic possi- 
bilities of their areas. More than one permanent convert was won 
by putting him on a program where he talked himself into an 
enthusiastic conviction.” 

So great was the interest aroused by this promotional campaign 


‘‘Ford’s name on the invitations had made them important,” McMillen ex- 
plains, p.33. 

McMillen, op. cii., pp. 33 and 35~S6. 
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that the second and third annual chemurgic conferences had to be 
moved from the Dearborn Inn to a downtown Detroit hotel. 

According to McMiIien , 

“The national and regional conferences all received generous 
treatment from the press and radio. The news purveyors recog- 
nized an interesting new idea. They saw that important national 
and local names were conspicuous in the meetings. They sensed the 
presence of controversy Whoever read the papers closely began to 
be conscious of chemurgy. Proceedings and papers were distributed 
extensively to prominent people. Where a seed might fall and 
sprout was unpredictable 

One of the seeds sprouted (McMillen goes on to explain) in the 
mind of Senator Theodore Bilbo in whose state of Mississippi one 
of the conferences had been held.^® Bilbo drafted a bill to provide 
a Pederal utilization laboratory for Mississippi, later he redrafted 
the bill to provide a total of $4,000,000 for four laboratories, one 
for each major region of the country. Bilbo’s proposal reached a 
conference committee as an amendment to the AAA act of 1938. 
An administration leader, possibly Secretary Wallace, suggested 
to the committee that the amendment be redrafted to provide 
$100,000 for a survey of the need for such laboratories By a cleri- 
cal error, both the $4,000,000 for the laboratories and the $100,000 
for the survey were included in the Act.®^ 

The AAA Act directed the Secretary to establish the four labor- 
atories. Accordingly he appointed a special staff of scientists to 
decide upon the locations of the laboratories and to plan the re- 
search to be carried on in them. The staff visited every state and 
interviewed representatives of about 1300 research laboratories, 
educational institutions, and agricultural organizations. At the 
same time it reviewed more than 10,000 research projects which 
had already been undertaken in the general field of utilization. In 

Ibid , p. 299 

The National Cotton Council may possibly have received some of its inspira- 
tion from this conference The Council was organized by Oscar Johnson of Missis- 
sippi m the same year, 1938. At any rate, the two councils, Cotton and Chemurgic, 
are now close together, as evidenced by the fact that "Wheeler McMillen was a 
speaker at the Cotton Council’s 10th Annual Meeting in Atlanta, Jan. 21-23, 19418 
The Cotton Council passed a resolution commending McMillen for his “unparalled” 
contribution to agriculture through the cfaemurmc movement 

Bilbo’s proposal would also have provided $1,000,000 for marketing and mer- 
chandising activities HoiLse Hearings on AgnetiUure Department Appropriation Bid, 
19^0, p. 444. 

“ McMillen, op at , p 301, See also T. Swann Harding, Two Blades of Grass 
(Umversity of Oldahoma Press: 1947) p 53 
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1939 Secretary Wallace transmitted a book-length, report of this 
study to Congress.®® The report revealed no enthusiasm for the 
new laboratories. It pomted out that “m our young and dynamic 
nation research patterns which fit today’s needs are unlikely to 
satisfy the needs of the future.” “One certain and permanent value 
of the laboratories,” it concluded, “will rest on the fact of their 
physical existence,”®^ Dedicating one of the laboratories, Mr. 
Wallace said, “If we expect the fantastic dreams of the chemurgic 
leaders to be realized in the near future, then we are bound to be 
disappointed. But if we are patient and look farther ahead we can 
expect helpful results from the work of the laboratories.”®® 

The passage of the legislation creatmg the regional laboratories 
took the state experiment stations by surprise. Meeting late in 
November 1938, the station directors considered the new situation.®® 
R. E, Buchanan of Iowa, speaking on the subject, “In What Ways 
Can the State Agricultural Experiment Stations Advantageously 
Undertake Research m the Industrial Utilization of Agricultural 
Products,^^”, concluded, “The public has demanded and Congress 
together with both parties, farm organizations, Parm Chemurgic, 
and many individuals have approved investigations in this field. Al- 
though public clamor for a particular course of action scarcely 
proves its desirability in anything other than a political sense, 
there does seem to have been enough careful study by competent 
scientists to warrant the conclusion that research is needed on the 
industrial utilization of agricultural products.” Another speaker 
reported that $16,000,000 would be needed for industrial utiliza- 
tion research. If only $4,000,000 of this went to the regional labor- 
atories, might not the experiment stations advantageously use the 
remainder? 

Far from being satisfied with the four Federal laboratories, the 
Chemurgic movement went on to greater things. In 1939 Dr. Hale 
published another book in which chemurgy was mixed with adula- 
tion for Adolph Hitler and contempt for decadent, unscientific 
democracy.®’^ The National Parm Chemurgic Council opened 

Regional R£search Laboratories, Senate Document 65, 76tli Congress, 1st 
Session, 1939. 

Ibid , pp 9 and 403. 

Quoted by McMiflen, op cit , p. 302. “No one could entirely deny Mr, Wall- 
ace’s jibe,” MoMiUen says of tins guarded statement, 

Proc, of the 52nd Ann, Conv of the Assoc, of Land-Grant CoU and Unic, 1938, 
(published 1939), pp 181 and 186 

William J . HsJe, Forward March, Coward-McCann Inc., New York. 1939, p. 
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offices in Columbus, Ohio and in the Empire State Building* These 
offices are managed by the Council’s full time secretary and treas- 
urer, each of whom has a staff of assistants. The Council publishes 
Ckemurgic Digest semi-monthly and maintams an Information 
File Service which mails six to eight thousand reports monthly. 
There are branches of the movement in most states and in several 
foreign countries; associate members pay $10 a year, while con- 
tributing members, mostly corporations, pay dues “in three fig- 
ures.” A Board of 31 Governors directs the policy of the Council,®® 

ni 

The research and marketing program may be regarded as the 
product of an ideology, a mode of thought directed toward the 
maintenance of the existing order.®® To solve the surplus problem 
in a certain manner (e g., by maintaining high mass purchasing 
power while effecting production adjustments such as BAE pro- 
posed for cotton) would entail consequences offensive to the domi- 
nant interests in agriculture and other segments of the economy. 
From a field of vision structured by the wish to maintain the 
status quo, the research and marketing program appears as a 
happy solution to a painful problem — a solution which partakes of 
some of the most popular symbolism (since it goes under the name 
of science and efficiency), violates no prejudices, and poses no con- 


See McMillen, chapters XX “Chennirgy Heaches the Grassroots” and XXI 
“How the Chemurgic Council Works.” The membership of the Board of Governors 
is listed pp. S49-352. The representatives of agriculture are of course all business- 
men; they include, for example, Cornelius J. Claassen, whose company operates 1300 
farms for other owners and D. Howard Doane of Doane AgrictdturaiL Service, Among 
the representatives of science are some distinguished names, including Karl T. 
Compton and Robert A. Millikan 

The study of bias becomes the Sociology of Knowledge only when the situa- 
tionally-boiind nature of the observer’s peri^ective, as well as that of the observed, 
is set forth, Accordmgly it is incumbent on the wnter to make bis own bias esplicxt 
as well as he can 

The underlying reality here is the surplus problem. Unlike Wheeler McMillen 
(who knew that “millions of human stomachs around the world were insufficiently 
^ed” but saw in this “conditions . . . not markets” op, cii, p. 20.), the wnter sees 
in it an opportuniiy, not a threat — ^he sees an opportunity for widespread consump- 
tion programs (insufficiently filled stomachs make a powerful emotional appeal on 
him), for taking measures to expand the mdustrial economy to the pomt where it 
will absorb underemployed farm people and, (and here the emotion is very strong) 
for a reorganization of the Southern economy which will improve the position of the 
Negro. Thus the writer’s point of view is what Mannheim called Utopian, i e. incon- 
gruent with reahty because onented toward changing it, ^ 

Although he has the very important advantage of being aware of bis bias, ^e 
writer’s cnticism of opposmg ideologies is probably closer to the objective reality 
than would be any proposals that nught arise from ms own view. 
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ceivable threat to the existing economic, social and political order 

That it arises from this interest-bound source by no means 
invalidates the idea of the program, on the contrary, it may derive 
a unique value from this origin. The question can only be decided 
by an examination of what it leads to in action. Can laboratory 
research make an important contribution to the solution of the 
surplus problem? Can marketing research and services signifi- 
cantly expand the market? In short, is the program congruent 
with the nature of science and the underlying realities of the 
situation toward which it is directed? 

Program and Reality 

There is serious reason to doubt that the surplus problem will be 
solved m the laboratory. 

Only a few industries (fuel, paper, and building) could absorb 
any appreciable portion of the basic crops.®® Yet to achieve a sig- 
nificant result, uses must be found for enormous volumes; hundreds 
of successful projects (like that which produced the drug rutin from 
buckwheat) would have virtually no effect on the surplus problem. 
Moreover, to displace a raw material now in use a farm product 
must offer an economy. It is possible to produce alcohol from grain, 
but it is cheaper to produce it from petroleum or wood. To suppose 
that chemistry can drastically alter the ratio of costs is unwarranted. 
Because the tendency is for less costly to replace more costly ma- 
terials, agricultural products will doubtless continue to lose ground 
rather than to gain it Indeed, if chemurgy were to succeed (if 


W H. Cook “Industrial Uses of Agricultural Products,” Agnmdtural Institute 
Eettmv, (Ottawa) 1.5 (May ia46) pp. S63-368. In the only critical discussion of this 
question by a natural scientist that the author has been able to find, Dr Cook, the 
director of applied biology at the National Research Laboratory at Ottawa, says 
that the best prospects lie in finding new crops which are adapted to industrial uses 
and m finding new uses for wastes. He takes a dim view of the notion that emsUng 
suipluses can be used industnally at a profit to the fanner 

The only critical discussion by a social scientist, so far as the writer can discover, 
is that by T W Schultz m this Joubnal: “Economic Aspects of New Industnal 
Uses for Agricultural Products,” 20 . 1 (Feb 1938), pp. 134-139 

In answer to an inquiry from the wnter, E, G Moore, Coordinator of Research 
Pubheation for the Agricultural Research Administration, wrote on May 28, 1948* 
“So far as I know, no one has questioned the desirabihty of research on utilization 
and marketing. I presume, however, that someone, somewhere, would question 
anything attempted by the Federal government ” 

01 For evidence that they are losing ground see F. L Thomsen, Marketing and 
Transportaiim Sitmtuon, BAE, Nov. 1945, p 8 Also “Industrial Utilization of 
Farm Products,” Techrwilogical Trends and National Foheyi National Resources 
Committee (June 1937) pp 130-131 
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potatoes were to replace wood as a source of alcohol, for example) 
it could only be because agriculture had become so “efficient’* that 
the farm population could be almost altogether dispensed with. 

Whatever successes are achieved in utilization research are 
likely to add to the surplus of one crop while subtracting from that 
of another.®^ 

That the Department is sceptical of what may be accomplished 
along these lines in the laboratory may be seen from the fact that 
it now recommends subsidies to make industrial diversions feasible. 
“Some of those industrial uses would be valuable primarily as a 
matter of national defense,” a Department spokesman testified 
not long ago.®® “Others of these uses, how^ever, could wdth a bit of 
aid in the early stages, stand on their own feet under normal con- 
ditions. The encouragement of this latter group should be under- 
taken as an aid to agriculture, particularly as a market for large 
surpluses.” 

One may doubt that the surplus problem will be solved in the 
laboratory. In any case, it would seem that research of this kind 
is essentially no more appropriate a solution to the surplus problem 
than vrould be research directed toward finding new uses for, say, 
shoes, if shoes happened to be produced too abundantly in our 


For example while the USD A makes an elaborate effort to find mew uses for 
cotton, it also conducts research 1. on zem (the alcohol-soluble portion of corn- 
gluten) for the production of a zein fibre, 2 on residues such as straw for (among 
other things) a sugar, xylose, which can be converted mto furfural which may serve 
as a raw matenal in the manufacture of nylon, S. on feathers, which can be mixed 
with wool, nylon, or rayon (but apparently not cotton) or converted by chemical 
treatment into a synthetic protein fibre, 4. on oilseed byproducts, from the proteins 
of which fibres may be made, 5. on milk, for casein fibres to be used in textiles; 6 
on wood and wood wastes, for paperbags which will compete with cotton. 

The complexity and importance of the interrelations withm the agncultural 
segment of the economy may be seen from the following “Farmers of the Corn 
Belt had traditionally followed a com-oats or corn-oats-clover cycle. The rapid dis- 
appearance of the horse from the American scene seriously restncted the market 
for oats The possibilities of soybeans as a replacement crop were known to some 
feed manufacturers and to the Department of Agriculture and the midwestem ex- 
periment stations A vigorous extension campaign and careful selection of suitable 
varieties resulted in an increase in production from 8 million bushels in 1928 to 
about 80 million bushels in 1939 The market absorbed this new crop readily, but its 
products go mainly into the food and feed markets, where they compete directly 
with cottonseed products The only discemable remedy for this situation is to dis- 
cover, through research, other destmations for the soybean crop than the nonex- 
pansible human or ammal stomach, and on this the Urbana laboratory is working/* 
Van Arsdel, W B. “The Industnal Market for Farm Products,*’ Farmers in a 
Changing Worldy the Yearhooh of Agnculiuret 1940, p 609. 

Long-Range Policy, op ai.,p 154. 
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economy. That subsidies should be recommended for this purpose 
is of course ominous. 

The case is even plainer with the marketing program. It will not 
increase the amount that consumers have to spend. At best, then, 
it can only persuade them to spend more for food and less for other 
things, or more for some foods and less for others, a process which 
cannot possibly solve the surplus problem. Indeed merchandising 
tricks like advertising and fancy packaging will actually reduce the 
volume of food sold by adding to its cost. As to economies that may 
result from “efficiency” brought about by the program, — “I do 
not want to over-emphasize those possibilities,” C. W. Kitchen, one 
of the marketing program’s most ardent advocates, has said.®^ 

One might think that the traditional, “two blades of grass where 
one grew before” type of research would not suffer from this ideo- 
logical bent. But recently the National Advisory Council recom- 
mended: “that production research place emphasis upon the main- 
tenance of desirable balances between plant and animal products 
and between individual commodities consistent with the demand 
for such commotities and the conservation of natural resources.”®® 
Whether this is indeed a feasible basis upon which to plan a program 
of production research may also be doubted. 

The Role of the Scientists 

Within its inherent limitations, the program will be more or less 
fruitful dependmg, among other things, upon the effectiveness with 
which it uses scientists, and, through them, science itself. The 
ideology underlying the program must therefore be examined in 
this new relation. 

Here the testimony of scientists themselves should be of value. 
It should be noted, however, that this value is very significantly 
qualified by the fact that the scientists who participate in policy 
formation are administrators as well as scientists. An agricultural 
scientist, said Harvey W. Wiley, one of the earliest and best of 
them, is one who knows how to make two dollars grow on an ap- 

Long-Range Agrictdiural Policy, op. cif , pp 293-394. It is interesting to note 
that the BAE, in its Sttidy of Selected Trends and Factors Relating to the Long-Range 
Prospect for American Agriculture, expects the reduction of marketing charges mil 
be a “difficult task” despite the marketing program (ibid p. 56). Cf. also the opm- 
ionsofO H Brownleemthis JouENAii (Feb. 1948, p 68) and of Wilham H. NichoUs 
in the same issue. 

USD A ftess Release 884-48 (April 22, 1948). 
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propriations bill where only one grew before.^® Moreover, apart from 
this, most agricultural scientists — both natural and social scien- 
tists — ^are employed by public agencies,®^ state or Federal, and 
therefore are not at liberty to speak their minds in full. The example 
of BAE is before them. 

In their testimony before Congressional committees the natural 
scientists generally find it safer to use words without meaning or 
to exploit the prejudices and preconceptions of their listeners. Thus 
Dr. Lambert, head of the Agricultural Research Administration, 
advises the appropriations subcommittee • “The best world, I be- 
lieve, will be one in which farmers and scientists are tooled up to 
meet emergencies as they may arise. Now, I think that in addition 
to possible emergencies it is just good business to keep our plant 
tooled up so that we are getting facts that will help the farmer 
as much as possible at all times.”®® 

When the natural scientist in the Department does speak seri- 
iously, and as a scientist rather than a publicist, he never fails to 
point out the importance of fundamental as opposed to applied 
research. “In our desire to find quick answers to puzzling prob- 
lems,” Dr. Lambert testified recently, “we must bear in mind that 
the progress of applied research is determined by the support 
given fundamental research. We must not expect science to serve 
as an instrument of policy, rather we should look to science to 
increase our knowledge and look to policy as an expression of how 


Harvey W. Wiley, An Aviohiography Indianapolis. 1930, p 193 Thus Dr 
R. W. Tmllinger, the chief of the Office of Expenment Stations, reports to the ap- 
propriations subcommittee that the stations have used 40% of the 1948 Research 
and Marketmg Act allotment (twice the proportion required) for marketmg re- 
search, a use necessitated by impendmg surpluses, and at the same time urges an 
increase m funds for 1949 on the ominous grounds that “farmers are faced with the 
necessity of continuing production at unprecedented high levels in order to meet 
world needs for food and fibre This means continuation and intensification of high- 
pressure production practices by all means available includmg especially the adop- 
tion of all known measures for increasmg efficiency m the production and utilization 
of food, feed and fibre ” HeanngSy'p 598. 

In a paper given before the Farm Economics Association in 1939 (This Jouenal 
21:1, p. 8), H. R. Tolley observed that over 100 of the 116 agricultural economists 
attendmg the association’s meetmg were on the public payroll. Charles E Kellogg 
has calleS attention to the fact that most natural scientists in agriculture are em- 
ployed by pubhc institutions (“What is Farm Research?”, Seience in Farming, the 
Fear6ooI* 1943-1947, p 22) 

For an dlummating discussion of some probleins in the formulation of social 
science research in agriculture see Charles M. Hardin, “Programmatic Research and 
Agricultural Pohcy,” This Journal 29:2 (May 1947), pp 371-'374. 

88 Apjpfrop, Hearings, p. 566. 
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we want to use our knowledge. Even in applied research we cannot 
buy results like beans in the corner store. . . . Some dollars and 
some projects may never produce the answers we are looking 
for 

While the scientist-administrators of the Department unfailingly 
point out the need for fundamental research, they are also quick 
to rationalize, in the name of democracy, their subservience to the 
demands of pressure groups for applied research. “Sometimes,’’ 
writes Charles E. Kellogg of the Bureau of Plant Industry, Soil, 
and Agricultural Engineering,^® “items of popular interest receive 
undue emphasis at the expense of more important fundamental 
research. ...” (Dr. Kellogg’s own bureau spent $63,900 on funda- 
mental and $7,142,400 on applied research in 1947) “ . . . but,” Dr. 
Kellogg continues, “on the whole the agricultural research program 
has benefitted from this procedure; %t has been forced to keep close to 
the real problems of the people,^* (Italics added.) Having supplied 
this justification. Dr. Kellogg goes on to speak of what concerns him 
as a scientist’ “Thought must be given to ways for broadening the 
scope of individual appropriation items to allow greater discretion 
to the scientists themselves; holding scientists accountable for their 
use of public funds; and avoiding unreasonable dictation as to what 
the scientists shall investigate.” 

To a Congressman or a pressure group representative, a scientist 
is no different from other not-very-well-paid employees — ^he ought 
to expect to take orders from the person who pays him and to be 
fired if he doesn’t produce results. Congressman Clarence Cannon, 
as chairman of the House Appropriations Committee, pointed out 
with amazement that the Department actually retained on the 


Long Range AgriimUural Policyt op dt p 57 According to William H Nidaolls 
(this JouBNAL, op cit ) it will be “inexcusable” if fundamental research m marketmg 
IS not done under the Act 

To the wnter it seems that science must serve as the instrument of policy, for 
the notion of “science for seiei^ces* sake” is absurd The real question is what policy 
(i e , directed by whom and toward what objectives) will result m the greatest short 
and long-run returns. While the scientists’ unammity on the importance of funda- 
mental research is impressive, it ought not to be accepted uncritically. The subject 
is one that will bear a great deal of investigation. 

70 “What is Farm Research!^” Science in Farming, op, cit,p ^4 For another in- 
stance of this kind of rationalization, see the Department’s statement in The Presi- 
dent’s Scientific Research Board, Science and Public Policy, Vol. II “The Federal 
Research Program,” p. Ill In this report (p. 114) the Department’s expenditures 
for fiscal 1947 are broken down by Bureau and by type of research The totals are as 
follows (in thousands)* “fundamental” $9,4711, “background” $10,728 2; “ap- 
plied” $13,711; and “development” $4,417 4 
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payroll scientists who did not produce the desired results in what the 
Congressman considered to be a reaonsable length of time.’'^ 
Recently a member of the National Advisory Committee — ^Robert 
R. Coker, vice-president of Coker’s Pedigreed Seed Company and 
a director of the National Cotton Council — told Mr. Cannon that 
the Advisory Committee had arranged to get from Mr. Meyer a 
list of the research projects by geographic area so that the com- 
mitteemen can “look m on the man doing the work and try to form 
our own opinions as to its value.” This sounded like a good idea to 
Mr. Cannon. “By all means,” he said, “It is difficult to see how you 
could effectively judge what is being done unless you did look into 
it personally.”^^ 

Conclusion 

What conclusions may be drawn from the Sociology of Knowl- 
edge for use in planning agricultural research? The first is that bias 
ought to be made explicit. Every perspective has its societal setting 
and therefore complete obj'ectivity is quite impossible of attain- 
ment The closest we can come to objectivity is to understand our 
biases and to compensate for them deliberately. Bias may be fruit- 
ful, while objectivity, if it could be attained, would be sterile for 
many purposes There is no absolute truth, there are only “rela- 
tional truths;” these consist of relations among the situationaliy- 
congruent elements of various perspectives. Thus it is by self- 
conscious examination of widely different biases that we are most 
likely to arrive at truths having predictive value 

This means that Congressional committees ought to include some 
members who do not depend on farm support^^ ^nd that (like the 
courts Tvith their public prosecutors and the Church with its 
Devil’s Advocate) they should take pains to hear witnesses who 


71 Approp Hearings^ p 576. See the same point of view expressed by Representa- 
tive Whitten, ibid , p 805, and Representative Andersen, ihd , p SOS In the House 
Hearings for fiscal 1940 (p 168), see Representative Lambertson’s proposal that 
the USDA research facilities be abolished and prize-essay contests substituted. 

’^Ibid.pp 5 ! 27-528 

^ “I do not know that there has ever been an instance since I have been around 
Washington when anyone not from an agricultural district or agricultural State 
has been given an assignment upon the Agnculture Committee m the House or 
Senate,” Senator White of Maine remarked not long ago “I am just wondenng,” 
he went on, ‘Vhether, as a matter of prmeiple we ought to have a representative 
of the consumers upon the Agriculture Committee . Organxzcdion of Congress, 
Hearings of Joint Committee on Organization of Congress, 79th Cong 1st Sess , 
1945, p 882. 
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will present the case against as well as for. Scientists who have no 
connection with agriculture or with institutions dependent upon 
appropriations ought to participate as consultants in the planning 
of agricultural research. There should be an end to administration 
by pressure groups.^^The planning process ought to tbe administered 
by persons trained in the traditions of the scientist and the pub- 
lic servant and trained, too, to recognize biases (their own as well 
as others’) and to sort values from facts, insofar as that is possible. 

It may be objected that it is naive to suggest a rational proce- 
dure for planning under the Research and Marketing Act because 
of the unplanned and irrational character of the Act itself and of 
the forces behind it. If planning is to make sense, it may be argued, 
it must be powerful enough to deal with the central issues (the sur- 
plus problem), not merely those at the periphery of interest. If the 
Act is no more than an incident, a by-product of politics, if it is 
merely an obstruction thrown in the way of the power-seekers by 
the power-holders (who know that they can neither front the sur- 
plus issue nor leave it alone), then surely the directive power must 
concern itself with the central political issue, the surplus problem. 

But the “scientific” method may not be an appropriate or de- 
sirable approach to a political problem, it may be further objected.^ 
The issue is a struggle over power. The reasonable way may there- 
fore be quite inappropriate. Indeed it may succeed only in pre- 
venting a resolution of the power struggle and the attainment of 
an eqmlibrium of power in which rational activity could proceed 
in a routinized way. 

Without attempting again the task of taking the politics out of 
politics, it may be pointed out that planning may serve a useful 
purpose by changing the terms of the power struggle. A develop- 
ment plan (in city planning the term is “master” plan), for ex- 
ample, may project a desirable pattern of growth far into the future. 
It is against this pattern, which has been approved by the public 

Paid H. Appleby, a former Ilnder-Secsretaiy of Agriculture wntes, "Govern- 
ment must be big enough and powerful enough to be definitely superior to any and 
all special-interest groups By tbe same token, governmental power should be exer- 
cised only by government-minded persons, by persons sensitive to tbe public mterest 
and to pubhc opinion and publicly responsible for their official acts.” Readers of this 
article may not agree with Mr. Appleby’s next sentence "It is so exercised m the 
United States government today.” Big Democracy, New York 1945, p 88 

™ SeeH. J. Morgenthau, Scientific Man and Power Politics, Umversity of Chicago 
Press, 1946 
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and cannot be capriciously changed, that important proposals 
must be judged. The development plan, then, casts a beam of light 
far into the future where it illuminates the alternatives, the real 
ones and the spurious ones. The surplus problem can then be seen 
in its real nature in relation to the measures that will be taken for 
its solution, measures Trhich may be a, b, or c (all of which are 
congruent with reality) as the play of power politics may determine. 
But, if, as an incident in the power struggle measures d and e are 
proposed, it will be seen in the light of the development plan that 
these are not congruent with the reality, that they are indeed 
obstructions. Thus politics will have become a somewhat more 
elaborate and difficult game, since it will have to take reason into 
account as never before, "‘How is it possible,” Mannheim asked, 
“for man to continue to think and live in a time when the prob- 
lems of ideology and utopia are being radically raised and thought 
through in all their implications?”^® Alongside of this a parallel 
question may be phrased . in a time when a development plan exists, 
how will it be possible to live as if no plan existed? 


Op, ctt, p 88 and especially 169. 



ADAPTATION OF THE FARM CAPITAL STRUCTURE 
TO UNCERTAINTY* 

Donald C. Horton 
Bureau of Agrundtural Economics 

NE major area of interest in economic uncertainty is its con- 
ditioning influence on the structure and operations of the 
firm. Both general observation and an extensive literature on the 
theory of uncertainty suggest the operation of a number of such 
conditioning influences. But empirical verification so far has made 
little progress. This paper is concerned with the rather limited ob- 
jective of presenting a few data bearing on apparent adaptations of 
the capital structure of agriculture to two different kinds of un- 
certainty situations. 

As terminology in this field is far from standardized, the mean- 
ing attached to certain terms used here needs to be clarified at the 
outset.^ The term “capital structure” is used in a broad sense to 
include the entire group of financial arrangements through which 
the firm achieves and retains control over resources used in its 
operations. Capital-structure adaptations thus include those relat- 
ing to leasing arrangements as well as to the usual types of equity 
and credit financmg In this connection, the “farm firm” is treated 
as an impersonal entity conceptually separate from those persons 
who may participate in its operation and financing — operators, 
landlords, and creditors. This is much the same concept as that often 
used in accoimting theory to define “the business.” Such a concept 
is necessary if the capital structures of farms with different tenure 
and other financial characteristics are to be placed on a comparable 
basis for further analysis. 

As capital structure adaptation is only one of several possible 
kinds of adaptations to uncertainty, it would not be surprising to 
find agricultural situations in which the degree of uncertainty con- 
fronting the firm differs greatly but in which capital structures 
show little difference. Adaptation might take other forms, such as 

* This represents a revision of a paper prepared for informal discussion at a 
research conference on problems in economic uncertamty at the University of 
Chicago m June 1948. 

^ No claim is made for the superiority of these concepts and definitions for all 
analytical purposes They are used m this paper m part because of the nature of the 
data available for study 
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adjustment in the size of farm business or greater diversification of 
farm enterprises. But the adaptations of capital structure that do 
take place would be expected to be consistent in general with the 
economics of the firm. In general, capital-structure patterns would 
be expected to reflect a tendency for the cost of uncertainty bearing 
to the firm to be reduced to a minimum m view of the requirements 
of continued efficient operation of the firm as a whole. Put in an- 
other way, the capital structure would be expected to adjust to 
uncertainty in such a way that arrangements for uncertainty bear- 
ing in the capital structure would tend to become adapted both to 
the circumstances causing the uncertainty and to the relative 
efficiencies of different types of capital suppliers in performing the 
uncertainty-bearing function. 

Data are not available to test for all, or even for a large number, 
of the possible causal relationships of uncertainty to farm-capital 
structure. Only two kinds of situations are considered in this 
paper: (1) Wide differences in uncertainty for the firm that stem 
from variability of crop yields caused mainly by natural hazards; 
and {%) vride differences in uncertainty for the firm that stem mainly 
from variations in the importance of day-to-day management in 
its financial success. High uncertainty of the first t5q)e is analogous, 
in the nonfarm field, to that found in speculative mining and oil- 
drilhng ventures. High uncertainty of the second type is likely to 
be found among such nonfarm enterprises as specialized retailing 
in which careful attention to day-to-day details makes the differ- 
ence between success and failure. 

Development of data relating to these two types of uncertainty 
situations permits additional analysis that cannot be made on the 
basis of data relating only to uncertainty of one particular type. 
As already mentioned, one would expect in general that capital 
structure adaptations to high uncertainty would distribute the un- 
certainty bearing function in such a way as to minimize the cost of 
performing this function. But the particular form that the adapta- 
tion takes would be expected to vary with the relative efficiency of 
different groups in performing this function. This in turn may re- 
flect the varying circumstances which give rise to the uncertainty. 
Cross comparisons of the patterns of adaptation found in the case 
of the two types of uncertainty situations can be made on the basis 
of specific items relating to the capital structure patterns of farms. 

For purposes of this study, variations in the first type of uncer- 
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tainty are illustrated with data for 24 Great Plains wheat counties 
which have widely difiPerent records of wheat acreage abandonment. 
Variations in the second type of uncertainty are illustrated with 
data for 27 counties in the North Central States in which the pro- 
portion of total production represented by dairy products varies 
widely. In this 27-county sample, it is assumed that the importance 
of day-to-day management varies roughly with the proportion of 
total production represented by dairy products. The rationale of the 
decision to use data for these two groups of counties is discussed 
further in a later section. 

Specific data used in this paper are in part a byproduct of another 
research project which has studied mainly broad relationships be- 
tween the financial organization of farms and their characteristics 
as capital-using entities.® In that study each of the 108 counties 
is used as a separate observation. Estimates are made for each 
county for 1940 to describe. (1) The size and asset structure of 
farms; (2) the nature and composition of the gross product; and 
(3) the capital-structure patterns as measured by estimates of 
amounts and kinds of interests in the assets. Without going into 
detail, the main point for this paper is that the data from that 
study are estimates for entire counties for 1940. On no other basis 
is it possible at present to develop a body of comprehensive data 
that show enough about capital-structure patterns of farms to war- 
rant analysis. 

Adaptation of Capital Structure to Uncertainty Arising 
from Variation in Yields 

Because yield uncertainty varies so widely among counties in the 
Great Plains, selected counties in that region are used to provide a 


2 A cooperative research project of the Bureau of Agricultural Economics and 
the National Bureau of Economic Research, Inc. The research report is in the review- 
draft stage at the time this is written. 

The use made of tiiese data m the major research project involved a search for 
more b^ic general relationships of capital structure to economic characteristics of 
the agriculture than those which are only regional in scope As uncertainty appar- 
ently reflects itself m a variety of ways in different kinds of agriculture, no attempt 
was made in that study to treat uncertainty separately Instead, discussion of the 
separate influence of different kinds and degrees of uncertainty was confined to 
footnotes and appendixes — as possible explanations of the failure of the data to yield 
entirely consistent relationships of capi^ structure to asset size, asset structure, 
and product composition. The illustrations presented here represent an attempt to 
develop further a part of this footnote and appendix material, with the over-all re- 
sults of the other project serving as a general framework of reference. 
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basis for comparisons of farm-capital structures. Avaflable data axe 
not entirely satisfactory for this purpose because estimates must be 
improvised from fragmentary capital-structure data pieced to- 
gether from many sources, including special surveys Accordingly, 
the analysis is handicapped at the outset not only by the roughness 
of some of the data but also by having to use a limited number of 
widely separated counties with only one thing in common — a large 
proportion of the product throw-off in the form of wheat.^ The 
location of these counties is shown in figure 1. 

The question that immediately arises relates to a statistically 
feasible method to distinguish among the M selected counties as 
regards probable degree of yield uncertainty. Crop-insurance rates, 
for example, reflect the judgment of the Federal Crop Insurance 
Corporation with respect to the rates that should be charged to 
differentiate among farmers in regard to their proper share of the 
cost of the insurance pool. But because of certain techmcal prob- 
lems in using these data on a county basis, a rather simple statistical 
device was tried and found to agree fairly well with a number of 
other general indicators of yield variability. This device is the an- 
nual average percentage of wheat acreage abandoned for the years 
1926-42. Differences in the percentages are so great that this de- 
vice appears to differentiate well enough among the 24 counties to 
warrant the conclusion that the 8 high counties as a group contain 
agriculture which involve substantially more yield uncertainty 
than do the 8 low counties.^ 

One difference in the three groups of counties is found in the ex- 
tent of asset deflation in the 1930^s. Comparative data are shown 
below:® 



Group 

Group 

II 

Group 

m 

Percentage of wheat acreage abandoned, 
1926-42 

34 

19 

8 

Percentage change in value of physical as- 
sets, 1930-40 

-46 

-46 

-83 


^ These ^4 counties include all wheat counties for which usable data are available 
on the several capital-structure items. 

* The use of this device involves the assumption that yield uncertainty is likely 
to vary with extent of crop abandonment. 

* In these and all other computations each county is given equal weight in the 
averages. 
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Whether asset value levels were better adjusted in 1930 to long-run 
yield uncertainty than they were in 1940 is an interesting question 
on which to speculate. Had asset values declined during the 1930*s 
by about the same percentage for all three groups, it might have 
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been argued that an allowance had already been made for differ- 
ences in yield uncertainty in the 1930 values.® 

But aside from the question of the extent to which the market 
discounts differences in yield uncertainty in putting values on 
agricultural assets, the fact that asset deflation was substantially 
greater in Groups I and II than in Group III complicates direct 
comparison of the capital-structure patterns of the three groups of 
counties in 1940. The mere fact that asset values fell 46 percent in 
two groups and only 83 percent in the third affects the comparabil- 
ity of the 1940 debt and equity items in the capital structures of 
the three groups of counties. Evidence based on an analysis of the 
entire 108-county sample, for example, indicates a fairly clear 
direct relationship between asset deflation in the 1930’s and 
creditor interest in assets in 1940, particularly in the ratio of 
mortgage debt to the value of mortgaged farms. Operator interests 
in total assets in 1940, on the other hand, were inversely related to 
asset deflation in the 1930*s. A simple stratification device is used, 
therefore, to hold average asset deflation relatively constant for 
the three groups of counties while still classifying the counties into 
groups by the extent of abandonment of wheat acreage.*^ This re- 
grouping of counties produces three groups of 8 counties each that 
still differ sharply in the average percentage of wheat acreage 
abandoned but that are comparable as regards average asset defla- 
tion in the 1930’s The results of the stratification procedure are 
shown below 



Group 

Group 

n 

Group 

III 

Average percentage of wheat acreage 




abandoned, 1926-42 i 

31 

19 

11 

Percentage change m value of physical as- | 




sets, 1930-40 

—42 

-42 

-42 


° The lack of a difference in asset deflation between Groups I and II lends some 
support to this view It may be that the smaller asset deflation m group III reflect 
in part a less disorganized real estate market m that group in the late lOSO’s In this 
connection it is of some interest that from 1940 to 1945 real estate values alone rose 
74 percent m group I, as compared with 55 percent in group II and only 29 percent 
in group III It is possible, however, that assets in groups I and II were valued at a 
relatively too high level m both 1930 and 1945, 

^ The 24 counties were first arrayed from greatest to least asset deflation m the 
1930*s. The array was then divided into groups of three, which were then arrayed 
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For the comparison of capital-structure patterns to be most 
meaningful, it is desirable also to have the average size and basic 
business structure of farm firms reasonably comparable by groups. 
The following indices have been computed to determine to what 
extent such comparability results from the grouping of counties 
after stratification by asset deflation in the 1930*s. 


Indices of asset and product characteristics 
of farms in 1040 

Group 

Group 

n 

Group 

m 

Asset Characteristics 

Average physical assets per farm 

$12,070 

$12,131 

$11,371 

Percentage of total physical assets represented 
by* 

Land 

67 

61 

57 

Buildmgs 

12 

14 

17 

Non-real-estate assets 

21 

25 

26 

Percentage of total acreage in cropland 

59 

56 

64 

Value of farmers’ dwellings in 1930 as a percent- 
age of the value of farm real estate m 1930 

7 

9 

10 

Product Characteristics 

Percentage of total value of product represented 
by: 

Crop and hvestock sales 

79 

75 

71 

Dairy product sales 

8 

9 

10 

Poultry, poultry products, and other miscel- 
laneous product sales 

Farm products consumed by the farm house- 
hold 

4 

6 

8 

9 

10 

11 

Average number of days off-farm work per farm 
operator 

37 

22 

19 


Average asset size was somewhat larger in Groups I and 11 than 
in Group HI. Furthermore, in Group I asset composition ran some- 
what more heavily to land, and product composition ran somewhat 
more heavily to crops and livestock (mainly crops) than in the 
other two groups. But, on the whole, it seems safe to assume that 
differences among the three groups are not too great to invalidate 
general comparisons of capital-structure patterns.^ 

separately from high to low according to the average percentage of wheat acreage 
abandon^ in the period 1926-42. The counties with the highest ratio in each of the 
S groups were then combined to form a new group I Groups 11 and III were simi- 
larly constituted. 

Because of the small sample, there is some doubt about the efficien(?y of any strati- 
flcation procedure, but it would seem to regroup the M counties so lhat differences 
m asset deflation among groups of counties would not dominate the comparisons of 
capitahstructure pattem^s to as ^eat an extent as in the unstratified sample 

® Where appropriate, these differences can be tahen account of in the comparisons 
on the basis of general relationships of asset and product characteristics of agricul- 
ture to capital structure found in the study of the entire 108 counties. 
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Comparisons of the capital-structure patterns of the three groups 
of counties are limited by available data. The broadest basis of 
comparison that seems feasible relates to the percentage distribu- 
tion of interests in physical assets among operators, landlords, and 
creditors. These estimates are shown below: 


Interest in physical assets (percent) 

Group 

Group 

II 

Group 

in 

Operators 

30 

1. 37 

38 

Landlords 

85 

85 

S3 

Creditors 

35 

SS 

29 


The operator interest was lowest in Group I. But from relation- 
ships found in the entire 108-county sample, it is not inconsistent 
to find somewhat lower operator interests in the agriculture with 
the higher-than-average physical assets per farm, the higher-than- 
average percentage of assets in land, and the higher-than-average 
proportion of value of product from crop and livestock sales. The 
lower operator interest may be accounted for in part, also, by the 
temporary holding of land by former creditors and by temporarily 
higher debts carried over from the 1930’s. Accordingly, too much 
weight should not be placed on the fact that operator interests were 
relatively low in Group I. 

But these data give no support to the view that high yield un- 
certainty forces farm operators to furnish a higher-than-average 
proportion of the capital invested in agriculture subject to such 
uncertainty. Greater uncertainty stemming from yield variability 
apparently does not make it necessary for farm operators to as- 
sume greater financial responsibility by owning a larger part of the 
assets used in such farms. On the other hand, the mere fact that the 
landlord interest runs as high as it does in Group I suggests that 
area-wide yield uncertainty does not necessarily repel landlord in- 
vestment.® Such agriculture may attract considerable equity capi- 
tal on a speculative basis for somewhat the same reasons that 
mining ventures often are able to attract speculative equity capital. 

From the viewpoint of the distribution of the uncertainty-bearing 

® 1940 is too dose to the depression years to be most useftil for this comparison. 

view of this fact, it is of mterest that some evidence supporting this observation 
is found by Mr. E. Lloyd Barber of BAE when data for individual Kansas farms for 
more recent years are grouped by yield variabihty classes. ' 
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function among investor groups, more information than is now 
available is needed on the sharing of this function between land- 
lords and operators in the case of tenant-operated farms. Some 
evidence indicating that landlord investment in the counties with 
high yield uncertainty was somewhat more in the nature of specula- 
tive common stock than was such investment in low yield un- 
certainty counties can be adduced from certain Census tenure 
statistics Comparisons based on methods of rental in the three 
groups are shown below: 


Method of rental 

Percentage distnbution of value of real estate 
in tenant-operated farms in 1940 

Group 

I 

Group 

11 

Group 

III 


Percent 

Percent 

Percent 

Cash 

5 4 

9 4 

7 9 

Cash-share 

15 S 

35 8 

41 1 

Share 

75 1 

51 3 

47 8 

All other 

4 S 

3 5 

3 2 

Total 

100 0 

100 0 

100.0 


The most striking point in this tabulation is the high proportion 
of the value of tenant-operated farms in Group I represented by 
farms under share lease (about 75 percent as compared with 48 
percent in Group III) In 1945 the percentage in farms under share 
lease in Group I was 77 percent as compared with 5£ percent in 
Group III, which suggests that 1940 was not an abnormal year in 
this respect. 

Data on the relative importance of the part-owner type of farm- 
business organization in these groups of counties also are revealing. 
In 1940 about 44 percent of the total farm real estate value in 
Group I was in part-owner farms, whereas the percentage in part- 
owner farms in Group HI was 35 percent. This also may be a form 
of adaptation of capital structure to yield uncertainty. The opera- 
tor may attempt to minimize his own fixed charges by owning only 
a part of the land he operates and renting land from a nonoperating 
owner. This tenure arrangement tends to place the uncertainty 
bearing associated with land ownership upon those who may have 
greater ability to bear it, thus increasing the eflSciency with which 
this function is performed. 

We turn next to the creditor interest in more detail. Selected 
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data bearing on the real estate credit picture in the three groups of 
counties are shown below 


Mortgage credit mdices in 1940 

Group 

Group 

n 

Group 

III 

Percentage of farms under mortgage 

58 

48 

51 

Percentage that mortgage debt is of the value of 




mortgaged farms 

49 

45 

52 

Percentage that mortgage debt is of the value of 




all farm real estate 

23 

21 

24 

Percentage of total farm-mortgage debt held by: 
Federal land banks and Federal Farm Mortgage 




Corporation 

72 

55 

49 

Insurance and mortgage-investment compames 

5 ! 

15 1 

20 

Commercial and savings banlcs 

3 

4 

3 

Lidmduals and miscellaneous lenders 

20 

26 

28 


A higher than average percentage of the farms in Group I had 
mortgage debts but the debt-to-value ratio in Group I was no 
higher than that for the entire group The land banks and FFMC 
held a high proportion of the real estate loans in that group. This 
may reflect in part the overhang of the refinancing activities of 
the 1930’s, but it seems probable that some difference might be 
found also in other periods Insurance companies apparently did 
not lend heavily m Group I despite the fact that for the entire 
sample of 108 counties, agriculture with asset and product charac- 
teristics like those of Group I shows heavy participation by insur- 
ance companies. It seems reasonable to conclude that the greater 
yield uncertainty in Group I was an important factor influencing 
these lenders’ loan policies. Banks were an unimportant source of 
real estate credit in all three groups, and private individuals’ loans 
were a lower percentage of total real estate debt in Group I than 
in Group III. 

Agriculture such as that in Group I may attract considerable 
equity investment by nonoperating individuals, even though it 
may not attract mortgage loans by such individuals to so great an 
extent as does that in Group III. It is possible that the mortgage 

An hypothesis for further investigation suggested by these data is that high 
yield uncertainty residts in high debt frequency relative to the ratio of debt to value 
on mortgaged faims The number of farms under mortgage may reflect mainly the 
demand for real estate credit, whereas the ratio of debt to value of mortgaged farms 
may reflect more the supply factor — ^the willingness of lenders to extend credit 
However, the evidence is not clear enough from these data to warrant any definite 
conclusions on this point. 
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contract does not provide enough added security to cause invest- 
ment to follow the debt-financing path in preference to the path 
of outright equity investment. In agriculture that is subject to 
great yield uncertainty, the inability of the borrower to live up to 
the terms of the usual mortgage contract in prolonged periods of 
low yields may impose disadvantages on lenders not unlike those 
of equity investors, without giving them the off -setting advantages 
of participating in the large returns from unusually large yields. 

The 194!0 figures on mortgage debt doubtless are influenced by 
developments in the 1930’s. But the fact that all private lender 
groups were less important in Group I than in Group HI suggests 
that the private mortgage contract as such is not very well adapted 
to shift uncertainty bearing to equity investors in that group of 
counties. It is possible that agriculture can involve so much uncer- 
tainty (or so much of a particular kind of uncertainty) that specu- 
lative equity investment by outsiders actually is better adapted to 
its financing than is conventional private mortgage financing. The 
mortgage contract may be well adapted to the shifting of uncer- 
tainty bearing from capital suppliers to other shoulders only within 
a certain range of uncertainty or only in connection with particular 
types of uncertainty situations. 

Whereas real estate loans in Group I were about the same per- 
centage of real estate assets as in Group HI, the non-real-estate 
loans of the four lender groups for which data are available were 
much higher in 1940 in relation to non-real-estate assets in Group I 
than in Group III (44 as compared with 23 percent). Comparative 
data are shown below: 



Group 

Group 

n 

Group 

m 

Percentage that non-real-estate loans of principal 
lending institutions are of non-real-estate as- 
sets: 

44 

27 

23 

Banks and production credit associations 

17 

14 

12 

PSA and emergency crop and feed loans 

27 

13 

11 


Non-real-estate loans of both types of lenders were high in relation 
to non-real-estate assets in Group I Possibly fluctuating yields 
tend to result in more carry-over loans on the average with the re- 
sult that some of the capital that should be regarded as long-term 
investment is furnished, nominally at least, on a short-term basis. 
At least, a good a 'priori case can be made for the proposition that 



Adaptation op Fahm Capital Structure to Uncertainty 87 


in agriculture subject to great yield variability a substantial part 
of the annual production and living expense should be regarded as 
potentially long-term investment.^^ 

Although data for any specific date are likely to reflect short-run 
influence as well as those of a longer run nature, the data for 1940 
presented above still may reveal some of the basic relationships of 
the capital structure of the farm firm to uncertainty that stems 
from yield variability. No evidence is found to suggest that capital- 
structure adaptation to high yield uncertainty takes the form of 
requiring the operator to furnish a larger-than-average proportion 
of the capital. Nor is there any support for the proposition that 
nonoperating owners tend to avoid such agriculture. Particular 
creditors, such as insurance companies, avoid such agriculture, but 
depression-induced lending beclouds the picture too much to permit 
any sweeping generahzation about the attitude of creditors in gen- 
eral toward such agriculture. 

There appears to be a tendency, at least, for agriculture that is 
subject to high yield uncertainty to develop a capital structure that 
draws capital from sources peculiarly adapted to bearing the un- 
certainty that is inherent in such agriculture. In this sense, there is 
some support for the hypotheses that capital-structure adaptations 
tend to get the uncertainty-bearmg function performed on a rela- 
tively efficient basis. Data such as have been presented here, how- 
ever, throw very little light on such questions as whether agricul- 
ture subject to high yield uncertainty tends to be unduly handi- 
capped in obtaining adequate capital from all sources combined. 
It would seem hazardous to reach any conclusion on this point on 
the basis of the reaction of particular sectors of the capital market 
to this kind of agriculture. Hesitation to lend on the part of particu- 
lar creditor groups may be offset by the willmgness of equity inves- 
tors to finance such agriculture on a basis which gives them an 
opportunity to share in the profits of the years of high returns. 

Adaptation of Capital Structure to Uncertainty Associated with 
the Crucial Importance of Management 

In the previous illustration, the differences in uncertainty for the 
firm under consideration were those assumed to be associated 

This point is dearer if the firm maintained large financial reserves to tide over 
bad years. In bad years a substantial part of this fund would be invested in produc- 
tion and hvmg e3q>enses and m good years more of it would be in liqmd reserves. 
The fund, as su<^ would be a part of the permanent capital of the busmess. 
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mainly with differences in yield variability. In this second illustra- 
tion, the differences in uncertainty under consideration are those 
assumed to be associated with differences in the internal charac- 
teristics of farm firms that influence the significance of day-to-day 
management in financial success. 

It is true that the human element involved in management is a 
factor of uncertainty confronting all types of farm firms. But some 
kinds of agriculture permit rather standardized procedures which 
can be carried out in routine fashion without much danger that un- 
usually heavy losses will occur as a result of poorer-than-average 
management. The assets used are such that they are not harmed 
greatly by poor management, even though current income may 
be reduced thereby Large-scale cash-grain farming would seem to 
rank toward the lower end of the scale measuring uncertainty that 
is associated with the crucial importance of day-to-day manage- 
ment. At the other end of the scale would be found agriculture in 
which day-to-day decisions make the difference between success 
and failure. It is probable that dairy, poultry, fruit and some kinds 
of specialty crop farming (perhaps tobacco) fall at the upper end of 
this scale Success depends, it is true, on good land and other neces- 
sary resources, but to a very great extent the way in which the farm 
is operated spells financial success or failure. Farm firms engaged in 
this latter type of agriculture are considered here to involve a tend- 
ency to high uncertainty which stems from the crucial importance 
of day-to-day management in financial success. 

As in the previous illustration, it is assumed here that uncer- 
tainty associated with the management factor varies with objec- 
tively measurable characteristics of the firm. It is assumed that 
farms engaged heavily in operations such as dairying and general 
farming would involve more uncertainty of this character than 
would farms engaged heavily in cash field crop production. From 
the standpoint of yield uncertainty, of course, the reverse might 
well be true, but here the emphasis is placed on uncertainty that 
stems from the internal nature of the business rather than from 
the operation of external forces 

Uncertainty stemming from the one influence does not exist m isolation from 
uncertainty stemming from other influences. The best that can be done at present 
in the construction of models for comparative purposes is to choose kinds of agricul- 
ture in which yield uncertamty is low but substantial differences are found in char- 
acteristics of the agriculture that presumably would give rise to varying uncer- 
tainty for the firm because of the management factor 
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Three Selected Counties 

Probable relationships of importance of management to capital 
structure may be illustrated with data for three individual counties. 
Green County, Wisconsin, is used to illustrate a kind of agriculture 
that is characterized by a tendency to high uncertainty for the firm 
because the kinds of assets used in farming and the concentration 
on dairy farming make financial success heavily dependent upon 
day-to-day management.^® Garfield County, Oklahoma, is used to 
illustrate a cash field crop type of agriculture m which the day- 
to-day management factor presumably is less critical.^^ Delaware 
County, Iowa, is used to illustrate an intermediate type of agricul- 
ture. Indices showing general characteristics of the agriculture in 
these three counties are presented below. 


Indices of asset and product characteristics 
of farms in 1940 

Green 

County, 

Wisconsin 

Delaware 

County, 

Iowa 

Garfield 

County, 

Oklahoma 

Asset Characteristics 

Average physical assets per farm 

$14,584 

$16,511 

$15,244 

Percentage of total physical assets represented | 

by 

Land 

33 

! 

47 ! 

69 

' Buildings ! 

38 

28 ' 

11 

Non-real-estate assets 

34 

29 

20 

Percentage of total acreage m cropland 

49 

65 

66 

Value of farmers’ dwellings as a percentage of the 
value of farm real estate m 1930 

18 

14 

8 

Product Charactenstics 

Percentage of total value of product represented 
by 

Crop and livestock sales 

36 

62 ! 

SO 

Dairy product sales 

50 

21 

8 

Poultry, poultry products, and other miscel- 
laneous product sales 

5 

8 

5 

Farm products consumed by the farm house- 
hold 

9 

9 

7 

Average number of days off-farm work per farm 
operator 

13 

14 

32 

Average percentage change in physical assets, 
1930-40 

-26 

-26 

-21 


The point needs to be emphasized that in assuming that such agriculture has 
a tendency to high uncertainty it is not argued that mortahty of firms is unusually 
high A tendency to high uncertainty need not result in numerous business failures 
Adaptabons in capital structure and other features of farm organization may off- 
set this tendency Similarly, m the high-nsk wheat counties it is conceivable that 
a type of business and financial organization better adapted to yield variability 
might reduce the mortahty of farm firms to the average for the country. Still such 
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As these three counties are “picked” for particular characteris- 
tics rather than chosen at random, too much weight should not be 
given to the specific results.^^ They were selected not only because 
of wide differences in kind of agriculture but also because both 
average asset size per farm and asset deflation in the 1930’s were 
approximately equal for all three counties. The average farm for 
each county thus is comparable as regards both asset size and finan- 
cial experience in the 1930’s. This facilitates comparisons of capital- 
structure items. Indices of variation in capital structure are shown 
below: 


Indices of characteristics of financial 
organization of farms in 1940 

Green 

County, 

Wisconsm 

Delaware 

County, 

Iowa 

Garfield 

County, 

Oklahoma 

Distribution of interests in assets (percent) 
Operators 

47 

47 

47 

Landlords 

26 

S3 

36 

Creditors 

27 


17 

Percentage of farms under mortgage 

51 

45 

44 

Percentage mortgage debt of the value of 
mortgaged farms 

i 

62 

52 

30 

Percentage mortgage debt of the value of all 
farm real estate 

34 

23 

16 

Percentage of total farm-mortgage debt held 

Federal land banks and Federal Farm 
Mortgage Corporation 

26 

26 

31 

Insurance and mortgage-investment com- 
panies 

3 i 

39 1 

38 

Commercial and savings banks 

12 

9 

12 

Individuals and misceUaneous leaders 

59 

26 

19 

Percentage non-real-estate loans of principal 
lendmg institutions of non-real-estate as- 
sets: 

7 

6 

IS 

Banks and production credit associations 

6 

5 

11 

FSA and emergency crop and feed loans 

1 

1 

2 


The fact that operator interests were 47 percent of total assets 
in all three counties may or may not be significant. Still, this agrees 

agriculture might be said to involve high uncertainty on the assumption of no adap- 
tation to this factor. 

This county is one of the 24 counties previously discussed It had an average 
abandonment percentage of only 4.3 percent of wheat acreage for the period 1926- 
42. Accordingly, it cannot be said to be greatly influenced by uncertamty that stems 
from yield variabihty. 

It should be noted also that the margin of error in the data for individual 
counties is likely to be larger than for groups of counties, because data for broader 
areas are used to approximate some of figures. 
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with findings in the analysis of the larger 108-county sample which 
indicate that operator interests tend to vary inversely with asset 
size of farm. It suggests that the proportion of total assets repre- 
sented by outside interests (landlords and creditors) may be re- 
lated more to asset size than to nature of the agriculture. 

Although each of the three counties obtained 53 percent of total 
capital from “outsiders*’ — (from landlords and creditors), — ^in 
Green County, Wisconsin, the landlord and creditor interests were 
approximately equal, whereas in Garfield County, Oklahoma, 36 
percent was landlord interest and only 17 percent creditor interest. 
These relationships suggest that the loan-contract device may be 
used more to channel outside capital into agriculture in the dairy 
county. By this means, uncertainty bearing may be placed more 
heavily on the operator, who, in turn, presumably is able to influ- 
ence financial results by day-to-day management policies.^® Outside 
capital may flow to agriculture in the cash field crop county to a 
greater extent in the form of outright equity investment by non- 
operators, in part because uncertainty there is due more to external 
forces such as price and yield variations over which neither the oper- 
ator nor the landlord has much control. 

A sharp difference is found between the dairy and the cash-crop 
county in the ratio of real estate debt to real estate assets — ^34 as 
contrasted with 16 percent. Furthermore, nonoperators appear to 
have invested heavily in the dairy county by lending on mortgages, 
whereas in the cash field crop county they tended to own the real 
estate outright. The mortgage contract apparently toned down the 
uncertainty for individual investors in the dairy county by placing 
more of the uncertainty bearing on the owner’s shoulders. In the 
cash-crop county outright investors might be in almost as good a 
position to deal with ownership risks as the operator. Insurance 
companies, however, avoided the dairy county but loaned heavily 
in the cash field crop county. Lending risks which are characteristic 
of the dairy county apparently could be toned down enough by a 
mortgage contract to attract loans by local individuals, but could 
not be toned down enough by this means to attract lenders such 
as insurance companies. 

Differences in ike asset structure of farms among the three coim- 

Those operators who cannot carry the added financial responsibility presum- 
ably either are unable to obtain loazis or are weeded out as business failures. 
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ties also may help to explain the differences m capital structures. 
Where assets consist so largely of buildings and non-real-estate 
assets, as in Green County, it seems reasonable to expect that day- 
to-day protection of these assets is very important in their main- 
tenance. The assets of the dairy county could deteriorate very 
rapidly, with heavy losses for the firm, if not protected by having 
tile financial responsibility rest heavily on the operator’s shoulders. 
Assets in Garfield County, on the other hand, might withstand 
more neglect, because such a large part of the total consists of 
cropland and so small a part consists of buildings and livestock. 

The tendency for farm firms to control land by the device of the 
operator renting in land is more pronounced in Garfield County, 
Oklahoma. In that county 36 percent of the value of all farm real 
estate was in part-owner farms as compared with 9 percent in Del- 
aware County, Iowa, and 4 percent in Green County, Wisconsin. 
Farm land probably could be owned in counties such as Garfield 
by nonoperators as an impersonal investment to be rented to ac- 
tive farmers, whereas in Green County the kind of farming might 
require that all land used in a farm be an integral part of one busi- 
ness unit. The operator in Green County, therefore, might use 
mortgage credit to control the necessary resources, whereas in 
Garfield a rental contract would suffice. 

Data on the relative importance of different kinds of rental con- 
tracts are shown below : 


Method of rental 

, Percentage of distribution of value of 

real estate in tenant-operated 
farms m 1940 


Green 

County, 

Wisconsin 

Delaware 

County, 

Iowa 

Garfield 

County, 

Oklahoma 

Cash 

15 0 

26 3 

7 S 

Cash-share 

1 1 

19 6 

50 0 

Share 

81 4 

51.3 

39 1 

All other 

2 5 

2.8 

3 6 

Total 

100 0 

100 0 

100 0 


These data are in contrast to those tabulated for the three groups 
of wheat counties. Here the county in which uncertainty associated 
with the crucial importance of management presumably is highest 
is found to have the highest percentage of tenant-operated land 
under share rent. Thus there does not appear to be any tendency. 
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as revealed by these data, for the terms of rental contracts to place 
heavier financial responsibility on the operator in counties like 
Green County. Further details on rental agreements, however, 
might well modify the picture presented by these generalized data. 

The foregoing data relating to these three counties do not pro- 
vide either the detail or the degree of precision required to demon- 



strate conclusively that farm firms which tend to be confronted 
with a high degree of uncertainty because of the crucial importance 
of day-to-day management tend to have capital structures adapted 
to dealing with this kind of uncertainty. Still, the capital structure 
as a whole in Green County appears to distribute the capital supply 
and uncertainty-bearing functions among operators, landlords, and 
creditors (and among different types of creditors) in a way that 
tends to associate the functions of uncertainty bearing with the 
group that is in a better position to deal with its causes. A part of 
the explanation of differences in tenure and credit arrangements, 
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when viewed as aspects of the capital structure of farm firms, 
may thus be found in differences in uncertainty associated with the 
crucial importance of day-to-day management in financial success. 

Three Grou'ps of Counties 

Data for groups of counties are difficult to place on a sufficiently 
comparable basis to permit the same kinds of comparisons that 
can be made on the basis of the three ‘"picked” counties. In fact, 
differences in type of farming introduce differences in basic business 
structure. For these further comparisons, the 27 counties shown 
in figure 2 are used. To keep the three 9-county groups comparable 
as regards financial experience in the 1930’s, the sample is strati- 
fied by asset deflation in the 1930’s in the manner described earlier 
for the 24 wheat counties After stratification, the average percent- 
age reduction of assets during the 1930’s was approximately 30 
percent for each group. But the three groups are still not compar- 
able on average assets per farm. Data on asset and product char- 
acteristics of the three groups of counties are shown below: 


Indices of asset and product characteristics 
of farms m 1940 

9 high 
dairy 
product 
counties 

9 middle 
dairy 
product 
counties 

9 low 
dairy 
product 
counties 

Asset Characteristics 

Average physical assets per farm 

$10,493 

$13,508 

$16,388 

Percentage of total physical assets represented 
by- 
Land 

41 

47 

57 

Buildings 

Non-real-estate assets 

30 

27 

19 

S9 

26 

24 

Percentage of total acreage in cropland 

56 

65 

66 

Value of fanners’ dwellings in 1930 as a percent- 
age of the value of farm real estate m 1930 

16 

15 

10 

Product Characteristics 

Percentage of total value of product represented 
by: 

Crop and livestodc sales 

46 

65 

76 

Dairy product sales 

34 

16 

8 

Poultry, poultry products and other miscel- 
laneous product sales i 

Farm products consumed by the farm house- 
hold ; 

8 

8 

7 

12 

11 

9 

Average number of days off-farm work per farm 
operator 

21 

21 

17 

Average percentage change in physical assets, 
1930-40 

-32 

-29 

-32 
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In the high-dairy product group (dairy product sales 34 percent 
of total value of product) average assets per farm are about 
$10,500, as compared with about $15,300 in the low-dairy product 
group (dairy product sales about 8 percent of total value of prod- 
duct) Accordingly, comparisons of capital-structure items must 
be made with due allowance for possible independent influences 
stemming from difference in average asset size of farms among the 
three groups of 9 counties each. One such effect of the difference 
in asset size is suggested by the difference in the operator interest 
in total assets — 49 percent for the high-dairy product group as 
compared with 39 percent for the low-dairy product group shown 
in the following tabulation: 


Indices of financial organization 
of farms m 1940 

9 high 
* dairy 
product 
counties 

9 middle 
dairy 
product 
counties 

9 low 
dairy 
product 
counties 

Distribution of interests in assets (percent) 
Operators 

49 

47 

! 

39 

Landlords 

1 26 

28 

1 86 

Creditors 

25 

25 

25 

Percentage of farms under mortgage 

52 

50 

47 

Percentage mortgage debt is of the value of 
mortgaged farms 

52 

47 

48 

Percentage mortgage debt is of the value of 
all farm real estate 

27 

24 

22 

Percentage of total farm-mortgage debt held 
by 

Federal land banks and Federal Farm 
Mortgage Corporation 

37 

44 

40 

Insurance and mortgage-investment com- 
panies 

15 

24 

31 

Commercial and savings banks 

9 

8 

6 

Individuals and miscellaneous lenders 

39 

24 

23 

Percentage non-real-estate loans of prindpal 
lendmg institutions are of non-real-estate 
assets: 

12 

15 

19 

Banks and production credit associations 

9 

11 

15 

FSA and emergency crop and feed loans 

3 

4 

4 


The interest of real estate creditors in the real estate was £7 
percent in the high dairy product group as compared with 
percent in the low-dairy product group. This is balanced by a re- 


A significaat part of the adaptation to high uncertainty may take the form of a 
tendency to smaller farm businesses. 
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verse relationship for non-real-estate creditors’ interests in non- 
real-estate assets, so that the creditor interest in total assets re- 
mains at about 25 percent for all three groups. With asset size more 
nearly equal for all three groups, the distribution among operator, 
landlord, and creditor interests probably would conform more 
nearly to that found for the three individual counties. 

As in the three county comparison, individuals were a more 
important source of real estate loans m the high- than in the low- 
dairy product group. They held 39 percent of the mortgage debt in 
the former as compared with 23 percent in the latter. Also, insur- 
ance companies held the lower percentage of total mortgage loans 
in the high dairy product counties.^^ 

If allowance is made for difference in asset size, it appears that 
three groups of counties reveal much the same kinds of differences 
m capital structure that were found in the case of the three picked 
counties. The capital structure in the group with a high proportion 
of product from dairy sales appears to be such that uncertainty 
bearing is placed to a greater extent on the operator. But only small 
differences are found among the three groups of counties with re- 
spect to the importance of the part-owner type of farm business 
organization In the high-dairy product group the value of such 
farms was 15.5 percent of the value of all farm real estate as com- 
pared with 18.5 percent in the low-dairy product group. Moreover, 
as in the three county comparisons, generalized data on method of 
rental do not indicate any clear-cut differences reflecting a tendency 
for rental contracts to shift more of the uncertainty bearing to the 
operator in the high-dairy product group. 

The foregoing data for the three individual counties and for the 
three groups of counties are useful mainly to illustrate possible 
adaptation of capital structure to the uncertainty facing the farm 
firm that stems more from the nature of the assets and operations 

If insurance companies loaned heavily on the high-dairy product counties, it 
would be easier to explain the capital structure in these counties in terms of greater 
stability of income It could be argued that stability of income not only encourages 
operators to buy farms on borrowed money but also enables them to accumulate 
more savmgs, thus making it unnecessaiy to rent land to such an extent as in the 
low dairy product counties. But the fact that neither landlord nor insurance com- 
pany investment is of much importance in the high-dairy product counties suggests 
the presence of a kind of uncertainty that is less prominent in cash-gram farnung 
Local lenders, who are in a position to maintain contacts with their investment may 
be able to deal with this kmd of uncertainty as it affects their investments, whereas 
large centralized lenders may be able to deal better with moderate uncertainty aris- 
mg mainly from price and yield variations 
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of the firm than from external forces such as weather and prices. 
One reason why this kind of uncertainty attracts less attention than 
that associated with yield or price variations probably lies in the 
tendency for capital structure and other forms of adaptation to 
be more complete than in the other case. When adaptation is fairly 
complete the agriculture of an entire area may be generally re- 
garded as “low-risk” agriculture. Still, it is only by recognizing the 
the underlymg tendencies to uncertainty that it is possible to un- 
derstand why the capital structure of such agriculture shapes up 
as it does. 

The reality of the concept of imcertainty associated with the 
crucial importance of management in financial success might be 
much more readily recognized under something approaching ex- 
perimental conditions — ^for example, if efforts were made to intro- 
duce dairy and general farming into areas characterized by farm- 
capital structures already adapted to cash crop farming. Advan- 
tages of stabilizmg income by diversification have often been 
urged as an argument for such changes in farm organization. But 
it seems probable that such a change would also mtroduce other 
elements of uncertainty inherent in the nature of the farming oper- 
ations and the kinds of assets involved which might require also 
considerable adaptation of the capital structure. More of the un- 
certainty-bearing function might have to be placed on those who 
are in a position to protect the firm against the kinds of losses that 
result from inadequate day-to-day management. 

General Observations 

The data presented in this paper may be interpreted from at 
least three partially independent viewpoints: (1) Their possible 
bearing on economic theory, with special reference to the role of 
economic uncertainty in the economic process; (2) questions of 
methodology raised by the use of county aggregates and averages 
as a basis for the comparisons; and (3) implications for public 
policy in relation to agriculture. A few general observations are 
offered on these three points. 

The data suggest a general tendency for the farm-capital struc- 
ture to adapt to the degree of uncertainty confronting the farm 
firm. There is some evidence of a tendency for the firm to econo- 
mize in regard to uncertainty bearing The prominent part appar- 
ently played by landlords as bearers of uncertainty in agriculture 
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dS 

that is subject to high yield variability suggests one kind of adapta- 
tion of capital structure that may reduce the cost of uncertainty 
bearing to the firm. Uncertainty bearing appears to be done more 
largely by landlords, an investor group that presumably has 
greater-than-average ability to carry it. However, government 
also appears to have been a major contributor to uncertainty bear- 
ing, as IS indicated by loans of federally sponsored credit agencies. 

In the case of agriculture that is subject to high uncertainty be- 
cause of the crucial importance of day-to-day management in 
financial success, economizing in the performance of the uncer- 
tainty-bearing functions appears to have taken the form of associ- 
ating more of the uncertainty bearing with the investor group that 
provides the day-to-day management. The operating owner, who 
lends to bear more of the risk in such agriculture, may be able to 
hold down the total cost of uncertainty bearing by following man- 
agement policies that actually reduce imcertainty. The greater im- 
portance of local lenders in such agriculture also points to an adap- 
tation of capital structure that associates the residual uncertainty 
bearing of the creditor with types of investors that may be in a 
better than average position to reduce uncertainty through direct 
influence on managerial decisions. 

There is no evidence m these data regarding the degree of effi- 
ciency in uncertainty bearing that is achieved through such farm- 
capital structure adaptations. Each of the two patterns of adapta- 
tion, however, appear to represent tendencies toward reduction in 
the cost of uncertainty bearing that conform reasonably well with 
the nature of the respective uncertainty situations. In most cases 
it would be expected that a combination of several economizing 
arrangements would be present. The data used here exaggerate 
differences in the nature of the uncertainty situation in order to 
cause any associated differences in capital-structure adaptations 
to stand out more sharply. 

The comparisons also suggest a number of problems, even though 
they do not provide adequate answers. For example, they suggest 
that the full effects of uncertainty on capital supply for farms may 
not be evident from a study of credit supply alone. On the one hand, 
direct-equity investment by nonoperators may take the place of 
creditor investment in agriculture that is subject to high-yield un- 
certainty. Creditor investment may be repelled by deficiencies of 
the loan contract as a method of shifting uncertainty to other 
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shoulders. Still, the agriculture may attract nonoperator equity in- 
vestment in large volume. On the other hand, the mere fact that 
agriculture that is subject to high uncertainty because of the man- 
agement factor appears to be able to attract credit in large volume 
does not necessarily mean that total capital supply is adequate. 
Such agriculture may be restricted in regard to total capital supply 
by the limited amount of landlord investment. Nonoperating indi- 
viduals may invest in mortgages on farms of owner operators in 
preference to outright farm ownership. Accordingly, data are 
needed on the supply situations for all kmds of mveslment in agri- 
culture before w'e can fully appraise the extent and significance of 
^‘capital rationing’’ in diSerent kinds of agriculture. 

The limitations of county data such as are used here for econo- 
nomic analysis have often been noted Still, such data have some 
positive advantages when the principal purpose is to explore gen- 
eral patterns of relationships. A substantial body of data that is 
not available for individual farms can be obtained on a county 
basis. Furthermore, the county is a large enough unit to permit es- 
timates for items that would have too wide a margin of error if 
made for individual farms. But in achieving greater coverage of 
significant items by the use of county data, the chances are greater 
that important differences in the agriculture will be obscured. Ac- 
cordingly, such data are more useful when variations by counties 
in the phenomena to be studied are pronounced, as in most of the 
phenomena chosen for study in this inquiry. 

County data can be used advantageously when the objective 
of the inquiry is also to test for the presence of clusters of economic 
relationships that collectively suggest the nature of the economic 
processes at work. In this inquiry selected items relating to crop 
records, sources of income, types of assets used, tenure and owner- 
ship patterns, agricultural loans, and credit institutions have been 
used to sketch in important highlights of the phenomena to be 
studied. But because the meaning of these data depends heavily 
upon individual interpretation, results necessarily must be subject 
to divergent interpretations by different research workers. For this 
reason, the results based on such data must necessarily be extremely 
tentative pending further testing under different conditions and 
possibly different assumptions. 

Although data presented here do not provide positive answers 
to questions of agricultural policy, they nevertheless help to point 
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up some of tliese questions. For example, does more widespread 
landlord investment m agriculture that is subject to high-yield 
variability offer enough in the way of increased efficiency in perform- 
ing the uncertainty bearing function to require the reconsidera- 
tion of long-established ideals regardmg farm tenure? Are govern- 
mental loan programs capable of adaptation to the positive task 
of providing additional uncertainty-bearing facilities in so-called 
“high-risk” areas^ Does the degree and kind of control appro- 
priately associated with governmental loan programs depend in 
part upon the extent to which management policies can influence 
variations in, and levels of returns to, the farm business? Assuming 
that the degree of capital rationing operating in a particular sector 
of agriculture is considered too severe, is the loan process the 
most effective channel through which to induce an added flow of 
capital to the area? All such questions must draw a part of their 
answers from facts regarding the relationships of uncertainty in 
agriculture to the capital market from which agriculture is financed. 
A few of these relationships are revealed by data such as are in- 
cluded in this paper. 



A NOTE ON BILATERAL MONOPOLY, WITH 
SPECIAL REFERENCE TO SEASONAL 
AGRICULTURAL LABOR 

AliEXAm>ER J. Moein 

I 

A NALYSIS of problems of exchange in terms of indifference 
curves can be used to demonstrate the price and quantity- 
results of exchange in varying situations of competition and un- 
ilateral or bilateral monopoly.^ Situations of the latter type — 
monopolistic sellers facing buyers in competition, or monopsonistic 
buyers purchasing from competitive sellers, or single sellers meet- 
ing smgle buyers in one market — are common throughout our 
economic system. One such situation is examined below — ^that of 
exchange between laborers and employing farmers in an industry 
utilizing seasonal agricultural labor. 

Fig. 1 contains two indifference maps, exemplifying certain 
preference patterns in a particular industry. On the one hand, each 
point on the indifference curves convex to the origin o at the lower 
left-hand corner of the diagram (1 o,1i,12j • • • ) represents some 
combination of income received in exchange for leisure given up, 
from the standpoint of the laborers. On the other hand, each point 
on the indifference curves convex to the origin o' at the upper right- 
hand corner of the diagram (eo,ei, eg, ... ) represents similarly 
some combination of work-hours received in exchange for wage- 
bill paid, from the standpoint of the employers All points on any 
one of the indifference lines represent such combinations as are of 
equal “satisfaction” to the laborers or employers The proportions 
of the “box” in the diagram are determined by the total supply of 
the items involved in exchange which is in the hands of the parties 
to the exchange. Thus the line oz in Fig. 1 represents the total 
amount of leisure which the laborers in this market can give up in 

^ The indifference curve technique was most recently used in the pages of this 
JouBNAL, to somewhat different purpose, in South worth, Herman M , “The Eco- 
nomics of Public Measures to Subsidize Food Consumption,” this Jouen^l, Feb* 
ruary, 194o, pp 48-56 For a full exposition of the technique and its underlying 
assumptions see Hicks, J R , Value and Cajntal (Oxford, 1939), Part I, and for a 
lucid and more detailed example of the particular form of this analysis used in this 
paper see Wassily Leontief, “The Pure Theory of the Guaranteed Annual Wage 
Contract,” Journal of Political Economy, February, 1946, pp T6-79. 
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exchange for income, and the horizontal line o's indicates the total 
amount of wage-bill which the employers can exchange for work- 
hours. Both are assumed limited by forces independent of the ex- 
change herein examined, and both are measured in terms of some 
time period (i.e , work-hours per day» income per day, etc ). ' 

It should be noted that in Fig. 1 the indifference maps represent 



the preference patterns of a particular industry rather than of par- 
ticular individuals or firms. This result may be achieved theoreti- 
cally by taking each map as “representative’" of all members of the 
group in each case, in some sort of average concept. More realisti- 
cally, it may be assumed that both labor and employers bargain 
through organizations, and that in this sense the maps represent 
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the consensus of the preferences of the individual laborers and 
fanners involved. It is further necessary to make an independence 
assumption regarding all exchanges other than the one involved 
here; i.e., labor must be assumed to have a given and finite amount 
of leisure (os) which it can (or will) give up only in exchange for 
income derived from the specific employers involved, and the em- 
ployers must be assumed to have a given and finite amount of 
money (p'z) which they can (or will) give up only as wages for 
hours of work derived from the specific laborers involved. But this 
study is of wage and employment determination for a single season, 
and within that period immobilities both in the labor and capital 
market are sufficiently great to render this restrictive assumption 
less onerous than it might appear on theoretical grounds. 

In Fig 1, assuming given indifference maps of labor and em- 
ployers between leisure and income (or between work-hours and 
wage-bill from the employer standpoint), and with varying ratios of 
exchange, offer curves zNP and E may be derived for labor and 
employers respectively. In Fig. 3, for example, the lines n, r 2 , rg, 

. . . represent various exchange ratios between work-hours and 
wage-bill; the points of tangency of these lines with the employers’ 
indifference curves represent the maximum “welfare” which em- 
ployers can secure at each such exchange ratio. The line connecting 
these points (Ei in Fig S, Em Fig. 1), the offer curve for employers, 
thus shows at varying exchange ratios the size of wage-bill employ- 
ers will offer for a given number of work-hours; similarly the offer 
curve for labor shows the amount of leisure which labor will offer 
for a given amount of income, at varying exchange ratios. From 
these offer curves traditional Marshallian demand and supply curves 
for labor or for wage-bill may be derived directly for the industry 
in question. 

Three solutions to the problem of the outcome of exchange be- 
tween labor and employers are of interest here: 

(1) It may be shown that in perfect competition equilibrium in 
exchange will be reached at the point of intersection of the two 
offer curves (P, in Fig. 1), where the marginal rates of substitution 
of leisure and income for labor and of work-hours and wage-bill 
for employers are equal.® At P indifference curves of the two par- 

* For a discussion of the concept of the marginal rate of substitution see Hicks, 
op. cU , Ch. 1. 
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ties must be tangent; this and all similar positions may be called 
‘'efficient,’’ in the sense that they are positions from which it is 
impossible to move so as to improve the position of one party 
without worsening that of the other.® The point P is also one of a 
range of possible solutions under conditions of bilateral monopoly, 
examined further below,^ 

(£) If, with indifference maps as in Fig. 1, labor acts with mo- 
nopoly power against employing farmers m competition, labor can 
maximize its “welfare” by setting the quantity of leisure it gives 
up at that pomt on the employers’ offer curve touching its own high- 
est possible indifference curve (i.e., at M), Correspondingly, if the 
employers as a monopsony buy work-hours in a free labor market 
they can maximize their “welfare” at point N on Fig. 1, where 
their highest possible mdifference curve is tangent to labors’ offer 
curve. From an allocative standpoint these are not “efficient” 
solutions, not lying on the curve connecting all points of tangency 
of indifference lines of the two preference maps, but no movement 
away from these points can take place which will benefit both 
groups involved. 

Points M and N may also be solutions under conditions of bi- 
lateral monopoly if one or the other party completely dominates 
the bargaining between the two. In this sense they may be consid- 
ered limiting cases, and along the line MPN there are a range of 
solutions corresponding to varying degrees of dominance or sub- 
ordinance on the part of employer or labor groups. At point P 
neither party is dominant; any movement from P toward M im- 
plies increasing dominance of labor, and from P toward N in- 
creasing subordinance of labor. Location at any points other than 
P, M or N must theoretically be an unstable solution; realistically, 


® To the best of the writer’s knowledge, the use of the term “efficient” to describe 
the welfare position defined in the text (above) originated with Prof Wassily Leon- 
tief of Harvard University It should be noted that it cames no imphcations of dis- 
tributive justice, starting with any gimn distnbutioxi of income (or wealth, etc ), it 
merely states that adjustments may be made in that distnbution without worsenmg 
either party’s position up to the pomt of tangency of two of their indifference curves 
as in Fig 1. No judgment may be made as to die relative advantages of two such 
points of tangency without iutroducmg non-economic considerabons as a guide. 

^ The subsequent discussion to an extent follows that developed by Dr William 
Pellner, “Prices and Wages Under Bilateral Monopoly,” Quarterly Journal of Eco- 
nomicSt Au^st, 1947, pp, 503 ff. Dr Fellner’s analysis is in terms of “correspond- 
ence curves,” based on average cost and average value product schedules for indi- 
vidual firms in a bilateral monopoly relationship, and is therefore less general than 
the device used here. 
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this may often be the case in employer-union negotiations, with an 
unequal balance of power reached and made temporarily stable 
by collective bargaining agreement. 

(3) Collective bargaining may be pursued on an "‘all-or-none” 
basis; unions may demand a wage-rate together with a minimum 
quantity of labor to be employed, and correspondingly employers 
may demand a rate together with a maximum wage-bill to be paid, 
with none to be paid at higher rates. A situation of bargaining of 
this type, in which labor as a monopoly sells work-hours to competi- 
tive employer buyers, is graphically illustrated in Fig. 1 at point S, 
in this case labor will offer a given quantity of work-hours at a 
price such that labor is located on its highest possible indifference 
curve, subject to the limitation that this point must be on, or 
or just better than, the employers’ zero indifference curve. Along 
this latter line employers are indifferent as to whether or not they 
purchase any work-hours of labor at all. Correspondingly, an em- 
ployer monopsony buying in a competitive labor market would 
locate at JR, just above the zero indifference curve of labor. These 
are “efficient” solutions, inasmuch as any movement aw’ay from S or 
R will worsen the position of one or the other of the parties to the 
exchange; at S or JR an indifference curve just above the zero indif- 
ference line of one group is tangent to the highest possible indif- 
ference curve of the other. 

These points are again the limits of a range of possibilities in 
the case of bilateral monopoly, varying from complete labor domi- 
nance at S to complete employer dominance at R, and P is a special 
case within this range. The line SPR has limits set by the zero indif- 
ference curves of the two parties to the exchange, and all points 
along SPR equally are “efficient.” Solution is indeterminate, with 
the location of the final result in any specific case and at any specific 
time depending on the degree of dominance or subordinance of one 
or the other party. 

A question may properly be raised here as to the economic ob- 
jectives of a trade union In Fig 1 and in the discussion following 
it is assumed that the significant exchange from the standpoint of 
labor is between leisure and income, and that on a group bargaining 
basis a labor union is concerned with maximizing total income 
(wage-bill) to its membership. Realistically, this may not be the 
case. Dr. Fellner,® for example, sets up an indifference map for a 

® Fdlner, op, cit. 
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trade-union between wage-rate and employment, and other alter- 
native goals might fruitfully be considered. Actual collective bar- 
gaining situations may include considerations not only of these 
latter goals, but also may involve the winning of public opinion, 
the demonstration of power over the opposing party in order to 
weaken his future bargaining strength, the maintenance of unity 
within the union, and other elements in addition to pure considera- 
tions of the size of the wage-bill. Possibly “mcome’’ as plotted on 
the horizontal axes of Fig. 1 should be construed to refer to a com- 
posite, covering a common and properly weighted set of these goals 
at interest in the bargaining process. But such a notion involves 
too many complexities and goes too far afield from the principal 
topics of this paper to be further developed here. 

n 

The general analysis outlined above has proved particularly 
fruitful in connection with the investigation of one specific set of 
collective bargaining problems. In examining the organizing po- 
tential of agricultural laborers the special problem of the strength 
of bargaining position of workers in seasonal crops plays an impor- 
tant role. It is immediately apparent that this strength is subject 
to wide variation during the year; taking a particular example in 
the case of apple orchards, demand for labor at harvest time ac- 
tually may be fifty times as great as during the remainder of the 
year. During the harvest this demand is inelastic at a high level of 
employment; this inelasticity is compelled by the great capital 
investment and high fixed costs involved in the orchard crop to- 
gether with the perishable nature of that crop. During the off- 
season demand for labor is relatively elastic at a low level of em- 
ployment; much of the necessary work is of a type which can be 
supplied by the farmer himself and members of his family, and gen- 
erally is so supplied in high-wage periods. 

It can be assumed for purposes of this analysis either that this 
demand is for a work-force of homogeneous composition, or that the 
imion representing labor negotiates without regard to any hetero- 
geneity in skill among its membership (or on the basis of an agreed- 
upon consensus with regard to such skills). Based on any given set 
of cost-price conditions, it must also be assumed that at some wage- 
level the demand curve for harvest labor becomes elastic and has a 
negative slope. 
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In Fig. 2 these curves are represented by Di for the harvest sea- 
son and D% for the rest of the year. Behind them lie sets of indif- 
ference lines for employers, ^o» ^ 2 , . • . for the harvest season on 

Fig. 3 and 5o^ e 2 ^ . . . for the rest of the year on Fig 4 (the sub- 
script numbering has ordinal significance only). The indifference 
map for the inelastic demand curve is such that as the wage-rate 



rises the marginal rate of substitution of wage-payments for a 
given number of work-hours rises over a considerable range, in 
order that the number of work-hours demanded remams the same 
over the corresponding range of wage-rates. The offer curves upon 
which Di and Dz are based are Ei and Ez in Figs. 3 and 4, with the 
former again reflecting in its straight line section the inelasticity of 
demand for labor up to very high wage rates. 
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Except for the war period, empirical observation of the labor 
market for seasonal farm workers shows it to be composed of a 
large group of low-income faimlies, freely competing for a rela- 
tively limited number of jobs. This would indicate that the supply 
curve of such labor in its simplest form might be assumed to be 
perfectly elastic at a low wage rate, this implies a straight-line indif' 



ference curve and offer curve identical with any given rate of ex- 
change between leisure and income from wages. But the war period, 
which for several reasons had the effect of giving the supply curve 
positive slope, also indicated that above a certain wage it began to 
develop a markedly negative slope. This was particularly true in 
the seasonal agricultural industries in question, where much of the 
labor force is normally composed of women and children; these 
latter groups leave the force in increasing numbers as their pros- 
perity grows.® 

® There are some empirical indications that at still higher wage levels, approach- 
ing those of competing urban occupations, the supply curve again rises upward and 
to the right 
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In normal times, however, this area of negative slope has not 
been a significant factor. The disorganization of the labor market 
and the over-supply of seasonal farm labor available have made the 
elastic range of the supply curve the only section relevant m actual 
exchange. Accordingly the labor supply curve (Si) is shown in Fig. 
2 as of two discontinuous sections, one perfectly elastic at a low 



wage and the other with negative inclination at higher wage levels. 
Fig. 5 indicates the nature of the indifference map and offer curve 
upon which this supply curve must be based. Within the area 
bounded by exchange ratio lines sri and zrs there is, strictly, no 
offer curve as such; any amount of labor would be offered at any 
given exchange ratio within that range. 

On Figs. 6 and 7 the two employer offer curves of Figs. 3 and 4 
and the offer curve of labor of Fig. S have been superimposed, to- 
gether with the zero indifference lines in each case (eo» eo', and lo; 
the latter is just lower than the exchange ratio zri which itself is 
identical yrith the first section of labor^s offer curve, i). 

It may be noted at once from Fig, 6 that so far as the employers 
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are concerned, tlie assumption of perfect elasticity of supply of 
labor freely competing for jobs immediately grants them (the em- 
ployers) the maximization of their welfare position, under any 
given indifference map for labor. This is true regardless of the de- 
gree of monopoly power possessed by the employers, since with 
no limitation on the quantity of work-hours made available at 



* The exchange ratio lines should he niimhered consecutively from the left, Ti, 
Tsi J’ai n, T5, n 


any price labor itself will force the exchange ratio down to a location 
just above their own zero indifference line when confronted with 
an arbitrarily limited demand for their services. It will be remem- 
bered from the earlier discussion that this location is that reached 
by a monopoly employing an “all-or-none” sales technique, in this 
case the latter solution is identical with that for a monopoly not 
bargaining on this basis, since the relevant exchange ratio is identi- 
cal with the first section of labor’s offer curve But further exami- 
nation, following the lines of the earlier discussion, reveals some 
complications: 

(1) The case of perfect competition on both sides of the exchange 
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results in equilibrium at Pi (Pig. 6) during the harvest season and 
P 2 during the rest of the year. The employers have no incentive 
and labor no ability to raise the exchange ratio above these points 
within the range of indeterminacy zn to sra. But it is by no means 
certain that these points are also possible solutions in the case of 
bilateral monopoly, with or without ‘‘all-or-none” bargaining. An 



* The exchange ratio lines should be numbered consecutively from the left, n, 
^5, fii rs, r*. 


immediate effect of union organization may be to raise labor’s 
zero indifference line from zn to zra, in order to bring the second, 
negatively-sloped section of labor’s supply curve into relevance (i e 
to shift labor’s supply curve from the discontinuous function 
SiSi-jSiSi in Pig. 2 to the curve )S 2 SiSi). 

The effect of this change would be to raise the exchange ratio of 
leisure for income (work-hours for wage-bill), shifting the outcome 
of the exchange from Pi to P/ without changing the amount of 
leisure given up by labor in the harvest season. Other solutions are 
possible (i.e., Pi\ Pi*'), all equally “efficient,” since they are inter- 
sections of offer curves and points of tangency of indifference curves. 
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and all equally stable. Thus labor, confronted with the inelastic de- 
mand of employers up to high wage levels has, a very strong bargain- 
ing position compared to employers; but the actual outcome of bar- 
gaining in the bilateral monopoly case may depend on external 
forces to determine which of the multiple equilibrium positions 
results. These forces may include all those operating on wage 



levels in a complex economy: government policy, public opinion, 
temporary shortages or excesses of labor supply which become im- 
bedded in the fixed structure of wages, and other considerations. 

The above argument applies only to the situation in the harvest 
season. Given the demand for labor during the rest of the year as 
described, it is apparent that union wage-fixing at an exchange 
ratio greater than zrz (m Fig. 7) results in complete loss of employ- 
ment durmg the off-season. The alternatives open to a union in 
this regard are discussed briefly below. 

(2) A monopsony of employers, as noted above, is a meaning- 
less concept with regard to wage-fixing in the demand and supply 
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situation described. The inelasticity of employer demand for labor 
prevents their taking advantage of the elasticity of supply of labor 
beyond the point of intersection of their offer curve with that of 
labor; and the offer curve of labor over at least part of its range 
lies just above labor’s zero indifference line, i.e., it is identical with 
the maximum possible “welfare” position of employers. The only 
significant effect of employer monopsony, if it dominates a union 
monopoly on the supply side, is to prevent the latter from raising 
the price of labor above this position. 

On the other hand, a monopoly of labor may raise the exchange 
ratio of leisure and income, and thus labor’s welfare position, to that 
point where the employer offer curve is tangent to labor’s highest 
possible indifference curve. In Fig. 6, in connection with the har- 
vest season only, this pomt is at jJf , on the backward-sloping sec- 
tion of El. Thus the limiting solutions in the case of unilateral 
monopoly or monopsony, or bilateral monopoly where one or the 
other party completely dominates the bargaining, are M in the 
case of labor monopoly or domination, and Pi in the case of em- 
ployer monopsony or domination. There are in Fig 6 as drawn four 
equally “ej05cient” and stable solutions (see discussion of first 
case) ; all other points are stable equilibria only msofar as they are 
fixed for a period of time by contract. 

(3) As has already been noted, an employer monopsony bargain- 
ing on an “all-or-none” basis can reach no results different from 
those of pure competition, simple unilateral monopsony, or em- 
ployer dominance in the case of bilateral monopoly. The employ- 
ers’ maximum welfare position in each of these cases remains Pi 
in the harvest season and P 2 (Fig. 7) for the off-season of employ- 
ment. But a labor monopoly can make further gains, by locating its 
exchanges at that point just within the employers’ zero indifference 
curve tangent to labor’s own highest possible indifference curve. 
In Fig 6 these points are represented by Si for the period of high 
employment and in Fig. 7 by 82 ^ at a lower wage, for the slack 
season. All such bargains must be at points of tangency of indif- 
ference curves and therefore “efficient” solutions, in this case the 
line connecting such points follows the straight-line section of the 
employers’ offer curve in Fig. 6 and from there a path from P/' 
through Pi" to jSi. All points of possible solution in the “all-or- 
none” case are along this line, with the final result in any specific 
case and at any given time depending on the degree of dominance 
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or subordinance of one or the other party. 

The difficulties involved in the separate seasonal demand sched- 
ules may be handled by unions in any one of several ways : (1) they 
may use the technique of wage discrimination, proposing a lower 
rate for off-season employment than for peak periods (i.e., locating 
at p 2 in the slack and Pi or even Si m the peak) ; (2) they may 
attempt some compromise rate (as one intermediate between zri 
and ZTz) in an attempt to maintain some employment for their 
members during the entire year without unduly complicating their 
rate structure; (3) they may concentrate their efforts on maxi- 
mizing the rate during the harvest period (at Si), ignoring the prob- 
lem of slack season employment as of little consequence. 

Historically, the difficulties of organization of farm workers and 
of maintaining such organizations over time have been such that 
the few unions attempting it have generally followed the last of 
these courses. The Industrial Workers of the World (LW.W.), for 
example, concentrated its whole organizing force on farm workers 
during the harvest season, when it was possible to achieve phenome- 
nal gains; at the conclusion of this period, the union hibernated un- 
til the following season again offered opportunity for the exercise 
of their strongest bargaining weapons. Generally they seem to 
have operated within the range of inelasticity of demand for labor, 
and thereby involved their membership in no loss of employment. 
The great and widely-expressed fear of farm employers, however, 
has been the possibility of the formation of unions strong enough to 
take full advantage of their monopoly position, and drive the em- 
ployers to a no-profit situation season after season. 

In summary, analysis mdicates that the peculiar demand and 
supply conditions in the market for seasonal agricultural labor, 
while to this time resulting in the relatively disadvantaged status 
of farm workers, hold potentialities of considerable gains by organi- 
zations with effective control over the labor supply. These gains 
may in large part be made without diminishing employment, 
and may be most effectively concentrated during the peak of sea- 
sonal employment. For employers, however, the present situation 
in the labor market cannot, on theoretical grounds (and referring 
to the pre-war situation as normal), be bettered, and the principal 
function of their organization mto monopsony forms in this market 
would be (and in fact has been) to check the development of monop- 
olies on the labor side. 
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III 

The limitations inherent in this type of analysis are apparent 
in the restrictive assumptions upon which it is based. To some ex- 
tent, also, the argument may violate Wicksell’s dictum that “it is 
not the proper purpose of science to describe the obvious in elabo- 
rate terms.”^ 

Nonetheless, analytical abstraction of this nature has consider- 
able value in indicating limits and directions for further study. In 
the particular case at hand, the starting-point of the analysis lay 
in demand and supply curves determined by observation of reality. 
The nature of these curves presupposed certain forms of offer 
curves, and behind these certain configurations of preference pat- 
terns. But in deducing the latter, an abstract apparatus is developed 
which can serve as a guide and basis for further logical analysis and 
further research into the problem at hand. 

Specifically, among the unanswered questions remaining are the 
precise nature of trade union and employer goals (i.e., the content 
of the indifference maps and the factors affecting them), the loca- 
tion of the critical turning points of the offer curves (and there- 
fore of the demand and supply schedules), and the location and 
shape of the zero indifference curves The selection of such problems 
as these must be based on some analytical framework; their rele- 
vance to the issue under examination is the test of the usefulness 
of that framework. 

^ Wicksell, £nut, Lectures on PdUictd Economy^ Vol I, p 19. 



RECOVERING THE INVESTMENT IN LIMESTONE* 

With Particular Reference to Reimbursement of Vacating Tenants 

Donald B. Ibach 
Bureau of Agricultural Economics 

I NVESTMENTS in soil improvement are of increasing impor- 
tance in farroing. Among these, limestone occupies a major 
role, largely because it helps to increase the flexibility of farming 
systems. Many of its benefits are of a secondary nature. For ex- 
ample, lime makes possible the growth of certain legumes, and the 
yields of other crops are increased primarily as a result of the 
legumes in the rotation. In this paper, benefit from lumng is ex- 
pressed as the value of increased crop yields. The secondary bene- 
fits that result from increased livestock production are excluded. 

A more quantitative evaluation of yield response is needed to 
help in guiding credit and repayment policies relating to invest- 
ments in limestone, and to determine the reimbursement of tenants 
for the unexhausted portion of investments they have made The 
persistence of response from limestone depends on many factors. 
These include rate of application, soil and climatic conditions, the 
farming system, and associated practices. It is usually much longer 
than the period over which the investment is customarily depreci- 
ated as a basis for reimbursement of tenants, or for other purposes. 
For owner-operated farms the question of the time period is of 
importance for land-inventory purposes. Another reason for this 
type of evaluation is that analysis of response to limestone and to 
many other soil-improvement measures is essential to a determina- 
tion of economic levels of expenditures for soil conservation. 

The problem is of added significance if the investment has been 
made by a tenant who leaves the farm before the value of the 
investment is exhausted. ^^Tiether it is appropriate to write off the 
investment over an arbitrarily fixed period depends upon the ratio 
of benefits to costs during that period. This in turn varies with soil 
and climatic conditions, the cropping system, and the level of 

data on which this analysis is based were supphed by Dr, P. C Bauer, 
lUinois Agncultural Experiment Station Mr Fred L Garlock, Bureau of Agricul- 
tural Economics, furnished some very helpful suggestions. 
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prices. If the method by which the reimbursement is calculated is 
geared more nearly to the time period over which substantial bene^ 
jSts may be expected, the tenant has greater assurance that he will 
receive an appropriate return. Such a method requires the use of 
data showing the annual yield response of different crops to lime 
over a period of years, for the cropping system, and for the soil 
and climatic conditions under which the schedule of reimburse- 
ments is to be developed, A method of reimbursement based on a 
careful appraisal of the residual value of soil-improvement invest- 
ments should lead to better farm practices, and in turn, to longer 
periods of tenure. 

Problems in Handling Lime Res'ponse Data 

Data supplied by the Illinois Agricultural Experiment Station, 
based on work at the West Salem Experimental plots, are used to 
establish a curve of residual effect. The soil is of low natural produc- 
tivity, yellow, with a non-calcareous sub-soil. Five series of plots, 
each carrying a 5-year rotation of small grain, a legume crop, small 
grain, and corn follow^ed by another legume crop, are available for 
the comparison so that each year furmshes data for a complete 
rotation. The comparison is between two plots for each of the five 
series, one of which vras limed in 1913 at the rate of 4 tons per 
acre. The other plot received no lime. Aside from the liming, the 
plots were treated alike, with no other soil treatments. Average 
annual yield differences between limed and unlimed plots for the 
five series were used as the measure of response. 

One of the problems encountered is that of smoothing out annual 
differences in yields that must be attributed to factors other than 
the residual effect of the lime. Variations in weather conditions 
greatly affect the response. A series of 6-year averages of the 
annual value of the increases in crop yields seemed to give the best 
basis for a smooth curve (figure 1) to represent the response from 
limestone over a period of years. The curve is drawn freehand in a 
way that appears to fit the 6-year average annual value of the in- 
creases in yields, as shown in table 1. This table also shows the num- 
ber of yield observations for each crop, for each 6-year period. 

There are a number of limitations to the data in this experiment 
for purposes of developing a schedule of reimbursements that is 
consistent with current farm practice. First, conditions that existed 
in this experiment probably do not represent what would be recom- 



118 


Donald B. Ibach 


mended for good farming today. No manure, or other soil treat- 
ments were applied and all of the crops were removed. As the data 
are not current they may not reflect accurately the response that 


VALUE OF ADDITIONAL CROP YIELDS PER ACRE RESULTING FROM A 
SINGLE APPLICATION OF LIMESTONE, WEST SALEM. ILLINOIS 



« ft. DCrARTKCNT OF AOSlCULTUftC Nee.4«9a» BUREAU OF AORICULTURAL ECONOUICft 

Fig. 1 


Tab^b 1. Number op Yield Observations, by Crops, and Average Value op 
Increase in Yields per Acre for Each of Three O'Year Periods 


6-year 

period 

Number of crops on 5 series of plots 

Average 
annual value 
of increase 
yields per acre? 

Com 

Oats 

Legume^ 

Wheat 


Number I 

Number 

Number 

Number 

DoUare 

1 (1912-17) 

6 

7 

12 

5 

1.76 

2 (1918-23) 

6 

6 

12 

6 

4 11 

8 (1924-29) 

6 i 

6 

11 

7 

1.80 


^ The legume crops consisted of both soybeans, and clover, some of which was 
harvested as seed, and some as hav. 

* Prices used for corn, oats and wheat are $0.85, $0 50, and $1 20 per bushel, 
respectively A price of $13.00 was used per ton of hay and per bushel of clover 
seed. Soybeans for beans were figured at $1.70 per bushel. 


could be expected at the present time. Also, the rate of 4 tons per 
acre may, under many conditions, be less profitable than, say 2 
tons applied more frequently. For these, and perhaps other reasons, 
the analysis presented here should be considered as illustrative of a 
method rather than as an accurate description of results that might 








Recovering the Investbient m Limestone 


119 


be expected under present farm conditions. There is need for data 
that measure the residual effect of limestone, and of other soil im- 
provements, under generally recommended good farming practices. 
The question of the relative profitability under different conditions, 
of making smaller and more frequent, versus larger and less fre- 
quent applications of coarser material, may be in need of further 
testing. It is a question which greatly affects the initial investment, 
and the period of time over which benefits will occur. 

A Suggested Reimhursement Plan 

Once the curve of residual effect is determined, the value of past 
and future benefits at constant prices, may be computed for each 
year of the period. In the case of the tenant-owner contract, the 
reimbursement should cover the tenant’s share of the investment 
less depreciation, so that he would retain his share of the net re- 
turns obtained during his tenure. 

This principle is illustrated in table in which is shown the 
tenants investment compounded annually, his share of returns 
computed from the total returns read from the curve of figure 1, 
and a suggested basis for calculating reimbursements in case he 
leaves the farm. Past costs and returns are compounded at 4 percent, 
future returns are discounted at the same rate. Returns are calcu- 
lated over the entire period indicated in figure 1. A percentage rela- 
tionship between remaining and total benefits is then established 
for each year of the period. This percentage (Col. 6) of the invest- 
ment cost is used to calculate the reimbursement. The reimburse- 
ment therefore does not necessarily represent the total residual 
value of the limestone. For example, the tenant’s future returns, 
which truly reflect the residual gross value of his portion of the 
investment, are always greater than the reimbursement. The dif- 
ference between the two represents the gain to the owner, after 
reimbursing the tenant, as by this transaction, the owner acquires 
the right to what was previously the tenant’s share of the future 
benefits. But the reimbursement plan should not require the owner 
to pay more than the original cost of the investment, compounded, 
times a percentage figure that is believed to represent the propor- 
tion of its total income yielding power that remains. 

It is not until the eighth year that the value of the tenant’s past 
gross returns exceeds his share of the cost. The reimbursement is 
calculated so that the tenant bears his share of the depreciation. 



Table 2 Tenakt’s Investment and Ueturnb per Acre prom Limestone, and Suggested Basis for Reimbursement 
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For example, if tte tenant leaves the farm at the end of the fifth 
. year his gross returns would be $5.70. This added to the reimburse- 
ment of $7.59 gives a total of $13,S9. But his cost at that time is 
so that his return after reimbursement would be $3,07 
(col. 9). The difference of $2,63 between the tenant’s past gross re- 
turns ($5.70) and his net final return after reimbursement ($3.07) 
is his share of the depreciation. The depreciation may also be calcu- 
lated as the difference between column 1 and column 7. 

The principle as illustrated here is based on sharing the initial 
investment between the owner and tenant in the same proportion 
as they share in the returns. This appears to be the most feasible 
way in which the principle may be applied. For example, if the 
tenant makes all of the initial investment, the reimbursement 
would need to include not only the residual value of the entire in- 
vestment, but also an amount that would represent the owner’s 
proper share of the depreciation. This would mean that during 
the latter part of the period, the reimbursement would exceed the 
value of the total future returns. During the period the tenant re- 
mained, the owner would have received a share in the returns with- 
out sharing in the cost A similar situation would occur if the owner 
had made ail of the initial investment, except that, on leaving, 
the tenant would be indebted to the owner for the past benefits 
he had received. Unless both parties are willing to share in the 
initial investment, it is unlikely that either of them, on termination 
of the lease, would be willing to reimburse the other for past benefits 
received without cost. 

Effect of a Lighter Application 

It was pointed out earlier that the rate of application in this exper- 
iment, was heavier than that customarily used where liming is 
practiced in the farming system. Even though experimental re- 
sults show a benefit over a long period, there may be question as 
to the practicability of reimbursement plans that extend over a 
period of from 10 to 15 years. The question of risk, and the uncer- 
tainty as to the nature of the farming system over this long a period 
may operate to prevent owners and tenants from entering into con- 
tracts of this duration. In some cases rental arrangements are stable 
and both owners and tenants recognize the fact that heavy applica- 
tions of limestone represent capital investments from which re- 
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turns are as real as are those from other farm improvements such as 
buildings. Under these conditions, and where there is evidence that 
heavy applications less frequently made, are profitable, long term 
reimbursement plans are thoroughly justified. 

But generally, a time period of the length illustrated in table 2, 
will not find ready acceptance. Therefore, an adaptation of the data 
is made in order to illustrate what the situation might be with an 
application half as large. In this case the assumption is that the 
annual benefits up to the time they begin to decline, will be the same 
as when 4 tons are applied This assumes that the heavier rate was 
double the quantity needed to bring about the optimum soil reac- 
tion, or to supply as much lime as the plants would use each year. 
It is probable that a larger proportion of the lime would consist of 
the finer particles, if the lighter application were used. Only a part 
of any application will become effective each year, the balance re- 
maining as unused material for future use, or some may be lost 
through leaching depending on the type and fineness of material 
applied and on soil and climatic conditions There may be question 
as to whether table 3 expresses the response that would be obtained 
from 2 tons of limestone, under conditions similar to those which 
gave the response indicated in table 2 when 4 tons were applied. 
However, table 3 is shown in order to illustrate a reimbursement 
schedule that more nearly conforms to the general practice of 
applying lime not less frequently than from 7 to 10 years. 

If table 3 is assumed to represent the effect of only 2 tons of lime- 
stone applied under conditions of the experiment, the tenant’s past 
gross returns will exceed his cost in the fifth year. This is 3 years 
earlier than when 4 tons are applied, because the annual benefits 
are assumed to be the same until they have reached the maximum, 
while the cost is only half as much as for 4 tons. But the benefits 
from 2 tons are assumed to cease at the end of the seventh year. As 
in the case of table 2, the value of future returns is always greater 
than the reimbursement. 

Position of Tenant and Ovmer 

The position of both tenant and owner is shown in table 4 for 
each year of the period over which a reimbursement would be 
made in case the tenant leaves. Net returns shown in this table are 
derived by subtracting the cost, compounded, from the sum of all 
past and future gross returns. The reimbursement has been added 
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Table 4 Position op Otwer and Tenant at the End op Each Year Ddbing 
THE Period Over Which Eeimbubsement Wotted be Paid 

A, Based on a 4-4on a'pjUcation (table 


Year 

Owner’s gross re- 
turns at the end. of 
each year^ 

Owner’s 
share 
of cost 

Value of past and future net returns 

Past 

com- 

pounded 

Puture 

dis- 

counted 

Tenant leaving 

Tenant remaining 

Tenant 

Owner 

Tenant 

Owner 


1 

2 

31 

42 

53 

6* 

75 

1 

0 25 

12 27 

5 83 

0 20 


10 04 

6 69 

2 

0 76 

12 29 


0 61 

16 87 

10 49 

6 99 

8 

1 52 

12 08 


1 22 

17 03 

10 95 

7 30 

4 

3 53 

11 64 

6 56 

2 04 


11 43 

7 61 

5 

3 SO 

10 99 

6 83 

3 07 

15 87 

11 97 

7 97 

6 

5 31 

10 13 

7 09 

4 30 


12 53 

8 35 

7 

7 04 

9 08 

7 37 

5 73 

16 15 

13 13 

8 76 

8 

8 97 

7.86 

7 67 

7 31 

15 59 

13 74 

9 16 

9 

11 03 

6.53 

7 98 

9 02 

14 93 

14 37 

9 58 

10 

13.18 

5 15 

8 29 

10 82 

14 28 

15 06 

10 04 

11 

15 35 

3 77 

8 62 

12 64 

13 61 

15 75 

10 50 

12 

17.46 1 

2 49 

8 97 

14 42 

13 03 

16.47 

10 98 

13 

19.43 

1 36 

9 33 


12 59 

17 19 

11 46 

14 

21 16 

0 50 

9 70 

17 53 

12 38 

17 95 

11 96 

15 

22 55 

0-00 

10 09 


12 46 

18.70 

12 46 


5. Based on a ^4on application (table S) 


1 

0 25 

4.68 

2 91 

0 15 

4.88 

8 01 

2 02 

2 

0 76 

4.39 

3 03 

0 47 

4 83 

3 18 

2 12 

3 

1.52 

S 86 

3 15 

0 94 

4.64 

3 35 

2 23 

4 

2 53 

3 09 

3 87 

1.59 

4 29 

3 53 

8.35 

5 

3 SO 

2.10 

3 41 

2 41 

3 82 

3 74 

8.49 

6 

5 31 

0.88 

3 54 

3 41 

3 22 

3 98 

8.65 

7 

6.48 

0,00 

1 

3 68 

4 19 

2 08 

4 19 

8.80 


^ Owner’s stare (2/5) of total returns and of investment cost 
® Net final returns after reimbursement, from column 9 of tables 2 and 3 
® Owner’s total returns plus tenant’s future returns, less sum of reimbursement 
and owner’s share of cost 

Tenant’s past and future returns less cost. 

* Owner’s past and future returns less cost 


to the tenant’s gross returns and to the owner’s costs, in computing 
net returns to the tenant and owner, respectively, when the tenant 
leaves. 

As has been pointed out, the owner’s net returns after reimburs- 
ing a vacating tenant, include the future returns the tenant would 
have received had he remained* This presents a problem to the 
owner in working out arrangements with a new tenant. Unless he 
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can shift the reimbursement cost to the new tenant, he will have 
paid for the right to returns he will not receive. This w’ould put the 
owner in a position somewhat comparable to that of the tenant 
who is not paid for an unexhausted portion of the investment. This 
presents another angle to the question, and emphasizes the need 
for more accurate data on response to and residual effects of soil 
improvement measures. Only after enough good data are accumu- 
lated, and the analysis given popular treatment, can there be general 
recognition and sanction by custom or law, of satisfactory arrange- 
ments for the division of costs and benefits. The same can be said 
with regard to the problem of sharing the costs of soil conserva- 
tion measures between the individual and the public. This is a 
policy decision to be made by elected representatives. But a more 
solid basis than now exists is needed as a guide in making the 
decision. 

What the vacating tenant sacrifices, even under the plan sug- 
gested, is seen by comparing columns 4 and 6 (table 4), the latter 
including the discounted value of all future net returns he would 
receive if he remained throughout the period of residual effect. 
Columns 6 and 7 of this table show that if the tenant remains 
throughout this period, he and the owner share in the returns in the 
same proportion as they share in the investment However, if the 
tenant leaves before the value of the investment is exhausted, the 
ratio of his returns to the total returns will be less than his share of 
the cost. 

Provision for reimbursement in accordance with the principle 
illustrated here would largely remove the element of risk on the part 
of the tenant. Even though fortuitous circumstances may result in 
higher than normal net returns soon after application (which would 
also benefit the owner), there is always the possibility that unfor- 
seen developments may prevent any return over a short period. 
The plan suggested would operate as a safeguard against such a 
contingency. 

Comparison with ^^StraighULine^* Depredation Plan 

The vacating tenant’s investment is often not adequately pro* 
tected by plans that provide for *‘straight-line” depreciation based 
on the original cost, A plan sometimes suggested stipulates the 
‘Vriting off” of one-fifth of the original investment each year. Thus, 
at the end of the first year, the reimbursement would be four-fifths 
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of the original cost, the second year three-fifths, the third year 
two-fifths, and if the tenant should leave at the end of the fourth 
year the payment would be one-fifth of the original investment. 
No reimbursement is made after the fourth year. This plan has 
been suggested for use when the tenant has paid for all of the lime 
applied, so that the reimbursement actually includes payment for 
what should be considered the owner’s share of the investment 
in the first place. Applying such a plan to the illustration used in 
this paper, table 5 shows the reimbursement, this plus the tenant’s 
past gross returns, the costs, and the net final returns after reim- 
bursement. 


TabicE 5 Ebimbuesement, and Returns per Acre to 
Tenant Under a 4*YEAa Plan 

A Wxtk h ions of hmeatone applied per acre 


Year 

Investment shared 

1 Investment not shared 

Reimburse- 

ment 

Total 1 
gross 
receipts 

Tenant*s 

cost 

Net 

final 

returns 

Reimburse- 

ment 

Total 1 
gross 
receipts 

Tenant's 

cost 

Net 

final 

returns 


n 

22 1 

S« 

4 

61 

6* 

78 

8 

1 

6 72 


8 74 1 

-1 65 


11 57 

14 57 

-3 00 

S 


6 18 

9 60 

-2 91 


9 54 

mmm 

-5 61 

S 

1 S 36 

5 63 

9 45 

-3 82 


7 87 


-7 88 

4 

1 1 as 

5 48 

9 83 

-4 35 



■ vS 

-9 79 

S 

With 2 tone qf limeeicne applied per 

acre 





1 

3 36 

S 73 

4 S7 

~0 64 

5 60 

5 97 

7 28 

-1 31 

R 

2 63 1 

3 66 1 

4 54 1 

-0 88 

4 20 

5 34 

7 57 

-2 23 

s 

1 68 

3 95 

4 72 

-0 77 

2 80 

5 07 

7 87 

-2 80 

4 

0 84 I 

4 64 1 

4 91 1 

-0 27 

1 40 

5 20 

8 18 

-2 98 


^ Onginal investment deprecated one>fifth at the end ol each year 

* Reimbursement, columns 1 or o, plus tenant*s past gross returns, compounded 

* Onginal m\estment compounded. 


IVIinus net final returns indicate that the plan sometimes sug- 
gested depreciates the investment at a more rapid rate than is 
compensated for by past gross returns. When 4 tons were applied, 
benefits continued for 15 years, yet the plan illustrated in table 5 as- 
sumes that one-fifth of the investment would be exhausted each 
year. Because returns from a 2-ton application are assumed to be 
just as large until they begin to decline, the tenant’s position would 
be less unfavorable under a “straight-line” plan of depreciation, 
than w’hen the larger investment is made. During the period of 
rising benefits, the assumed past gross returns relative to cost, are 
higher in the case of the lighter application. Therefore, with a 2- 
ton rate of application, the minus net final returns become smaller 
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before the end of the period, when the investment is shared* When 
the investment is not shared, the tenant’s cost is increased but his 
share of the returns remains the same. So within the short period 
covered by table 5, the tenant’s losses continue to grow larger for 
both rates of application when the investment is not shared. 

Plans frequently recommended, when applied to this illustra- 
tion, would not provide for sufficient returns to cover the cost, 
when the reimbursement is added to the cumulative value of the 
tenant’s share of increased yields. It would be more appropriate 
to base reimbusements on curves of residual effect that are generally 
applicable to conditions under which the farm is operated, and that 
indicate the rapidity and persistence of response that may be gen- 
erally expected. 


Practical Application of the Plan 

Obviously, calculations such as are used in this analysis can- 
not be conducted for individual cases. However, once a curve 
of residual effect has been established, and the calculations con- 
ducted for a type of situation that is representative of conditions 
in an area, a simple adaptation of the method may be applied 
quickly in practice. This could be done by expressing the reim- 
bursement for all years as percentages of the original investment. 
These percentages can then be multiplied by the original invest- 
ment in order to calculate quickly the reimbursement for the 
unused portion of limestone for any farm to which a particular 
curve of residual effect is applicable. Analysis of reliable data that 
show residual effects under different soil and climatic conditions 
and different farming systems, is needed in order to provide guides 
for reimbursement schedules in all areas where the use of limestone 
is profitable. 


Added Capital Value 

The productive value of land is derived through discounting 
the expected future annual returns. The owner’s share of the dis- 
counted future net returns from the investment represent the added 
capital value. Table 6 shows the owner’s share of the annual gross 
returns, costs, net returns and added capital value. For the pur- 
pose of determining the added capital value, interest on the residual 
value of the investment is included as a cost (along with deprecia- 
tion), in obtaining annual net returns. Data for the left, and for 
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the right portions of this table, correspond with the annual return 
and the annual depreciation indicated in tables 2 and 3, respec- 
tively. The owner’s share of two-fifths of the entire increase in 
yield, is equivalent to two-thirds of the tenant’s share as shown in 
column 2 of those tables. The annual rate of depreciation on the 
owner’s share of the initial investment is derived by taking the dif- 
ferences between the successive annual ratios of future to total 
returns, in column 6 of tables 2 and 3 (table 6). 


Tabue 6.~0wner’s Annual Gross Returns, Costs, Net Returns and 
Added Capital Value per Ache from Investment in Limestone 


Year 

4-ton application 

Owner’s mvestment $5.60 per acre 

2-ton application 

Owner’s mvestment $2 80 per acre 

Owner’s 
share of 
gross 
returns^ 

Owner’s 

cost^ 

Owner’s 

annual 

net 

returns 

Added 

capital 

value® 

Owner’s 
share of 
gross 
returns^ 

Owner’s 

costs® 

Owner’s 

net 

returns 

Added 

capital 

v^ue* 


Dollars 

Dollars 

Dollars 

Dollars 1 

Dollars 

Dollars 

Dollars 

Dollars 

1 

0.24 

0 33 

-0 09 

6 50 , 

0 24 

0 25 

-0 01 

1 93 

a 

0.48 

0.43 

0,05 

6 85 ! 

0 48 

0 38 

0.10 

2.01 

S 

0 70 

0 41 

0.29 

7 07 

0 70 

0 48 

0 22 

1.98 

4 

0 92 

0.58 

0.84 

7.07 

0 92 

0 55 

0 87 

1 86 

5 

1 12 1 

0.62 

0 50 

7 00 

1 12 

0 60 

0.52 

1 37 

6 

1 30 

0 66 

0 64 

6.78 

1 30 

0 64 

0 66 

1 09 

7 

1 46 

0.67 

0.79 

6 41 

0 92 

0 43 

0 50 

0,48 

8 

1.58 

0.67 

0 91 

5.86 





9 

1.65 

0.63 

1.02 

5.20 





10 

1.65 

0.59 

1.06 

4 40 





11 

1 58 

0.53 

1.05 

3.50 





n 

1.44 

0.44 

1.00 

2 60 





13 

1.22 

0 36 

0 86 

1 71 





14 

0.92 

0 25 

0.57 

0 91 





15 

0 52 

0 13 

0 39 

0.37 






^ Two-thirds of the tenant’s annual gross returns as shown in column S of tables 
S and 3. 

^ Includes annual depreciation based on differences between successive annual 
ratios of future to total returns, column 6 of tables ^ and 3, and interest on un- 
exhausted balance of onginal investment. 

* Value at begmmng of each year, of aU future net returns discounted at 4 
percent. 


The owner’s future annual net returns from the mvestment 
(after depreciation and interest on the unexhausted value of the 
investment) are discounted at the beginning of each year, to obtain 
added capital value. Thus, when 4 tons of lime are applied, there 
are in the first year, 15 annual future net returns to be discounted; 
14 in the second year; 13 in the third year, etc. Where 4 tons of 
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lime are applied, these values are higher in the second to sixth 
years inclusive, than in the first year, because annual returns are 
rising at a sufficiently rapid rate to offset the fact that fewer of them 
are forthcoming. Similarly, when 2 tons are applied, the discounted 
value of future net returns is higher in the second and third years 
than in the first year. For each rate of application there is a minus 
net return m the first year. Also, in the discounting process, each 
year’s returns have a higher value in the year of their occurrence 
than in the preceding years. Thus, the amount of additional capital 
value in any year depends on the shape of the curve of residual 
effect as well as on the total amount and duration of returns. The 
added capital value is much greater after the 4 ton, than after the 
2 ton rate of application because the period of returns is longer. Net 
returns as used in table 6 do not include the accumulated interest 
on past returns. Hence, the benefit to the owner in the form of re- 
turns received is shown in table 4 rather than in table 6. As with 
all capital inputs, there is the problem of determining the amount 
of investment that will yield highest net total returns. This is im- 
portant to all farmers, whether their interests are limited to current 
income, or whether they also have an investment in land. 

It IS true that the added capital value which results from soil 
improvements such as limestone are not fully recognized. Thus in 
the land market, the owner may not always be able to ‘‘sell” the 
investment for its proper worth, either in the form of a higher 
rental share or a sale price that reflects the proper rating of the 
land in comparison with less productive land in the community. 
The value of soil improvement investments can be reflected in 
land prices and rental rates only as buyers and sellers, and owners 
and tenants recognize their contribution to future income. There is 
need for research and extension efforts that will make such contri- 
bution more widely recognized Local committees could serve a 
useful purpose in focusing attention on the proper value of soil- 
improvement investments. They could suggest appropriate differ- 
entials in land values and rental rates for lands of similar physical 
characteristics and potential yielding capacities, but which vary 
in actual productivity because of differences in capital investments^ 
for soil improvements. Such committees could have only advisory 
functions and should be composed of qualified farmers. State laws 
could well make provision for their existence in order to give them 
appropriate public recognition. In some eases their function could 
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be carried out within the framework of existing soil conservation 
districts. The basis for the work of these committees should be the 
results of experimental work that show the quantity and duration 
of increases m crop yields that may be expected as a result of speci- 
fied investments in soil improvement. 

Summary 

Much of the land that needs additional investment for soil im- 
provement is operated by tenants. It is desirable that the invest* 
ment be made jointly by the owner and tenant in the same propor- 
tion as they share in the returns and that the reimbursement in- 
clude full credit for the unexhausted value of the tenant’s share of 
the investment at the time he leaves the farm. Progress toward 
the establishment and maintenance of systems of farming that 
permit greater income stability will be greatly advanced by gen- 
eral acceptance of the use of lease contracts that will assure the 
tenant of equitable reimbursement for the unexhausted value of 
improvements he has made. Local advisory committees having 
legal status could become an effective part of an educational pro- 
gram to bring about general recognition of the facts relating to the 
capital value of investments in soil improvements. 



NOTES 

FARM LABOR DURING WORLD WAR H 

P ROBABLY no other area of economic activity was given more 
consideration with respect to the maintenance of its labor 
supply during World War II than agriculture. It was given special 
consideration in the drafting of men for the armed services; it 
secured foreign workers to help in the crop harvests; it had special 
laws enacted — ^Federal, as well as State and local — which prevented 
the recruitment of farm workers for employment in either other 
agricultural areas or industry. 

It is the purpose of this paper, first, to examine the farm employ- 
ment situation prior to America’s entry into the war, second, to 
summarize the various methods employed to maintain the existing 
labor force; third, to evaluate the need for the special considera- 
tions mentioned in the preceding paragraph; and fourth, to point 
to possible alternative methods which might have been utilized 
which would have achieved the same purpose, namely, greater food 
production. 

Extent of Unemployment and Underemployment: 19Jfi 

Prior to Americans entry into the war, there was a large reservoir 
of unemployed and underemployed farm workers. A Congressional 
Committee, after extensive hearings, concluded that in 1940, there 
was ‘*a reserve of unused or ineffectively used manpower pressing 
upon the agricultural labor market of at least 5,000,000 workers.”^ 
This figure included about ^,500,000 workers who were ineffec- 
tively used and another 2,500,000 workers who were unemployed,^ 

Changes in Farm Employment 19^0-19^3 

Between 1940 and 1943 farm workers were lost to war industries 
and the armed forces. Furthermore, total farm population declined 
about 3,600,000 during the first few years of the war — ^1940 to 
1943.® Despite these movements, however, average farm employ- 
ment in 1943 was only 322,000 less than in 1940, and only 100,000 

^ Eeport of the Select Committee to Inoestigate the Interstate Migration of Destitute 
Ctlvsens, 77 “Congress, 1st Session, House Report No. S69, 1041, p. 403. 
2I5wi.,p.402-3. 

® U. S. Department of Agriculture, Agricultural StaiisticSi 1947, p. 490. 
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less than in 1941, the reduction being chiefly among family work- 
ers.^ The replacement of workers consisted primarily of inexperi^ 
enced women and children.® Although the efficiency of some of these 
workers was not equal to that of the workers whom they replaced, 
one may note that m 1943, the output per worker was about 21 per- 
cent greater than in 1940.® 

Given the fact that by 1943 there had been no serious depletion 
of the labor force it might be argued that there was a need for addi- 
tional workers to meet the requirements of a greater agricultural 
production, since between 1940 and 1943 agricultural production 
had risen by about 16 percent.^ But this increased production was 
more than compensated for by the increased productivity of farm 
workers. The increased productivity reflected better utilization of 
the then existing farm labor force, increased hours of work per 
week, as well as increased mechanization. 

From January 1, 1940 to January 1, 1943 the number of tractors 
on farms rose from 1,545,000 to 2,100,000, or more than one-third,® 
It has been estimated that about 150 man-hours annually are saved 
by each farm tractor.® One can estimate, therefore, that the added 
555,000 tractors contributed over 83,000,000 man-hours of work. 
Incidentally, this does not take into consideration the additional 
man-hours contributed to agricultural production as a result of the 
Government’s campaign for greater utilization of existing equip- 
ment through pooling and exchange among farmers. 

Weighing all the above factors, it is not unreasonable to conclude 
that whatever losses there were in farm employment during 1940- 
43 were at least compensated by other factors. Furthermore, one 
must also recognize the fact that in the year 1943 there was still 
considerable unemployment and underemployment. 

Extent of Unemployment and Underemployment 1948 

It was estimated in 1943 that about 15 percent of the farm work- 
ers, or roughly 1.5 million, could be spared for employment else- 

* United States Department of Agriculture, Bureau of Agricultural Economics, 
Farm Labor^ August 12, 1948 (mimeographed) p. 6. 

® Louis J. Ducoff, Wages of AgnmMural Labor in the United States, U. S. Depart- 
ment of Agriculture, Technical Bulletin No. 895, July 1946 ,p. 23. 

«I6id.,p.l6. 

’ U, S. Department of Agriculture, AgriciUtural Statistics, 1947, p. 532 

® Ibid^ p. 550. 

* Barger, Harold and Landsherg, Hans H., American AgneuUure, 1899-1930, p. 
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where>® This group was comprised of farm operators and farm 
workers whose contribution to farm production was negligible. 
The extent of this underemployment of farm workers in 1943 was 
confirmed by several studies made by the U. S. Department of 
Agriculture. 

One study revealed that there were from 63,000 to 98,000 avail- 
able workers in 33 Eastern Kentucky counties on December 1, 
194^ who “might properly be considered potentially available for 
more productive work than their farming operations permit,’^^^ 
Another survey of the Appalachian Region indicated that in five 
states, (West Virginia, Virginia, North Carolina, Tennessee, and 
Kentucky) there were “about 450,000 workers, including approxi- 
mately 300,000 rural farm males of working age, who could be made 
available either in agriculture elsewhere, or in industry, for more 
productive war employment than they now have.”^^ 

In addition to workers who could have been spared from the 
farms, these were hundreds of thousands who were idle for pro- 
tracted periods of time. The Appalachian Region study indicated 
that an average annual employment of about 8^1,000 able-bodied 
adult males could meet the labor requirements for the 1943 farm 
production goals in the Appalachian area. Yet the estimated 
annual employment for the region was about 1,300,000, an excess 
of 475,000. “Seasonably, this surplus of manpower (the report con- 
cludes) is estimated to vary from ^50,000 man-equivalents in 
October to somewhat over 600,000 in months like January and 
February.*’^® 

This condition, of course, was typical for the entire South. As a 
rough indication of the extent of poor utilization of the farm labor 
force in the South one can cite the fact that the Southern states em- 
ploy about 50 percent of all farm labor but produce for the market 
only about one-fourth of the farm products, measured in terms of 
cash receipts from farm marketings.^^ 

Despite the existence of huge surpluses of farm workers, legisla- 

Schickele, Bainier, Manpower in AgricvUure, Iowa State Agricultural College, 
1943, p. 14. 

United States Department of Agriculture, Bureau of Agricultural Economics, 
Manpower for War Work, Eastern Kentucky, May 1943, p. 1 

^*ITnit^ States Department of Agriculture, Bureau of A^cultural Economics, 
Manpower and Agrietdtural Resources vn the Appalachian Reyion, June 1943, p 44 

Ibid., p. 16. 

IJ. S. Department of Agriculture, AgrtcvUural Statistics 1947, p. 503, 540. 
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tion was enacted and various social, political, and economic barriers 
were either maintained or strengthened so as to “freeze” workers 
in their areas and jobs. These will be examined in turn. 

Deferment of Farm Operators and Farm Workers 

The Tydings amendment to the Selective Service Act provided 
for the deferment of every registrant found by a local draft board 
to be necessary to and regularly engaged in an agricultural occupa- 
tion or agricultural endeavors essential to the war effort so long as 
he remained engaged in them and until such time as a satisfactory 
replacement could be obtained. 

The amendment further provided that if any registrant left his 
occupation or endeavor, the local draft board could reclassify him 
in a class immediately available for military service unless he se- 
cured from his board a statement that it was in the best interest of 
the war effort for him to leave such occupation or endeavor for 
other work. 

The most significant aspect of the passage of this amendment 
for the deferment of farm workers was that the policy was adopted 
by Congress on the basis of information which later proved to be 
incorrect. 

On February 1943, in response to a series of questions asked 
by Senator Bankhead, the Secretary of Agriculture submitted 
the results of a survey based on replies of about 2,800 county agri- 
cultural agents. The information received from the county agents 
was influential in securing the passage of the Tydings amend- 
ment.^® 

According to the Senate report, about 99 percent of the county 
agents indicated that “farm labor had been appreciably reduced 
by being absorbed by the military forces or industry.” Further- 
more, about 73 percent of the agents reported that there had been 
no replacement of farm workers who had left farms during the pre- 
ceding two years. These conclusions, it may be noted, are contrary 
to the information set forth previously. 

The county agents also estimated that there were “slightly more 
counties where the labor loss has been heavier to the military forces 

See Beport of Senate Military Affairs Committee on Deferment from Military 
Service of Persons Engaged in Agricultural Occupations, 78** Congress, 1st Session, 
March 5, 1943 The report of the Committee contains the results of the county 
agents* survey 
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than to industry.” This conclusion seemed to indicate that the 
major loss was due to the draft. Actually, General Hershey, of 
Selective Service System, estimated that 15 percent of the per- 
sons who had left farms had gone into the armed forces. Senator 
Hayden, of Arizona, estimated that the percentage was about 25 
percent, on the basis of information submitted by the Department 
of Agriculture and the Selective Service System.^® 

The survey of the Department of Agriculture showed further 
that “a large percentage of the individual agents’ answers indi- 
cated that such labor as had been available to replace labor lost 
was very largely inexperienced and ineifiScient.” The increased 
productivity of workers during the period (discussed above) 
contradicts this conclusion. About 71 percent of the county agents 
^‘indicated that there would be a reduction in the acreage m culti- 
vation in 1943.” This prediction was obviously wrong since the 
acreages of 52 crops planted or grown in 1943 were higher in 1943 
than in 194^.^'^ It is clear that every conclusion and prediction of 
the county agents was incorrect. Yet it was from such ‘‘facts” that 
the legislation on deferment of farm workers was enacted. 

In order to determine whether or not a farm worker or farm oper- 
ator should be deferred a yardstick was adopted to assist the local 
draft boards. The Department of Agriculture and the War Man- 
power Commission adopted a war-units plan. A list of essential and 
non-essential products was drawn up (the non-essential products 
included a handful of small and unimportant crops). War units for 
the production of essential products were based chiefly on the 
amount of labor required. At first it was decided that a worker 
would have to contribute 16 war-units to be considered for defer- 
ment. Later, this rule was relaxed to 8 war-units, with the local 
boards still having considerable discretion. 

The effects of the Tydings amendment and the Selective Service 
procedures adopted were threefold; first, they “froze” workers in 
their jobs without any consideration being given as to their actual 
necessity; secondly, they provided a haven for draft-dodgers; and 
thirdly, they placed on industry the entire burden of contributing 
manpower to the armed services. 

Hearings Before a Subcommittee on the Committee on Appropriation, United 
States Senate, 78th Congress, First Session, on Investigatwn of Manjpotcer, Part I, 
p 216. 

U. S Department of Agriculture, AgricuUural Statistics 1947, p 514. 
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A report of the Iowa State Agricultural College on ‘‘Manpower 
in Agriculture” pointed out that “there are relatively few farms 
with draftable men where the output per worker falls below 8 
units.” Furthermore, the report states that “on the better and 
more highly mechanized farms more workers are kept on farms 
than are really needed, because there a worker can readily produce 
25 or 30 war units instead of 8.”^® 

The Selective Service System estimated that by December 31, 
1943, about 3,032,000 men in agriculture would be deferred under 
the Tydings amendment.^® As of July 1, 1943, nearly 1,500,000 men 
had already been deferred on the basis of the Tydings amendment, 
of whom substantially more than a third were in the South.®® 
Selective Service regulations also provided for the deferment of 
workers who shifted into agriculture, thereby providing a haven for 
draft-dodgers. According to scattered reports, such a movement 
back to the farms did take place. A survey conducted by the Bureau 
of Agricultural Economics indicated that “from January to April 
(1943), approximately 110,000 men shifted to farm work from other 
occupations, in excess of the number who otherwise would have 
made such a shift. The War Manpower Commission reported 
that “the industries chiefly affected in this transfer and the sea- 
sonal movement back to the farm, were aircraft, shipbuilding, 
ordnance, non-ferrous metal mining, lumber, and logging. The 
effect of the shift to agricultural activities on the staffing of war 
plants varied throughout the country. Those areas which had tight 
or critical labor supply situations before the exodus of workers to 
farms were more seriously affected than those areas which had 
experienced only minor manpower difficulties prior to January.”®® 
The California W^eekly Agricultural Labor Market Report of 
April 6, 1942 stated that “within the last month about 1,000 in- 
quiries have been received by USES offices from industrial workers, 
and from army personnel over 38, who are willing to return to the 
farm, less than a third of them have inquired expressly for dairy 
farm work.” 

« P 10. 

Hearings Before A. Subcommittee of the Committee on Appropriations, United 
States Senate, 78th Congress, First Session, on Investigation of Manpower^ Part 1, 
p. 104. 

Figures submitted by the Selective Service System. 

U. S. Department of Agriculture, B.A.E , Shifts of Males of Military Age to 
Agricultural Work, July 5, 1943 

** War Manpower Commission, The Labor Market, June 1943, p. 14, 
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In the South thousands of Negro farm workers were drawn into 
war construction work after the outbreak of war. When this work 
was completed, according to reports of the War Manpower Com- 
mission, many of these workers returned to the farms in order to 
secure draft deferment, despite the large number of unfilled orders 
for men in war industries. 

Under the regulations, local draft boards prepared lists of per- 
sons who were in the IV-F classification or who were 38 years of 
age or over, who had previous farm experience and who were em- 
ployed in non-deferrable occupations and non-essential activities. 
Form letters were prepared and transmitted to such persons ex- 
plaining the possibilities for deferment as agricultural workers and 
pointing out that failure to get in touch with a local war board may 
result in induction into the armed forces, regardless of age or dis- 
ability. There were a few instances where letters were maded to 
persons employed in a zinc mine in Virginia, a U. S. arsenal in 
South Carolina, and in the petroleum industry.^* 

The Ty dings amendment also placed a heavy burden on industry 
to supply the armed forces with manpower. Prior to the enactment 
of the amendment, farm employment represented about 25 percent 
of total employment. Yet, only about 13.7 percent of the members 
of the armed forces came from agriculture. In other words, agricul- 
ture had contributed only one-half of its normal share to the armed 
forces. Despite this lenient policy, the Tydings amendment was 
enacted, virtually stopping this source of recruitment. It meant 
that workers engaged in non-essential farm work were deferred 
while workers in war industries were drafted. 

It is significant that as of July 1, 1944, agriculture with its surplus 
of manpower had 17 percent of the employed civilians deferred for 
occupational reasons, while industry had about 9 percent deferred 
for similar reasons.®^ 

Farm Labor Act of 19^3 {Public Law No, 

A nation at war should consider its manpower as being in one 
national reservoir from which can be drawn workers for agriculture, 
industry, and the armed forces. Yet the Farm Labor Act of 1943 

The War Food Administrator on June S, 1^43 wrote a memorandum to State 
War Board Chairmen cnticizing this activity. 

Walter W Wilcox, The Wartime Use of Manpower on Farins, this JoxniNAi^ 
August 1946, VoL No, 3, p. 728. 

“ Public Law 45, 78” Congress, First Session. 
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was directed toward keeping local labor supplies “frozen” and 
created more than 3,000 separate reservoirs of labor. The Pace 
amendment to this law provided that: 

*‘No part of the funds . • . appropriated should be expended for the trans- 
portation of any worker from the county where he resides or is working to 
a place of employment outside of such coimty without the prior consent 
in writing of the county extension agent of su<i county, if such worker has 
resided m such county for a period of one year or more immediately prior 
thereto and has been engaged m agricultural labor as his principal occupa- 
tion durmg such penod.” 

This provision violated a fixed principle of efficient labor utiliza- 
tion, namely, that employment can only be decasualized by setting 
up a single labor reservoir. 

Public Law §4i5, particularly the provision mentioned above, was 
also enacted as a result of misinformation concerning the farm 
labor situation. This misinformation was similar to that reported 
in the county agents’ survey. For example, there was considerable 
discussion — ^in the newspapers and other places — about farm labor 
losses without any explanation of the fact that there had been 
replacements » In addition, there was talk about a “need” for 3.5 
million farm workers. Many believed this to mean a “shortage” of 
3.5 million workers. Actually, this “need” merely represented the 
total number of farm workers who are normally mobilized each 
year to meet the harvest needs at the seasonal peaks. The experi- 
ence in 1943 revealed that this mobilization took place. 

The provision requiring the approval of the county agent before 
a worker can be transported into other areas by the Federal Govern- 
ment meant that very few, if any, workers were given such permis- 
sion. There were reports that county agents feared the loss of their 
jobs if they certified the existence of a farm labor surplus, A 
memorandum of the Extension Service stated that “states and 
counties are loath to certify areas of recruitment.” As a result of the 
“freezing” policy the nation turned to foreign workers for new 
sources of labor. This simply meant that American workers were 
idle and underemployed while foreign workers received employment. 

Thus, the large reservoir of surplus farm labor in the South was 
dried up with the passage of this law. A global war, in effect, was 
being fought on a county basis. 

Certain conclusions can be drawn from the operation of the Pace 
amendment and the use of foreign workers. First, there was a 
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tendency to bring foreign labor into the United States without any 
knowledge as to where it would be placed. One net effect was that 
foreign workers were idle for long periods of time. For example, 
over 1,000 Jamaicans were brought into Michigan and then forced 
to seek work outside of agriculture. Secondly, although the im- 
portation of foreign workers supposedly took place only after all 
sources of domestic labor were tapped, some county agricultural 
agents found it easier to order foreign workers than to put on an 
intensive recruiting campaign for domestic workers. 

State Emigrant Agent Laws^^ 

One of the most serious barriers to movement of workers across 
state lines is the Emigrant Agent Law, Such a law was in existence 
in twelve states in 1942. Eleven of these states are located within 
the South. The other state is Pennsylvania. These laws were pre- 
sumably enacted in order to regulate the recruitment of labor for 
use outside the state. But, with the exception of Pennsylvania, they 
were ob\’iously intended to prevent or to discourage the movement 
of labor outside the state. The chief device employed was the ex- 
cessive license fee, with punishment for violation under the criminal 
code. In Pennsylvania, the law specifically states conditions under 
which emigrant agents may operate, and there is only a nominal 
fee attached. A tabulation of these acts, showing state, date of 
enactment, license fee, and other information, is shown below: 


State 

Date of 
Enact- 
ment 

License Fees 
(annual) 

Remarks 

Alabama 

IdSS 

$5,000 

tip to $2,500 may be levied 
by counties in addition 

Violation a misdemeanor 

Florida 

1927 

$2,000 

Violation punished by max- 
imum of 1 year prison or 
$5,000 fine 

Georgia 

1933 

$1,000 for each 

$1,000 bond 

Louisiana 

1938 

$500 

$5,000 bond. Must give 
commissioner of labor data 
on place to be taken, for 
what purpose, duration, 
whether transportation pro- 
vided, etc. 


** For an excellent discussion of this problem see Roback, Herbert, Legd Barriers 
to InUrsioie Migration, Cornell Law Quarterly, Volume 9S, Nos. S, 4. 
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State 

Date of 
Enact- 
ment 

License Fees 
(annual) 

Remarks 

Mississippi 

1930 

$500 for each county 

— 

North Carolina 

1935 

$500 for each county; $100 
to $500 add. in towns and 
cities, counties and cities 
may levy equal amounts 

Violation a misdemeanor 

Pennsylvania 

1935 

(nominal) 

Same as Louisiana 

South Carolina 

im 

$500 for each county 

Violation a misdemeanor 

Tennessee 

1923 

$300 

— 

Texas 

1936 

$1,000 (minimum) 

Violation a misdemeanor 

Virginia 

1930 

$500 plus $5,600 for each 
county 

Violation a misdemeanor 

West Virginia 

1931 

$5,000 

— 


In view of the large fees it is clear that very few licenses would be 
taken out. With the apparent changed farm labor situation a cam- 
paign of strict enforcement of the laws was begun during the early 
war years. 

Effect of the ^^Freezing^^ of Farm Workers 

The seriousness of the effects of the Tydings amendment, the 
Farm Labor Act of 1943, and the state emigrant laws was succinctly 
set forth in a report of a Government agency in niid-1943, when it 
stated: 

‘“Providing adequate labor for the proposed 1944 and 1945 production 
program depends first of all on increasing the mobiliiy of our agricultUTol 
workers. Instead of “^freezing” them in their present locations, every 
effort should be made to insure their rapid, orderly and planful movement 
from one task and one area of peak demand to another It is directly con- 
trary to the interests of the war that workers be frozen on farms that are 
too poor or too small, or which can produce only those crops we have httle 
need for. The prevailing practice of requiring the county agent to approve 
the transfer of any farm worker out of the county merely assures the con- 
tinuance of the present poor distribution and use of farm labor, and in 
fact helps to wipe out the valuable army of migratory farm workers whom 
we have had in the past. Even worse is the practice, now observed officially 
by Louisiana, Arkansas, Mississippi, and Missouri, and unofficially by 



Notes 


141 


other states, of prohibiting the recruitment of farm labor for out-of-state 
use. Unless both federal and state restrictions on the controlled movement 
of farm labor are removed, any food program that involves either a sub- 
stantial increase in total output, or a sigmficant shift in emphasis from 
one crop to another, is impossible without a considerable increase in the 
total number of farm workers. When the desired results can be achieved by 
better use of the existing farm labor force, any such increase is indefensible 
and directly contrary to the interests of the war effort.”*^ 

Basic Problems of Farm Labor 

Probably the two principal factors which underlay the farm 
labor problem in the early war years were a maldistribution of the 
farm labor force and a faulty and unbalanced farm wage struc- 
ture, The extent of the maldistribution of the farm labor force 
has already been described above 

An examination of the farm wage structure in 1941-1942 
indicates the following* 

First, there was extreme variation in farm wage rates between the 
states and regions of the United States. Such variation is sympto- 
matic of the disorganization of the farm labor market. As of October 
1, 1942, for example, the daily farm wage rates (without board) 
were as follows 


United States 

$2.76 

New England 

4.06 

Middle Atlantic 

3.88 

East North Central 

3,67 

West North Central 

4.S3 

North Atlantic 

1.82 

East South Central 

1.75 

West South Central 

2.30 

Mountain 

4.34 

Pacific 

5.60 


With wage rates at less than half of other regions, it is easily 
understood why the Southern states in particular were interested 
in “freezing” their workers. 

Second, there was a great disparity between the wages of farm 


y Fundamentals of a Wartime Food Frogram^ Report to the Food Advisory Com- 
mittee by the Sub-Committee on XJ S Food Allocation Policy, July 1943, p. 29-30. 

** U. S. Department of Agriculture, Bureau of Agricultural Economics, Farm 
lahor, October 19, 1942, 





Notes 


workers and the wages of common labor in industry. The effect of 
such disparity was to accelerate a movement from “farm to fac- 
tory.’* This was the serious problem, not the drafting of farm 
workers. Only special deferment considerations would have stopped 
this movement. As of July 1941 the actual wage rates for both 
groups of workers were as follows 



Daily Farm 
Wage Rates 
(without Board) 

Hourly Entrance 
Rates for 
Common Labor 

United States 

$1 98 

$ 564 

New England 

3 22 

.571 

Middle Atlantic 

2 93 

.622 

East North Central 

2 79 

.629 

West North Central 

2 69 

.589 

South Atlantic 

1.40 

.424 

East South Central 

1.16 

.429 

West South Central 

1.66 

.398 

Mountain 

2 82 

.573 

Pacific 

3.33 

.689 


It is of interest to note that common labor wage rates are not 
only higher than farm wage rates but also vary less than farm 
wage rates. 

Conclusion 

The description of the problem automatically suggests the solu- 
tion, namely, increased mobility of farm workers. This would have 
required, first, the elimination of all legal and institutional barriers 
to movements of farm workers; second, the provision of adequate 
housing facilities for workers to accompany a large transportation 
program. The effect of such a program, accompanied by higher 
farm wage rates would not only have permitted a better utilization 
of the existing labor force but would have been a tremendous im- 
petus in the improvement of the notoriously low living standards 
of farm workers. 

Finally, one should note the extent to which national and state 
policies can be established on the basis of propaganda and incor- 
rect information rather than on facts. 

Jacob J. Kaotman 

The University of Buff cdo 

U S Department of Agriculture, Bureau of Agncultural Economics, Farm 
Labor, July 11, 1941 and Department of Labor, Bureau of Labor Statistics, Monthly 
Labor Bemew, January 194S, p. 154, 
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FARMERS’ ASSETS OUTSIDE THEIR BUSINESS* 

T he amount and cliaracter of the assets of farm people in addi- 
tion to their operated farms are of considerable importance in 
appraising the financial position of agriculture. Such assets are 
closely related to the problem of the financial stability and security 
of the individual family, as well as to the broader question of the 
financial relationship of agriculture to the rest of the economy. 
Farm management studies have supplied considerable data on the 
strictly farm assets, but the other assets of the family usually have 
been ignored or lumped together without analysis. This paper is a 
report on a study directed at this essentially blank spot in the 
financial structure of agriculture. 

The Data 

A broad survey of the financial position and practices of Penn- 
sylvania farmers was conducted during the summer of 1947. An 
effort was made to obtain a true cross section of farmers in the 
state by distributing the 525 records in 158 area segments in 14 
counties. As would be expected, refusals were comparatively high, 
since the survey was concerned with what are ordinarily considered 
personal financial matters. Records were not obtained from 23 per- 
cent of the farmers in the area segments, although ‘‘not at home” 
and “honestly too busy” accounted for 40 percent of the failures 
to obtain a record. 

In view of the number of refusals, it was encouraging that the 
estimated average size of farm and average age of the operator 
were 104 acres and 48 years for those from which a record was not 
obtained, compared with 135 acres and 48 years for the cooperators. 
Two other points should be noted regarding the information used 
in the following analysis* (1) the data are limited to the 899 com- 
mercial farmers in the sample by eliminating those who had less 
than 175 productive man work units and those who worked off the 
farm 5 months or more during the year and (2) the data are limited 
to the non-farm asset phase of the survey, which also included de- 
tailed information on credit and insurance. 


* Authorized for publication on November 15, 1948 as paper No. 1488 in the 
Journal senes of ihe Pennsylvaiua Agricultural Experiment Station. 
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Ordinarily there is no question as to whether a particular asset 
should be considered an integral part of the operating unit including 
the farm home or as being outside the business. In some cases, how- 
ever, the proper classification was not apparent and a few arbitrary 
decisions were necessary. For example, none of the cash on hand, 
in the checking account, or of the accounts receivable was con- 
sidered as being an outside asset. On the other hand, all stock in 
farm cooperatives was included among outside investments or 
assets. 

The General Picture 

Assets held by 399 commercial farmers in Pennsylvania outside 
their operating units accounted for 13,6 percent of their total net 

Tabuq 1. Two DisTRiBunoNS OF Farmers According to Amount op 
T HETR Assets Outside the Operated Farm, 399 Commercial 
Farms, Pennsylvania, June, 1947 


Amount of 
outside 
assets 

Number 

of 

farmers 

Percent 

of 

farmers 

Percent outside 
assets are of 
total net worth 

Number 

of 

farmers 

Percent 

of 

farmers 

None 

46 

11 5 

None 

46 

11.5 

$ l-$ 499 

128 

32 1 

1-4 9 

154 

38 6 

500- 1,499 

88 

22 0 

6-9 9 

61 

16 3 

1,600- 2,999 

47 

11.8 

10-14.9 

43 

10 8 

3,000- 6,999 

28 

7 0 

16-19 9 

24 

6 0 

6,000- 11,999 

38 

9.6 

20-29.9 

33 

8 3 

12,000 and over 

24 

6 0 

SO and over 

38 

9 6 

Total 

399 

100 0 

Total 

399 

100.0 


worth on June 30, 1947. Almost 9 out of every 10 farmers owned 
some assets outside their business, although in 44 percent of these 
cases such outside assets accounted for less than 5 percent of their 
total net worth (table 1). However, there were 71 cases, or about 
18 percent of the total number of farmers, in which non-operated 
farm assets equaled £0 percent or more of their total net worth. 

The types of assets owned by Pennsylvania farmers outside their 
business are revealed in table 2. The importance of the various 
types depends on whether judgment is based on the number of 
dollars or the number of farmers involved. For example, in terms 
of total value farm real estate was the most important type of asset 
owned by farmers in addition to their operated farm, comprising 
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17,3 percent of the total; however, only 8 percent of the farmers 
owned other farm real estate. On the other hand, 47 percent of 
them owned government bonds and 60 percent owned reserves in 
the form of life insurance. Loans to other farmers in the form of 
mortgages or notes was not an important outlet for farmers* surplus 
funds, accounting for less than 5 percent of the total. 


Table 2. Kind and Impobtancb of Assets Owned by 399 Commercial 
Farmers Outside their Operated Farms, Pennsylvanl%, June, 1947 


Kind of asset 


p t Percent Average 
Total value nf total of farmers value for 

of assets value owning each farmers 
asset reportmg 


Other farm real estate 

$203,339 

17 

3 

8 

$6,162 

Government bonds 

191,039 

16 

2 

47 

1,033 

Savings accounts* 

178,452 

15 

.1 

21 

2,099 

Life msurance — Operator** 

176,966 

15 

1 

60 

747 

Other real estate 

163,618 

IS 

9 

11 

3,636 

Other stock 

129,328 

11 

.0 

8 

4,171 

Mortage loans to farmers 

30,725 

2 

7 

3 

2,793 

Life insurance — Other** 

27,242 

2 

3 

24 

290 

Notes to farmers 

22,037 

1 

.9 

4 

1,469 

Other loans 

21,386 

1 

9 

3 

1,782 

Cooperative stock 

11,474 

1 

0 

25 

114 

Other bonds 

9,580 

0 

8 

1 

1,597 

Other 

10,068 

0 

8 

1 

2,517 


Includes Savings and Loan and Building and Loan Associations. 

Cash reserve value of present policies. 

As would be expected, in buying real estate there was a strong 
tendency to stay close to the home farm; approximately one half 
of the properties were within five miles. Houses and lots 'were the 
dominant types of other real estate, accounting for 50 percent of 
the total properties. A wide variety of other types comprised the 
remainder. 

Outside of bank stocks, which accounted for one fourth of the 
reported common stock holdings, variety was the rule in selecting 
this type of investment. One half of the holdings were represented 
by stocks listed on the major exchanges, but only one issue was re- 
ported as often as two times. About one fourth of the total amount 
of common stock was represented by the holdings of one farmer 
who had inherited a substantial sum which he had invested in 
stocks. However, this was the only instance of large security hold- 
ings by one individual. 
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Some Factors Related to the Kind and Amount of 
Outside Assets 

One of tlie important factors affecting the kind of assets in which 
farmers invest funds outside their operated farms appears to be the 
total dollar amount of such assets that they own (table 3). Those 
farmers with a relatively small amount of outside assets (less than 
$500) had over half of their total in the cash value of their life 
msurance, with government bonds second in importance. In sharp 
contrast with this was the group with large outside investments 
(over $3,000) where the cash value of life insurance accounted for 

Table S. Relation between the Total Amount of Assets Outside the 
Operated Farm and the I^rcentage Distribution op Those Assets 
According to Kind, 399 Commbhclal Farms, Pennsylvania, 

June, 1947 


Value of assets 
outside the farm 

Number 

of 

farms 

Percent of total assets outside operated farm in 


Cash value 
life 

insurance 
of operator 
and family 

Other 

farm 

real 

estate 

Other 

real 

estate 

Govern- 

ment 

bonds 

Savings 

accounts 

Stocks 

Less than $S0O 

174 

58 

1 

4 

22 

6 

1 

500- 8,000 

135 

48 

9 

6 

14 

IS 

S 

Over 8,000 

90 

10 

19 

16 

16 

16 

11 

Total or average 

899 

17 

17 

14 

16 

15 

11 


oiJy 10 percent of the total. In fact, it was only in this group that 
other farm and city real estate and common stocks comprised an 
important part of the total. The apparent diversification in the kind 
of assets owned, suggested by the relatively uniform percentages 
in each kind of asset, will be considered later. 

Certain characteristics of farmers with varying amounts of assets 
outside the farm business are shown in table 4. This simple sorting 
of the data indicates that those farmers with the smallest amount 
of assets outside the business tended to be younger men with smaller 
businesses and with much smaller net worths than were the farmers 
with a large amount of outside assets. Almost one fourth of the 
farmers with over $3,000 in outside assets inherited $5,000 or more, 
but in all three groups the total amount of inheritance was rela- 
tively small when expressed as a percentage of current net worth.^ 

^ These data on inheritance do not cover all types of parental assistance nor have 
they been adjusted to the current pnce level which was the basis used in determining 
net worth 
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Furthermore, less than 10 percent of the current assets in real 
estate outside the operated farm were inherited, although almost 40 
percent of the assets in stocks were acquired in this way. As would 
be expected, those farmers with important assets outside the busi- 
ness had smaller indebtedness on the average than did the other 
groups. Formal education and number of children did not seem 
to be associated with the amount of outside assets. 


Table 4. Association or Amount op Assets Outside the Operated Farm 
WITH Certain Characteristics op the Operator and his Farm, 

399 Commercial Farms, Pennsylvania, June, 1947 



Amount of assets outside 


Item 

Less 

operated farm 

$500- Over 

AH 

farms 


$500 

$3,000 

$3,000 


Number of farmers 

174 

135 

90 

399 

Median assets outside farm 

133 

1,156 

9,078 

612 

Median total net worth 

9,802 

17,117 

35,190 

15,742 

Average size farm (PMWU) 

398 

430 

521 

436 

Percent inhenting $5,000* 

6 

7 

24 

10 

Inheritance as percent of net worth 

5 

6 

8 

7 

Average indebtedness 

1,599 

1,201 

987 

1,326 

Percent owing $100 or more 

58 

44 

28 

44 

Percent owners and part owners 

73 

82 

90 

80 

Average age of operator 

44 

48 

52 

47 

Average sdiool grade completed 

8 7 

8 9 

9.5 

9.0 

Average number of children 

3 1 

2 7 

3.1 

3.0 


* Any inheritance by the farmer’s wife was included m determining the total 
amount of inheritance. 


The preceding analysis of the association of certain factors with 
the amount of assets outside the farm was refined somewhat by 
dividing the farmers with more than $24,000 net worth into two 
sub-groups on the basis of whether more or less than 8 percent of 
their total net worth was represented by assets outside the business. 
The most interesting feature of this particular analysis was the fact 
that while it was intended to deal with a homogeneous net worth 
group, sub-sorting on the basis of the percentage of total assets 
outside the business resulted in an average net worth of $34,400 
for the 51 farms with less than 8 percent of their total net worth in 
outside assets, compared with an average net worth of $41,200 for 
the 66 farms with a larger proportion of outside assets. In other 
words, the analysis keeps pointing to the logical and dominating 
importance of total net worth in explaining differences in the 
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amount of assets outside the business with other factors playing a 
secondary role. This relationship is shown more clearly in table 5. 

This table suggests that the relative importance of assets out- 
side the business to total net worth may be divided roughly into 
three levels or groups. In the first group comprising those farmers 
with less than $12,000 net worth, the amount of assets outside the 
business was relatively small. In the second group, with net worths 


Table 5. Relation’ op Total Net Worth to the Amount op Assets 

OUTSIDB THE BUSINESS, SiZB OP BUSINESS, AND AgB OF OPERATOR, 

S99 Commercial Farms, Pennsylvania, June, 1947 


Total net worth 

Number 

of 

farina 

Average 

size 

(PMWU) 

Average 
age of 
operator 

Average 

net 

worth 

Average 

assets 

outside 

business 

Non-business 
assets as 
percent of 
total net 
worth 

Less than $ 5,099 

48 

814 

36 8 

63,678 

9317 

8 6 

$ 6,000- 11,699 

101 

352 

43 8 

8,956 

510 

6 7 

12,000- 17,999 

75 

847 

47 6 

14,703 

1,856 

12 6 

18,000- 23,999 

58 

439 

40 4 

20,933 

2,146 

10 2 

24,000- 35,999 

53 

577 

51 2 

28,717 

3,298 

11 5 

36,000- 47,999 

28 

538 

52 2 

41,305 

6,551 

15.9 

48,000 and over 

S6 

684 

53 9 

70,402 

13,618 

19 2 

Total or average 

399 

486 

47 1 

921,581 

92.945 

13 6 


of between $12,000 and $36,000, the proportion was somewhat 
larger but did not change appreciably within this range. In the 
third group beyond $36,000 there was a tendency for the proportion 
of non-business assets to increase. Up to this group, size of business 
had tended to increase in line with total net worth, but at this level 
expansion of the operating unit did not keep pace with the increase 
in total net worth. 

An Appraised of the Assets Outside the Operated Farm 

One of the first tests ordinarily applied to a financial program is 
that of diversification among several types of assets. The fact that 
the operated farm ordinarily comprises such a large part of total 
net worth and that farm income is highly variable would seem to 
make it particularly important for farm people to consider diversi- 
fication in investing funds outside their business. 

In this connection the following facts on diversification by the 90 
farmers with over $3,000 in assets outside their business are signifi- 
cant. In 78 percent of the cases, over one half of the individuars 
total outside assets was accounted for by his largest investment. 
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In 40 percent of the cases over three fourths of the total was ac- 
counted for by the largest investment. The tendency toward con- 
centration was greatest when the largest investment was in real 
estate, and least when the largest amount was in government bonds, 
savings accounts or loans to other farmers. 

Tabi:;e 6, Relative Impohtancb or Real Estate and Stocks Combined in 
THE Assets Owed bt Commercial Pabmers in Pbnnstlvania, 
Outside their Operated Farm, June, 1947 


Amount of 
outside assets 


Percent of farmers vnXh over 50 and 75 
Average percent percent of their total outside assets 
in real estate in real estate and stocks 

and stocks * 

Over 50 percent Over 76 percent 


Less than $ 500 

6 4 

2 3 

1 7 

$ 500- 3,000 

17 2 

14.8 

10 4 

8,000- 7,000 

Or® $7,000 

30 0 

29 4 

17 6 

48 5 

46.4 

30 4 


An alternative and perhaps more significant approach would be 
to consider the diversification problem from the standpoint of the 
farmer’s total assets including his farm. Viewed in this light a con- 
centration of funds outside the business in government bonds could 
hardly be criticized. Since the value of the operated farm is geared 
closely to the general price level, the individuars assets outside the 
business were rated on their general sensitiveness to fluctuations in 
the economy. Non-operated farm real estate, other real estate, and 
common stocks were grouped together as being sensitive to general 
fluctuations and hence not ordinarily a good means of spreading 
the risks inherent in the value of the operated farm. The relative 
importance of these sensitive assets is indicated in table 6. 

These data indicate clearly that many farmers who had a signifi- 
cant amount of assets outside the business had their assets in in- 
vestments with an unstable monetary value Thus, even though 
the value of such non-business assets might be substantial, they 
would often fail to contribute effectively to the economic stability 
of the family. The quality of the sensitive assets would affect the 
degree of risk in individual cases but it is questionable whether the 
average quality would be sufficiently high to materially alter the 
basic instability of this type of asset during a general deflationary 
period. 
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In the case of sensitive assets, timing and selection are of great 
importance if the capital value is to be maintained or increased. 
The degree of success of the farm operators in this respect can 
hardly be judged at this point. A tabulation of the time of purchas- 
ing sensitive assets showed that 34 percent of the total number of 
such assets and 40 percent of total current value were acquired 
after 1944 In 57 percent of these cases the value in June 1947 ex- 
ceeded the cost. The analysis by type of asset did not reveal any 
major difEerences among them with respect to timing or apparent 
success as judged by current value in relation to cost. In other 
words, the continuing inflation had kept actual losses to a minimum 
up to the time of the survey, with the final success of these com- 
mitments depending on the future course of prices and disposition 
of the property. 


Investment Intentions 

Up to this point all information has pertained to the assets owned 
at the time of the survey. The cooperating farmers also were asked 
the question, ‘Tf you were going to invest additional money outside 
the farm business, where would you invest it?” Although the per- 
sons surveyed did not think of outside investments in as broad 
terms as those used in this paper, the answers to this question are 
enlightening. Government bonds were the first choice of 3^ percent 
of the ^84 farmers who gave definite answers. Other farm real 
estate was the first choice of 22 percent, followed closely by non- 
farm real estate with 19 percent. In other words, 41 percent of the 
farmers would select real estate for any additional investment out- 
side their business, even though real estate now constitutes their 
principal asset. Stocks and bonds were chosen by 8 percent of those 
farmers answering the question. The reasons given for their in- 
vestment choices are shown in table 7. 

It is significant that many farmers appeared to appreciate the 
difference in the safety of their principal when they choose real 
estate and securities instead of government bonds for their outside 
investments. As would be expected, familiarity with farm real 
estate was one of the important reasons for selecting it as the 
medium for further investments outside the business. Somewhat 
surprising was the relative importance of ‘‘high return” as a 
reason for selecting other real estate and securities, or perhaps it 
is another example of “greener pastures.” 
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Analysis of the answers on the basis of the present amount of 
assets outside the business and on the basis of the nature of the 
largest investment at present indicated that these two factors were 
not particularly important in indicating investment choice. One 
factor which seemed to be associated to a significant extent with 
the present amount of outside assets was the number who did not 
answer the question. The “no choice” answer occurred in 36 percent 
of the cases where the total outside assets were less than $500, 


Tabie 7, Percentage Distribution op the Major Reasons for Selecting 
THE Indicated Medium for Investing Funds Outside the Farm 
Business, Commercial Farmers, Pennstlvaiua, June, 1947 


Investment choice 

Number of 

Percent giving following reasons: 

farmers 

Security 

High return 

Familianty 

Government bonds 

91 

95 

5 



Farm real estate 

63 

43 

6 

24 

Other real estate 

54 

48 


2 

Securities 



48 

— 


while only 16 percent of those with over $3,000 in outside assets 
failed to indicate their investment choice. 

The nature of farmers* present investments was related in some 
cases to their choice for further investments outside the business. 
For example, in those cases where government bonds comprised 
the largest item in their present outside assets, government bonds 
were also the most common choice for further investments. How- 
ever, government bonds were the choice for slightly less than one 
half of those now emphasizing government bonds in their outside 
assets* 

There was also a tendency for farmers whose largest investment 
was real estate, including both farm and non-farm, to indicate some 
type of real estate as their investment choice. However, almost one 
half of those with real estate as the dominant asset indicated some 
other choice for investing additional funds. 

Summary and Implications 

This survey conducted in the summer of 1947 reveals that 
Pennsylvania farmers had important assets outside their operated 
farms. In almost 60 percent of the cases such assets exceeded $500 
and in 15 percent they exceeded $6,000. On the basis of value, other 
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farm real estate was the most important type of asset, followed 
closely by government bonds, savings accounts, cash reserves in 
life insurance, and other real estate. In those cases where the total 
amount of outside assets was comparatively low, government bonds 
and cash reserves in life insurance were important, while real 
estate and securities were more important in the case of those 
farmers with large amounts of outside assets. 

The actual amount of the assets outside the business appeared to 
depend more on the total net worth of the operator than on any 
other factor. After total net worth reached a high level, size of 
business did not increase proportionately so that a larger percen- 
tage of the total net worth was in assets outside the business. In- 
heritance was not a major factor in e3q)laining the amount of 
assets outside the business except in a few cases. 

The greatest weakness in this picture of financial assets outside 
the operated business was the lack of diversification. Not only did 
one type of asset commonly represent a large part of the total, but 
more importantly, a considerable amount was represented by 
assets which would tend to fluctuate in value in line with the value 
of the farm business. Thus, in many cases where the outside assets 
were large they would fail to add effectively to the financial stabil- 
ity of the family during a deflationary period. This inclination to 
select sensitive as contrasted with protective assets was also re- 
vealed by the operators* answers to the hypothetical question of 
where they would invest additional funds outside the business. 
Almost one half of those designating a choice indicated a preference 
for real estate and securities. 

By revealing the relative importance of farmers’ assets outside 
their business, together with some of the problems associated with 
such investments, this study focuses attention on the broader 
problem of the alternative uses of farmers’ savings. 

In the writer’s opinion this is a problem area of greater impor- 
tance than is indicated by the amount of resources being devoted 
to it at either the research or extension level. While it is unfair to 
say that the problem has been ignored, particularly in Extension, 
it is true that the concept of the many available alternatives has 
seldom been adequately developed or presented. In other words, 
our approach has tended to be piecemeal rather than comprehen- 
sive, in a manner somewhat reminiscent of our earliest educational 
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efforts to improve farm efficiency by emphasizing individual enter- 
prises without regard as to how such enterprises should be in- 
tegrated into a balanced farming system. 

There is real need for research and extension support of a com- 
prehensive program in financial planning analogous to the balanced 
farming programs now under way in a number of states.^ Such 
efforts should enhance the family's satisfaction from their expendi- 
tures and increase their economic security through a more balanced 
investment program It should also have some moderating effect 
on the demand for land in prosperous times by developing an 
understanding of and appreciation for alternative uses of disposable 
farm income. 

L. T. Miller 

The Pennsylvama State College 


DISCUSSION: “A NEW SYSTEM OF 
FARM ACCOUNTING” 

I N THE recent issue of the Journal op Farm Economics 
(August, 1948) there appeared an article by A. L. Jolly worthy 
of the attention of farm accountants and managers. Mr. Jolly in 
‘*A New System of Farm Accounting” outlined a system of double 
entry accounting on statistical cards that he has devised, and that 
he asserts is a considerable improvement over the conventional 
“double-entry” system. 

The subject is worthy of discussion. I trust that the recent article 
and the following comments may bring forth additional treatises 
in the future. 

1. In the first place, everyone should recognize that farm ac- 
counting is not a goal in itself — it is a means of attaining a number 
of worthy objectives Any attempts to lessen and lighten the work 
involved are worthwhile, and Mr. Jolly is to be commended for his 
endeavors. 

Mr. Jolly is right in asserting that there is largely a tendency 
to stress only an analysis of the farm business as the objective for 

® See Federal Extension Service Circular 4S2, January, 1945, “Farm and Home 
Fmancial Planning,*' by Z. L. Galloway and Mary A. Rokahr for a good discussion 
of the considerations and procedures for over-all financial planning. 
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farm bookkeeping. Recently the objective of facilitating the 
preparation of income tax reports has been emphasized. But other 
objectives that call for accounting of *‘air’ the family affairs are in- 
sufficiently stressed. 

3. Mr. Jolly seems to give the impression that only double-entry 
or ‘‘orthodox” accounting will suffice for “all accounting.” How- 
ever, there are several so-called single-entry farm account books 
prepared by University farm management specialists that are 
designed to enable the farm family to account for all of its affairs, 

4. Mr. Jolly indicates that double-entry bookkeeping facilitates 
checking back to cash and credit purchases and sales This is cer- 
tainly one of the advantages of double-entry bookeeping. But there 
are a number of advantages and disadvantages of both systems 
Experiences have shown that both systems have their place and 
proper adaptations. 

5. The proposed system outlined by Mr. Jolly is designed only 
for the double-entry accounting. Now it is possible to develop a 
similar system for single-entry accounting. Supplemental cards or 
sheets are used by farmers for hanging near roadside markets, feed 
and fertilizer storage spaces, milking parlors, etc. Many farmers ob- 
tain itemized statements from stores. Carbon copies of checks could 
be arranged for, as Mr. Jolly suggests. Some banks aid farmers 
in the preparation of income tax reports by sorting their returned 
checks by enterprises and showing sub-totals on their bank state- 
ments. 

In fact, for the single-entry system no provision would need to 
be made for sorting and resorting the cards. Carbon copies could be 
made of cards carrying the entries of inside transfers of value within 
the farm business. All cards could be placed in separate compart- 
ments in manila folders or filing cases, each compartment designed 
for separate enterprises or items for which sub-totals are desired in 
financial, business analysis, or income tax statements. 

6. Mr. Jolly stresses the savings in time and work that his card 
system would permit as compared with the conventional double- 
entry system. It is not clear as to what he means by the latter. If he 
is referring to the old-style two-column Journal with all items 
posted to a Ledger, there is very little question concerning his as- 
sertions. But modern methods of double-entry accounting have 
themselves provided for decided savings in time and work. Among 
other things these methods include multiple-column Journals and 
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numerous supplemental forms or ^^cards” kept close to the sources 
of data or various farm operations for the accumulation of weekly, 
monthly or quarterly totals. 

7. Mr. Jolly indicated that the cost of equipment necessary for 
using his card system in farm accounting is negligible — ^less than 
three dollars. This does not include the cost of the cards, nor of 
cabinets or other means for filing and storing the vast amount of 
cards that would accumulate in a few years. Nor does it include the 
cost of an adding machine, which is a considerable amount. 

Farm account books, journals and ledgers can be totaled, if neces- 
sary, without the use of adding machines. But it would be rather 
difficult to dovetail a large number of cards so that they could be 
totaled by the eye. On account of the space occupied by the per- 
forations and accompanying numbers, the values must be set back 
from the border considerably, as illustrated in Figure 6 of the 
Journal article. 

8. Even with the use of an adding machine, the turning over of 
cards slows up the process of additions somewhat. 

9. As a rule, proficient farm managers need to scrutinize the 
situation in connection with each enterprise occasionally if not 
frequently. With the conventional system multiple columns may 
be used for such items as cash, bank account, egg sales, milk sales, 
wages paid, etc. for which there are numerous transactions. The 
sub-totals may be posted at certain intervals. Entries for purchases, 
sales, etc. of livestock, tobacco, grain, etc. may be entered in 
general columns in the Journal and posted individually to the 
Ledger, Then the manager can readily scrutinize the various ac- 
counts in the Ledger at any time, and quickly grasp the situation. 

With the proposed card system each scrutiny would call for a re- 
sorting of the cards, a totaling of the amounts thereon, and spread- 
ing them out to observe relations of parts to the whole. 

10. One wonders whether Mr. Jolly hasn’t over-looked the situa- 
tions in which a card system could be used to real advantage. On a 
few large farms the volume of transactions and profits are sufficient 
to justify the additional investment necessary to use a punch card 
system, with the use of machines that both sort and produce totals 
and sub- totals. Some of these farms are adjuncts to other businesses 
such as canneries, dairy processing plants, etc. which could share 
part of the costs of the accounting equipment. Others are suffi- 
ciently large to warrant the expense solely for the farm business. 
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It is conceivable that substantial savings of time, work, and 
clerical expense could be made by the use of the card system with 
punch cards in these large farm businesses. But for the great 
majority of our farms there is a possibility that the extra time in- 
volved in sorting and re-sorting with needle and clipped cards, and 
in adding from cards for current observations and determinations 
of results, would approximately equal any savings involved in 
making Journal entries and posting to a Ledger. This is especially 
true in reference to comparing the card system with the use of forms 
for accumulating routine data close to the locations of operations in 
conjimction with well planned multiple-column journals. 

11. Among other advantages claimed or apparently inferred by 
Mr. Jolly for his card system as compared with conventional 
double-entry bookkeeping are the following: 

(1) The entering and checking of transactions is facilitated by 
his card system. 

(2) The card clippings enforce decisions, the accumulation of 
which '^results in more precise distinction being made in the clas- 
sification of transactions 

(3) His system facilitates detection of wastage and unbusiness- 
like methods, and the encouragement of better control of operations 
and management procedures. 

(4) His system requires less clerical skill. 

The inference that these four advantages, as well as others stated 
above, may be definitely claimed for his card system is undoubtedly 
subject to challenge. Of course that is a matter of personal opinion, 
which might be changed with considerable experience in using the 
system. Although the explanations of principles and the illustra- 
tions seemed quite clear, this writer may have misunderstood some 
parts of Mr Jolly’s article, and, if so, will appreciate having any 
apparent misinterpretations corrected. 

Undoubtedly many farm accountants and farm management 
specialists would appreciate knowing the opinions and, preferably, 
experiences of other workers who have used some of these systems 
of accounting or modifications thereof. 

W. P, Rannet 

University of Tennessee 
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RESULTS OP TWO SAMPLING METHODS USED IN 
FARM MANAGEMENT RESEARCH 

A REVIEW of developments in sampling farms as reported in 
the JonuNAL or Pabm Economics and in the Journal of the 
American Statistical Association in the last few years indicates that 
work in this field has been generally concentrated on samples that 
are larger and spread over wider and more diverse areas than 
samples more commonly used in research in farm management. 
Yet principles developed carry very definite implications for small 
samples for use in farm management studies within limited areas 
where efficiency and precision are essential to most satisfactory 
results. 

Efficiency per schedule has been shown to vary inversely with 
size of blocks used as sampling units. Geographic stratification as 
a means of controlling random sampling variation usually increases 
precision of a sample, with the smaller strata giving more effective 
control. Area samplmg makes the use of definite sampling rates 
possible because the number of units in the area to be covered is 
known. Possibilities for use of aerial photographs for increasing 
accuracy have been recognized. 

Questions on which the writer has been able to find less definite 
suggestions include the influence of variation in size of blocks in- 
cluded in a sample, as in a method where the number of farms with- 
in a block is determined by the number of farm headquarters found 
within the boundaries of the block. Another question on which 
little information was found is the suitability of various items and 
measures used in estimates of reliability of a sample. This question 
arises from the fact that relative efficiencies of two designs, as in- 
dicated by a comparison of variances for samples, vary with the 
items used for the comparison. 

Differences between two small samples drawn from an area in 
Mississippi give an indication of sampling errors and decreased 
efficiencies that may be associated with size of block, variation in 
number of farms per block, and items used for comparison, al- 
though the sample having wide variation in number of farms per 
block was not large enough to permit a separation of the influence 
of this item from that of size of blocks. 

One of the samples used in the comparison was developed through 
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a procedure that seems to be in accord with suggestions from re- 
sults of recent developments in sampling, when the objectives of 
sampling include determining approximate distributions or means 
for farms in an area. It makes use of the most accurate and complete 
information available as to number and location of farms in the 
area studied, and illustrates a means by which most of the ad- 
vantages of using individual farms as sampling units can be com- 
bined with advantages of area sampling. This sample is drawn from 
aerial photographs in the county office of the Production and 
Marketing Administration. The other method is one which is in 
common use in various parts of the country since development of 
the materials from whilh the Master Sample of Agriculture was 
drawn, and which in this area includes blocks or segments with a 
rather wide variation in numbers of farms.^ 

The Two Methods of Sampling 

Development of the farm classification and analysis project in 
the test-demonstration program of Mississippi State College and 
the Tennessee Valley Authority made it desirable to use the- best 
sampling method available to obtain information on the approxi- 
mate distribution of farms and characteristics of farms in the 
different classes or major situations. In this project, analysis of 
groups of farms found in such a cross-section sample of an area is 
designed to facilitate location of test-demonstration farms within 
the different major situations in the area and development of farm- 
ing systems adapted to resources of these farms. For these reasons, 
measures for determining distributions and describing charac- 
teristics also had to be adapted and developed. 

Possibilities for additional farm development on nonfarm land 
were to be explored. This was an additional encouragement toward 
use of some form of area sampling. 

Area sampling as used to select the Master Sample® was recom- 

' Acknowledgment is made to Mr. Earl Houseman of the Bureau of Agricultural 
Economics for constructive criticism of alternative sampling methods considered 
in developing the method used m drawing the sample for which this comparison is 
made wilh one from the material used in drawing the Master Sample of Agriculture, 
for suggestmg statisbcal procedures suitable for the comparison, and for a most 
helpful review of the manuscript Acknowledgment is also made to Mr. Emil H. 
Jebe of the Institute of Statistics, North Carolina State College, for a very helpful 
review of the manuscript. The author, of course, assumes all responsibility for 
statements made, 

* ‘*The Master Sample Project and Its Use in Agricultural Economics,** by R. J. 
lessen, this JotntNr ai, Vol 29, No. 2. May 1947. 
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mended by our statistical consultants for use in sampling both 
farms and nonfarm land. The sample r^erred to in this statement 
as the “cluster sample*’ was selected from the Master Sample maps, 
the sampling units being small blocks or areas called “segments,” 
which have identifiable boundaries and in so far as possible the 
same number of farms (census definition). The base maps used to 
develop the Master Sample maps are county highway maps which 
indicate the location of houses and were published in 1939. The size 
of the segments ranged from about 4 or 5 indicated houses to about 
10 or 12. The topographical features of the area under study, in- 
accuracy of the highway maps as to location of houses in 1947, 
and the fact that nearly one-half of the families living out in the 
country are other than farm operator families made considerable 
variation in number of farms from segment to segment unavoid- 
able. 

The other sample used in the comparison, referred to in this state- 
ment as the “farm sample,” was drawn from Production and 
Marketing Administration aerial photographs by using as sampling 
units or segments individual farms plus the farm’s pro rata part of 
any adjacent nonfarm land, thus giving complete area coverage of 
farms and non-farm rural lands the same as in the cluster sample. 

The method of selecting the farm sample can possibly be set out 
most simply by comparison with the method used in selecting a 
sample from Master Sample materials, assuming that the reader 
has at least a general idea of how such a sample is selected. The 
same procedure was used for selecting the farm sample as for the 
cluster sample except for adjustments indicated in the column 
headings of the following tabulation form, in which the column 
headings for the farm sample are in parentheses: 


1 

i 

3 

4 

5 

6 

(7) 

Minor 

Count 

Number 

Cumulative 

Count 

Segment 

civil 

unit 

sampling 

sampling 

unit 

number 


division 

number 

units — 

umts — 

selected 



number 


segments 
m count 

segments 






unit 





(Plight 

tier 

(Photograph 

number) 

(Number forms 
on photograph) 

(Cumulative 

number 

selecteFand 

(Name of 
farm 


number) 

farms) 

farm number 
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In drawing the farm sample, following systematically through all 
the photographs as they were made by flights, as columns 1, 2, and 
3 were filled and the figures from column S cumulated in column 4, 
a random number between one and 40, the number indicated by 
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tlie sampling ratio, was selected. The number drawn marked the 
first farm selected, the one that served as the beginning point for 
taking every fortieth farm down through the cumulative totals in 
column 4. 

One column (7) for acres of nonfarm land was added to the tabu- 
lation form for use in the farm sample, and the approximate 
acreage of such land was entered from the photograph for each 
segment selected and containing nonfarm land. This figure was 
obtained by measurement of the area included when the boundary 
lines of each selected farm adjacent to nonfarm rural land® were 
extended into the nonfarm land area to the points where they 
would meet similar extensions from other farms bordering the 
nonfarm land when all of the nonfarm land was considered to be 
prorated to adjacent farms on the basis of frontage of the farms 
on the nonfarm land. Boundary lines of the farm sample segments, 
with farm lines solid and nonfarm lines dotted, were transferred to 
county soils maps which showed section lines, roads, streams, and 
houses the same as on county highway maps. 

The Northeastern Highland Area 

The general soils and type-of-farming area from which the 
samples were drawn is commonly referred to as the Northeastern 
Highland Area. It is in the three Tennessee Valley counties of 
Mississippi, and is an area of hills and narrow valleys containing 
a little over one-half million acres, with about four-fifths of the 
land in farms and less than one-half of the farm land cleared. 

Rural resident families in the area, that is, farm families and 
other families living out in the country, are distributed in the ap- 
proximate ratio of 7, 3, 1 among farm operator families, other 

families farming, still other “census farm” families (also meeting 
the United States Census definition of farm operator families), 
and other families, respectively.^ 

^ Nonfanu land use for residences and business purposes inside towns and villages 
was omitted from acreages recorded as nonfarm rural land in both samples, because 
the areas of special interest in the survey were farm lands and land that might be or 
become farm woodland, cropland, or pasture. 

^ Farm operator families are families who are operatmg and managing their f am^ 
independently of other farm operators. About SO percent of the farm operators in 
this area have one or more other families farming with them. These “other families 
farming” are nearly all share renters (i and i share) and croppers (i share). About 
75 percent of the farm operators are owners, the remainder being almost entirely 
share renters, with only an occasional cropper or cash renter among Uiem Families 
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Quality and use-suitability of the sandy Upper Coastal Plain 
soils of the area are closely associated with elevation and topo- 
graphy. 

Size of farms in this area is influenced by kind of soils much the 
same as is land use and size of fields. Farms using mainly the poorer, 
drier, more rugged soils for crops have less than one-half as many 
acres of cropland as those using mainly the better soils for crops. 
They have about the same number of cropland fields and use about 
two-thirds as much labor as farms on the better soils. The acreage 
remaining in woodland is about the same per farm in these two 
soils situations. The distribution of farms within these soils situa- 
tions by acres of open land (cropland plus open pasture) shows that 
farms using mostly the poorer, more rugged soils tend to be small 
and that those on the deeper, more moist soils tend to be relatively 
large.® Multiple family farms are, as is true for farms on which 
tractors are used, generally the larger farms with higher propor- 
tions of cropland on the better, deeper, more moist soils. 

Cotton, com, and small acreages of hay are the principal crops of 


referred to as “still other census farm families” are ones who are really not farming 
but yet live out m the country and have a garden, chickens, and a cow, or otherwise 
meet the census definition of producing $250 worth of farm products or having three 
acres of land on which some farm products are produced In the survey for which this 
report is made a farm includes all land fanned under one operator. 

® The comparison is made between farms having one-third or less of their crop- 
land on the deeper, more moist soils and those having two-thirds or more of their 
cropland on those soils, based on a cross-section survey of the entire area. The 
division between tbe two general groups of soils found on farms was made by com- 
bining soil types and phases into groups having similar suitable uses and manage- 
ment requirements and which were found in similar geographic positions, arrangmg 
these use-management groups in order to fit the land-use pattern of the area, and 
then determming what appeared to be the most significant pomt at which a break 
in the scale could be made for grouping cropland. 

The soils-grouping of farms is based on the land-use pattern and the association 
of sections of the pattern with kind of soils used for cropland which on farms in 
this area is nearly all of the best open land. The association is a natural one based 
on the location of soils The land-use pattern of the area, formed by uses to which 
farmers tend to put the different kinds of soils, is as follows* Lowest wettest land, 
permanent woodland, hardwood; next wettest, permanent pasture, slightly better 
drained soils, hay; still better drained soils but not dry enough for good cotton land, 
com; well drained soils including especially the dry sandy hillsides, cotton; steeper 
and more eroded hillsides and other poor and rugged soils, permanent woodland, 
pme and mixed pine and hardwood. In terms of use-management groups of soils and 
even within soil types there is a considerable overlappmg of “com” and “cotton” 
land In terms of the association of these ^oups with elevation and slope, the divi- 
sion between the two general groups used in obtaimng the measure of kind of soils 
used for crops was made at the upper end of the range for soils that are commonly 
good “corn” land. The measure rrferred to in this statement as the “soil ratio” was 
obtained by finding the ratio of the acres of cropland on the lower, deeper, more 
moist soils to the total acres of cropland. 
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the area, with relatively larger acreages of corn and hay being 
grown on the deeper, more moist sods, and relatively larger acreages 
of cotton on farms having a higher proportion of their cropland on 
the poorer, drier sods. Lespedeza is the principal hay crop on farms 
having higher proportions of the deeper, more moist cropland soils, 
while soybeans provide the smaller amounts of hay grown on the 
poorer, drier soils 

Farms in the most rugged, most severely eroded areas are being 
abandoned to pine timber production, while further concentration 
and expansion are the rule in the lower, wetter areas. 

Tishomingo County, entirely within the area and making up ap- 
proximately one-half of it, was used for the test of samplmg meth- 
ods. It is slightly more rugged than parts of the area extending into 
adjoimng counties The coimty has been measured, by acres of 
different soils in the Sod Survey, and photographed, with farm 
boundaries for both cooperator and non-cooperator farms marked 
on the photographs by the USDA Production and Marketmg 
Administration Approximately 30 percent of the total land of the 
country, 40 percent of the farm land, one-half of all cleared land, 
and 60 percent of the cropland is on the deeper, more moist soils.*^ 

The Cluster Sample Vs the Farm Sample 

Sampling ratios of 1:30 for the cluster sample and 1:40 for the 
farm sample, totalling about six percent for the combined sample, 
were used in Tishomingo County for the comparison made to 
determine the sampling method to be used in the remainder of the 
area and in other similar areas into which the Farm Classification 
and Analysis studies are to be extended ^ 

Each method yielded 47 farms, with 55 families farming in the 
cluster sample and 64 families farming in the farm sample. The 
total number of ^‘census farms” was larger for the farm sample, but 
the total number of families, including rural residents not even 
meeting the census definition of farm operators was larger for the 
cluster sample. The cluster sample was composed of 14 segments 


® See footnote 5 for basis and significance of this grouping of soils 
^ Plans at the beginning of the survey were to continue use of both sampling 
methods through the entire Northeastern Highland Area But field observations and 
preliminary summanes ojf the two samples m Tishommgo County indicated that 
further data for a conclusive companson for this area should not be needed and that 
a better sample could be obtamed by use of only the one better method for the 
remamder of the area 
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varying in number of farms from none to seven and in number of 
‘‘census farms’’ from one to eleven. The farm sample was composed 
of 58 segments. Forty-seven contained one farm each, five con- 
tained areas each of which had been a farm in past years but was 
not farmed in 1947, three contained only farm land operated as 
parts of other farms, and three contained only “census farms.” 
The acreage of nonfarm land obtained in the cluster sample in- 
dicated only about one-half as much nonfarm land as is indicated by 
other most reliable figures, while the farm sample appeared to be a 
little too high on nonfarm land. 

Testing the two samples by the common practice of comparing 
variances for such items as size of farm and acres of various crops 
was somewhat inconclusive. Two examples will illustrate the 
point. Acreage of cropland per farm was represented in the cluster 
sample by ^7.5 with an estimated cr^ of 6 4, while the corresponding 
figures for the farm sample were 37.4 and 13.5. Acreage of hay per 
farm was represented in the cluster sample by 2.1 with an esti- 
mated < 7 ^ of 29, and in the farm sample by 3.1 with an estimated 

of .14.® The wide differences in means between the two samples 
suggested that one might be much more accurate than the other, 
but the variance for acres of cropland was relatively lower in the 
cluster sample while that for acres of hay was relatively lower in 
the farm sample. 

In the cluster sample, a relatively smaller number of farms, 
smaller acreages, fewer families farming, lower proportion of the 
cropland cropped, and a larger acreage of open waste land in- 
dicated clearly that the soils on farms m this sample were of a 
lower quality than those in the farm sample Comparison of num- 
bers of farms and acres of cropland in each of the samples with 
Production and Marketing Administration records indicated that 
figures for farms in the farm sample were much more accurate. 
Comparisons of acreages and kinds of soils with figures from the 

® Pearson’s approximation for the variance of a ratio. 

] 

There n= number segments in the sample 
a? = segment total for acres cropland 
number farms in segment 
r= coefficient of correlation between x and y 
All figures presented for in this statement have been adjusted for difference in 
samplmg ratios to make them comparable for the samples. 


1 ^ r<r3,® (Ty® ^rtTxCTy 
j 
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Soils Survey of Tishomingo County and with figures for the entire 
area from the survey of which these two samples are a part gave the 
same indication.® 

Analysis of the data from the entire survey having indicated kind 
of soils as having a major influence in determimng size of farm, crop 
yields, land use, labor used, and other major items in this area, a 
comparison of the two samples was made for the proportion of crop- 
land on the deeper, more moist soils.^® 

The soil ratio on a percentage basis was represented in the cluster 
sample by a farm mean of 49 with an estimated of 52, indicating 
a relative efficiency of ,27 for this method for sampling kind of 
soils used as cropland when compared with a farm mean of 56 with 
an estimated <r® of 14 for the farm sample. Soil ratios for total crop- 
land were 53 and 62 for the cluster sample and the farm sample 
with variances of 833 and 911, respectively, indicating a relative 
efficiency of 109 for cluster sample segments (3.36 farms per seg- 
ment) in comparison with farm sample segments (.81 farms per 
segment). Variances of soil ratios for segments were 60 for the 
cluster sample (14 segments) and 16 for the farm sample (58 seg- 
ments).^^ 


» “The Production and Marketing Administration has measured 60,678 acres 
of cropland in 14SS (about two-thirds) of the segments from which the farm sample 
was drawn The cluster sample included acres as one-thirtieth of the cropland, 
whUe the farm sample included 1766 acres as one-fortieth of it. 

In the most recent soil survey of Tishommgo County, in 1935, 109,000 acres of 
cleared land were listed. No distinction was made between farm and nonfarm land, 
but practically all of the nonfarm laud is woodland. Total acreages of cleared farm 
land as estimated from the cluster sample and the farm sample by multiplying 
sample totals by 30 and 40, respectively, were 63,000 acres and 104,000 acres for the 
duster sample and the farm sample, respectively. 

Acres of cropland per farm for the entire survey, includmg 60 schedules from 
shghtly less rugged parts of the area extending into adjoining counties, was 89 6 
acres, only shghUy higher than the 37.4 for the farm sample but considerably higher 
than the 37.5 for ihe cluster sample,” 

See footnote 5 for explanation of grouping farms in this area by kmd of soils 
used as cropland and determinmg the soil ratio for each farm. 

The variance of EX Eji^— (Ep/n)^ 

EY 1 fi— 1 

Where segment total for acres of cropland on the deeper, more moist soils 
^—segment total for acres of cropland 
p^the proportion for each sample segment 
The variance ci 

X er® 


y n 
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In non-statistical terms and recognizing opportunity for a con- 
siderable range of error in samples containing only 14i and 58 in- 
dependent observations, this comparison indicates that for sam- 
plmg the combination of soils used for crops, the most dominating 
single factor found in a farm management analysis of the data ob- 
tained, more than three times as many farm schedules would be 
required for obtaining an equally good sample by the cluster sample 
technique as by that used in obtaining the farm sample. On the 
basis of segments, considering total cropland on farms in each seg- 
ment without regard to number of farms, only about a 10 percent 
larger number of segments would be required for the small farm 
sample segments than for the larger cluster sample segments con- 
taining about four times as many farms per segment. 

Relative Costs and Efficiency 

Relative costs per schedule for enumeration by different sam- 
pling methods have been shown to vary with length of schedule, cost 
of transportation, and a number of other items.^^ The schedule used 
in the survey upon which this statement is based required as much 
as 90 minutes for some of the farms. Transportation costs were 
five cents per mile. 

Total enumeration costs per schedule in the two samples were 
about the same for all items except transportation and drawing the 
sample. Transportation costs per schedule were about one-third 
greater for the farm sample, while three and one-half days were 
requued by a clerk in the County Production and Marketing Ad- 
ministration oflSce for drawing the farm sample as compared to 
only a few hours in Washington, D. C., for the cluster sample. But 
total cost per schedule for drawing the farm sample plus one-third 
of the transportation cost per schedule for the cluster sample was 
less than 20 percent of the total costs per schedule. 

The explanation of similar rates of enumeration for the two 
samples is in operational aspects of the two methods, based on the 
amount and form of information in the hands of the enumerator 
before he went to the field. In the farm sample, the usual situation 


^ "Statistical Investigation of a Sample Survey for Obtaining Farm Facts/’ by 
B. J. lessen, Iowa Besearch Bulletin 304, pp. 48-53 

"The Theory of Samphng,” by W. A. Hendricks and others. Bureau of Agricul- 
tural Economics and North Carolina State College of Agriculture and Engineering 
Department of Experimental Statistics mimeographed report, p 84. 
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was that the enumerator not only had the name of the operator but 
that he had recorded on a soils map the exact location of the farm, 
with the segment boundaries on property lines except for definite 
areas of nonfarm land specifically located with reference to the 
property lines of the farm. In the cluster sample the enumerator 
had located on a similar soils map much larger segments whose 
boundaries were roads, streams, and other lines that often crossed 
farm boundaries in this area or irregular topography. Additional 
time required for travel between farms in the farm sample was 
offset in the cluster sample by time required in locating farms, 
determining which families inside the segment were farm opera- 
tors, and otherwise making sure that all families and all nonfarm 
land were accounted for. 

In considering costs as they may influence choice of a sampling 
method for use in farm management research, it should be recog- 
mzed that enumerators are usually staff members and other 
technically trained personnel and that editing, tabulation, and 
analysis may involve costs per schedule as great as those of enu- 
meration. In the farm management field, therefore, a more efficient 
sampling method might still be the one to use if only financial con- 
siderations were involved and if enumeration could be done at as 
low cost per unit of useful information by the less efficient method. 
Total costs might still be much lower for the more efficient method 
when the number of schedules is varied to give equally good samples 
by the two methods. 


Conclusions 

The samples used in this comparison were small. This is especi- 
ally true for the one containing only 14 segments and which evi- 
dently accounted for the major part of the differences between the 
two samples by failure to include a representative sample of soils 
used on farms and therefore of other items associated with kind of 
soils. Other similarly drawn samples might, as would be expected 
for larger samples in this area or for samples of similar sizes in other 
more uniform farming areas, show smaller differences. The area 
from which these samples were drawn is, no doubt, an extreme 
situation for sampling farms. However, it may also be observed, 
extreme cases sometimes illustrate a point most clearly. Therefore, 
certain observations and suggestions from this comparison and 
analysis of data from the entire survey may well be set out. 
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The usefulness of variance for certain items as an indicator of 
reliability of a small sample of farms, and therefore as an indicator 
of relative efficiency, may vary with error in the sample and the in- 
fluence of the error on the item being measured. This is illustrated 
by a higher degree of uniformity in acres of cropland and number of 
families farming on farms below average in quality of soils in the 
area for which this comparison was made. In a comparison of two 
samples, the use of an item representing an important influence in 
determining other items on farms may not only show greater varia- 
tion than other items that are in varying degrees associated with 
it but may help to explain any errors in the other items or even to 
indicate them if the influence of the item is known for the area 
sampled. 

Results of this comparison have indicated that the cluster sample 
may have included a relatively better sample of all families than of 
farms, and that the land used as cropland on farms in the cluster 
sample was more representative of all land in the area sampled but 
not of land used for crops. The location of farms, like the location 
of rural residents not farming and the location of cropper and other 
tenant families on farms, is selective. The bases for selectivity in 
location are different for the various groups, so that members of 
none of the groups are distributed uniformly with reference either 
to area or to location of houses. The better soils are selected for 
farms; convenience to towns and villages and land not well suited 
to farming are bases for location of rural residents not farming; 
cropper and tenant families other than farm operators are on the 
largest farms on the best land. These facts suggest use of a specific 
selective basis for sampling farms, one that will to the fullest extent 
possible exclude the influence of other factors as sources of varia- 
tion or reasons for unnecessarily large sampling errors. 

A basis that is satisfactory for sampling all rural resident families 
in an area might also be satisfactory for sampling the kind of land 
on which occupied dwellings are located. But for sampling farms 
for research in farm management in an area in which a relatively 
large proportion of the rural residents are other than farm opera- 
tors, a different basis for selection of a sample appears to be in 
order. The most accurate information available as to number and 
location of farms is that basis when the sample is to be used for 
estimating farm distributions and means within a general soils and 
type-of-farming area. A representative sample of soils used on farms 
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is essential to a representative sample of farms in areas similar to 
the one for which this comparison of sampling methods was made, 
and adjacent farms tend to have similar soils, 

Otis T. Osgood 

Mississi^i State College 


PROFESSOR VAILE AND THE THEORY 
OF INVERSE CARRYING CHARGES 

I AM disappointed that my treatment of inverse carrying charges 
seems to Professor Vaile ‘‘inadequate and unrealistic,’^^ but 
such a stricture alone might be accepted with reasonable equanim- 
ity. Theory always involves abstraction, and so cannot avoid being 
in some sense inadequate and unrealistic. Professor Vaile, however, 
charges specifically that the theory which I advanced “makes no 
start toward explaimng” what it aimed to explain, and such a 
charge requires at least an attempt to remove misapprehensions on 
which it may rest. 

Let me deal first with two comments of Vaile’s which appear to 
be subsidiary, and then return to the major charge. 

1. Vaile holds my theory to be unrealistic “ , . . because when- 
ever there are high inverse carrying charges, terminal grain mer- 
chants tend to modify their market transactions so that full con- 
tractual storage charges are paid on an increasing proportion of the 
total grain in store.” I readily grant that the average return for 
storage received by a grain merchant who stores both for himself 
and for others is not measured by the market carrying charge 
(price of storage). Nor is it measured by the fixed price for con- 
tractual storage. The conclusion to be drawn is not that either the 
market price or the contractual price is unrealistic, but only that 
neither price by itself measures the return for storage received by 
that grain merchant. The case differs in no essential respect from 
that of the producer of a physical commodity who sells in two 
markets which have different price patterns, for example, a dairy- 
man who sells part of his product as market milk and part to a 
cheese factory.® 

^ Eoland S Vaile, "Inverse Carrying Charges in Futures Markets,” this Jotjbnal, 
August 1948, XXX, 574. His discussion concerns my paper, "Theory of the Inverse 
Carrying Charge m Futures Markets,” , February 1^8, XXX, 1-28 

2 Vaile may also have underestimated the risk he ran of seriously misleading 
people unfamiliar with details of the grain trade. The opportunities for giving effect 
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3. Turning from criticism to suggestion, Vaile holds that “it is 
not true*’ (as I wrote) “that 

•Pl+-P«"“-P2=0 (1) 

but rather 

Pl-^Pa'-p2= ilHS ( 2 ) 

in which equation P* is the constant standard charge for storage.” 

The significance of Vaile’s suggestion becomes clearer if we 
allow Ps to retain the meaning I gave it, under which Ps“P 2 — Pi 
by definition. Then we may take C to represent the “constant 
standard charge for storage** and rewrite Vaile’s equation (^) as 
follows: 

Pi+C~P2=a; = C'^Ps (20 

With this clarification, I can accept Vaile’s reformulation, though I 

do not see what it gains; because C is a knovm constant^ it makes 
little difference whether we undertake to explain P# or C— P* 

3. We come now to Vaile’s charge that my theory “is inadequate 
because it makes no start toward explaining why the carrying 
charges are positive at one time and negative at another.” I accept 
this as the main charge because the only merit I claim for my theory 
is that it goes farther than the generally accepted theory in explain- 
ing observed price behavior. Vaile has done his part toward per- 
mitting a test of effectiveness by applying the conventional theory 
to a particular set of price observations; I shall undertake to show 
that my theory serves better. 

The problem Vaile poses is to explain price relations between 
the “December and the following May wheat futures in Minneap- 
olis from 1900 to the present.” He observes that persistent in- 
verse carrying charges between the December and the May 
futures occurred “only in 1921 when the post-war foreign demand 
still, was strong and the domestic crop was short, in 1934-37 when 

to the "tendency” he asserts are quite limited, for three reasons* (1) Under condi- 
tions which have prevailed during most of the last half century the amount of gram 
stored by "others” in termmal markets has been small relative to the amount stored 
by the operators of the elevators, (2) the conditions which have led merchants to 
store little gram m their own elevators have generally reduced similarly the amounts 
offered for storage by others, and (3) the terminal grain merchant who elects to store 
gram for others is not free to choose what proportion of his space shall be used by 
uiem. He is required by law to operate any elevator used for public storage as a 
pubhc warehouse, and to accept any gram offered for storage, to the limit of the 
elevator capacity In some states, such as Uhnois, he is even prohibited from stormg 
his own grain m any elevator which he uses for public storage. 
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the crop was seriously curtailed by drouth, and in the recent years 
of high post-war foreign demand. In all other years there were 
positive, although varying carrying charges between these two 
futures.” Then he adds by way of generalization ‘‘Whenever supply 
is conspicuously short relative to demand, buyers bid up the cash 
and nearby prices in their efforts to obtain actual grain of desired 
quality.” 

If one asks no more than this by way of explanation, the tradi- 
tional interpretation which Vaile wishes to retain seems to serve 
fairly well in such circumstances. But suppose we look a little 
farther into the facts, taking for example 1936-37, the crop year 
prior to World War II in which the inverse carrying charges be- 
tween December and May at Minneapolis were most extreme. 
From mid-September through early December the price of the 
May future remained steadily about five cents under the price of 
the December future; thereafter the difference fluctuated some- 
what erratically between five cents and nearly nine cents until the 
end of December. Average prices for the last full week of September 
and the first full week of December, and the spread between them 
in cents per bushel, were : 


Week 

December 

future 

May 

future 

Carrying 

charge 

September 21-26 

129 1 

123 9 

-5 2 

December 7-12 

136 9 

131 6 

-6 3 

Price increase 

7 8 

7.7 

- .1 


Did the price of December wheat increase because demand be- 
came more insistent relative to supply? If so, why did the inverse 
carrying charge fail to widen correspondingly, in accordance with 
Vaile’s principle of explanation? 

Note also that stocks of wheat in Minneapolis for the week end- 
ing September £6 were reported as 6,408,050 bushels; for December 
as 5,681,330 bushels; and that on the following May 1 there re- 
mained 3,567,4£7 bushels in Minneapolis elevators. Most of this 
wheat was hedged in the futures markets and subject, therefore, 
to a negative carrying charge. How shall one explain this condition? 

To answer these questions, I start with the last and explain that 
the grain merchants and mills of Minneapolis require “goods on 
their shelves” and working stocks, and will carry large supplies 
with no return at all for storage as such, and smaller, but still sub- 
stantial, supplies when the return specifically attributable to stor- 
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age is strongly negative. Having taken this view that the price 
relation between the futures should be considered as the return 
for storage necessary to induce the carrying of certain stocks by 
hedgers (or to induce a certain restriction of holdings), I find no 
difficulty in understanding why it should be possible, and indeed 
common, for the price relation between futures to remain relatively 
constant from week to week while prices change. 







Carrying charge 



MAY JUNE JULY 

Chaet 1. — ^Daily Closing Prices of Old-Crop and New-Crop Wheat Futures, at 
Minneapolis, and Price Difference, May-July 1934. 

By concentrating attention on a price relation between two 
futures calling for delivery within the same crop year, Vaile avoids 
what in other circumstances is a most serious embarrassment to 
the doctrine that the two prices must be explained separately. 
If one studies the relation between the July and the September 
wheat futures at Minneapolis, the one expiring before the spring- 
wheat harvest and the other after harvest, and takes periods in 
which spring-wheat crop prospects changed substantially, it ap- 
pears that the attempt at separate explanation breaks down com- 
pletely. Consider for example, the period, May-July 1934, when 
severe drought in the spring-wheat area contributed to a sharp 
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price advance during May, good rains in early June encouraged a 
severe price reaction, and in July prices rose again in response to 
renewed drought in the spring-wheat area, together with a crop 
report which confirmed that much of the damage done in May had 
been irreparable.^ Chart 1 tells the detailed story of wide changes 
in prices of the two futures and negligible change in the July- 
September carrying charge during these months. 

It was such evidence as this which first convinced me of the 
futility of attempts at separate explanation of prices of different 
futures. 7/, instead^ one regards ike influences pertinent to the price 
of the more distant future as bearing equally on the nearer oncy and 
recognizes that the price of the nearer future is affected also by in- 
fluences which bear specifically on the price difference between the 
futures, explanation becomes easy. In this instance we may note that 
stocks of wheat in Minneapolis elevators, which were 18,67^,000 
bushels on May 5, declined in normal fashion to 14,647,000 bushels 
on August 11, and then rose, reaching 16,150,000 bushels on Sep- 
tember 1. Most of this wheat was held by merchants and processors 
who wanted it for convenience and would have held somewhat 
larger supplies except for the existence of a small inverse carrying 
charge Their disposition to hold was virtually unaffected, it ap- 
pears, by the drastic crop developments of the period. 

If Vaile found difficulty in seeing how to apply the ideas which I 
tried to set out, others must have experienced like difficulty. I 
hope that the foregoing explanations clarify the main problems. 

Holbrook Working 

Food. Research InsUtude 

® For a more detailed account of these developments see M K Bennett and 
Helen C. Farnsworth, “World Wheat Survey and Outlook, September 1934,” 
Wheat Stvd%es of the Food Research Inslilide, XI, (1), pp, S-ll. 
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The Bminess of Famingy Herrell DeGraff and Ladd Haystead, 

Norman; University of Oklahoma Press, 1948, Pp. xviii, 244. 

$ 3 . 00 . 

This book is different. Prom title through addendum the authors 
have used a simplified style of presentation which is little used in 
Agricultural Economics books. The use of self-explanatory termin- 
ology rather than stock-in-trade or technical terms and the style 
employed in writing makes this book outstanding. A practical ap- 
proach is used throughout the book, and research data is drawn 
from many sources to explain and illustrate salient points. The 
authors have presented their material under four headings and in a 
way which will incite the laymen to utilize a common sense business 
approach to farming. 

Soil management is discussed in section 1, with the basic assump- 
tion oT^'Siaccess^r failure in farming starts with the soil.” In their 
discussion of soil management, stress is placed on the importance of 
soil resources available to the farmer on his particular farm and in 
his particular area. After evaluating the soil resources, various 
factors affecting the capacities and uses of soil are discussed. The 
assets as well as liabilities of humus, minerals, manures, and water 
are covered under the heading of soil management in relation to all 
sizes and types of farms in the United States. The authors seem 
fully aware of the magnitude of this problem and have cleverly and 
adeptly presented this section of the book stressing management 
problems of various areas of the country. 

Egui pment ma nagement is covered in the second part of the 
book. The field of equipment management is too often overlooked 
or passed over lightly in farm management books. The authors 
have presented facts from various research studies that will be of 
interest to almost anyone who is farming at the present time. His- 
torical trends in the use of farm machinery are briefly presented. 
Farm tools are categorized into five classes — tillage implements, 
crop starting implements, cultivating implements, war implements 
(sprayers, dusters and weeders), and harvesting tools. A larger part 
of the discussion on equipment deals with power units. In the dis- 
cussion on farm machinery, consideration is given to the various 
items of cost. The use of farm structures and electric power as pro- 
duction tools is included in this section of the book- 
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The field of l abor management is discussed in part three. This 
section of the book stresses the worth of labor and the various prob- 
lems a farm manager is concerned with in the use of labor. DeGraff 
and Haystead have approached labor management from a realistic 
standpoint. The use of family labor is analyzed in a business light 
and discussion is devoted to the principles of labor management for 
family and hired labor. 

A discussion of farm o g;anization is presented in part four. In 
studying farming as a business, the problem of management is a 
problem that is difficult to evaluate. Adequate research is not 
available as a basis for evaluating the degrees of good or bad man- 
agement. The authors have included in this section some of the 
various techniques used in measuring success of management and 
discussed choice of enterprises as it relates to success in farming, 
diminishing returns as a guide to management, use of farm ac- 
counts, and importance of farm business analysis to affect success 
in farming as a business. 

DeGraff and Haystead have written a book that will be of inter- 
est to the individual farmer because it offers a body of principles 
which aid in determining problems and their solution. This book 
will appeal to anyone who is interested m the business approach to 
farming. It is a practical analysis of farming as a business, well 
planned, and exceedingly well written. 

W. A. Chase ahd John W. White 

University of Arkansas 

Agricultural Economics ^ Benjamin Horace Hibbard. New York* 

McGraw-Hill Company, 1948. Pp XXXIV, 433 $5 00. 

"The world that agriculture faces is always changing rapidly.*’ 
In these words, Professor Hibbard describes the circumstances that 
make his own most recent book another reflection of economics in 
transition. Since economics is always in transition, this statement 
requires elaboration On page 15, for example, it is stated that 
"The soundness of subsidies has not been established.” Those 
economists who believe the American economy is or can be made 
largely competitive, with Government functioning mainly in the 
role of policeman, will be somewhat surprised at this statement. “ 
In their minds, there is not a shadow of a doubt that "subsidies” 
are "unsound ” 
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On the other hand, those who see the American and other na- 
tional economies as monopolistic to the core and certain to remain 
so, with a more or less competitive fringe that includes agriculture 
and other minor occupations, will call the statement old-fashioned. 
Professor Hibbard’s tendency to stand with one foot on the firm 
ground of free trade principles while at the same time admitting 
the necessity for, or acquiescing in, interference is characteristic of 
our times. Not many economists are clear as to the proper role of 
Government in the economy. 

He arrives at his general position, not by any rational set of ab- 
stract principles — or by what some economists would call theory, 
but by his intimate knowledge of history. He says (on page 44) that 
even the farmers knew that Coolidge’s ideas on farm relief “were 
old — accepted, and probably out of date, while he (Coolidge) was 
still an undergraduate.” 

Dedicated “To my graduate students, 1913-40,” this volume is 
by one of the most human of men ever to write on the subject of 
agricultural economics Reared on an Iowa farm in the decades 
immediately following the Civil War, he felt all the economic, social, 
and political issues of that time in the Corn Belt. His interpretation 
of these issues is a part of him and is reflected in this book, which 
consists of 34 short chapters on subjects he discussed most with his 
students. After defining agricultural economics very broadly, 
Professor Hibbard mentions a number of subjects that are included 
within its scope. He then says he “might have included farm man- 
agement among the sample subjects,” but he didn’t. Only those who 
know and love him will understand why. 

This reviewer studied under Professor Hibbard during the second 
quarter of the period covered by his graduate teaching. Professor 
Hibbard was a master of repartee. No agricultural economist living 
then or now would have felt comfortable in public debate with him 
because of his ability to turn the phrases of his opponent to his own 
advantage. He engages in this activity at the conclusion of his 
chapter on the Farmers’ Union (pp. 374-376) , where he quotes the 
Union’s opposition to trade barriers and isolationism and its sup- 
port of parity prices. To him, the two positions are inconsistent, 
but they may be merely more evidenced of economics in transition. 

Unfortunately, it has been impossible to register his scintillating 
humor on the printed page. His tones, accents, and the twinkle of 
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his eye are missing. And yet, the book does contain some Hibbard'- 
ismSi as we used to call them. On page 9, for example, he says, 
“Hunger without money makes no appeal except to charity ; hunger 
has never impressed charity at long range, and a faint impression 
has never evoked great contributions.” If we correct the statement 
by pointing out that hunger without money has made a very great 
appeal to the fear of communism, we have left a very important 
economic truth well-stated. 

But it will be a surprise to his former students to read on page 
12 that a “fair price” is “probably somewhat below the level of 
prices we pay for what we buy,” or on page 14 that it is “twice that 
of 1934.” My notes taken during his lectures say that a “fair price 
is what you can get, plus 10 percent.” 

The book gives greatest emphasis to tenancy, tarifis and farmer 
movements. Considerable attention is devoted to farming as an 
occupation and to the reasons for both excessive numbers of farmers 
and surplus farm output. Some of his most acute observations are 
on these subjects. In a chapter on “Agriculture Under the New 
Deal,” the name of Rexford Guy Tugwell is conspicuously absent. 
His final chapter entitled “After the Second World War” quotes 
with approval Mordecai Ezekiel’s advocacy of American efforts 
to aid in the industrialization of foreign countries as a means for 
expanding world trade. But lest we become too enthusiastic about 
the possible success of such a program, he warns that “Selfishness is 
powerful and ignorance is a precipice,” 

Because, he says, (page 433) “what we most need, and eventually 
must have, is reestablished world trade,” and because he sees the 
difficulties in achieving that goal, his outlook for the years imme- 
diately ahead is somewhat pessimistic. When, as an economist, he 
says “We are apparently headed for a dreary period such as the 
thirties . . . he will be recognized by some as a spokesman for 
the dismal science. 

A conspicuous, if not important, weakness of the book is the fact 
that the most recent statistics used in charts and tables are for 
1945 Then, too, if the scope of agricultural economics is as broad 
as Professor Hibbard’s definition, it cannot be taught with this 
book alone, a fact the author himself clearly recognizes. Too little 
attention is given to the economics of soil conservation or to the 
role of monetary and fiscal policy in stabilizing the economy gener- 
ally — ^matters of very great concern to farmers today. 
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Even so, the former students of Professor Hibbard will value this 
book highly, and it will most certainly serve well the purpose 
modestly described in the preface, namely — ” to make it somewhat 
easier to present the many aspects of the subject.” 

Busheod W. Allin 

Bureau of Agricultural Economics 

Population Analysis y T. Lynn Smith. New York: McGraw-Hill 

Book Co., 194-8. Pp. xiii, 4-21. $4.50. 

The recent revival of the gloomy forebodings identified in Eco- 
nomics literature with the name of Malthus are leading economists 
to reexamine the field of demography, which, in this country at 
least, has become largely separated from its parent discipline. 
Smith’s book. Population Analysisy provides them with an account 
of the data about population that are available in the United 
States, along with some notes on data available elsewhere. Nearly 
every chapter describes the types of data available in the United 
States, their sources and the weaknesses that exist, and there are 
occasional suggestions to the agencies producing such data for im- 
provement of their basic materials. Some attention is given to the 
methods used in extracting meaning from the figures, and numerous 
conclusions and observations are given. For these the author draws 
heavily upon his own field studies and analyses of data assembled 
in Census and Vital Statistics reports. One hundred and sixty-six 
charts, maps and graphs make more vivid many of the relationships 
that are mentioned or discussed. 

In this manner the reader is led through the several fields that 
generally are included under the heading of demography. One part 
deals with those aspects usually grouped as the composition of the 
population, including residential distribution, age, race, nativity, 
sex ratios, marital, educational, and occupational status, and reli- 
gious composition. Another part deals with birth and death rates 
and their measurement and trend. Migration, both internal and 
international, are given more attention than is usual in academic 
treatments of this subject. 

The author in the preface states that an attempt has been made 
to treat the subject in language that can be readily understood by 
the advanced undergraduate in college or university. This reviewer, 
who has not recently presented such materials to undergraduates, 
however cannot help asking whether it is necessary to write down 
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to undergraduates to the extent that this book does, or to pass over 
hghtly and in some cases deprecatingly the more involved proce- 
dures that have been developed for some aspects of population 
study. In stressing an empirical approach to the study of popula- 
tion phenomena the author clears away much of the wordage that 
has filled demographic literature. He also gives scant attention to 
some problems which for the time being must be analyzed with 
scanty data. Granted that the U. S. in many ways lags behind other 
countries in respect to demographic statistics the critical appraisal 
could well have given more attention to the numerous improve- 
ments introduced into the 1940 Census. A large number of publica- 
tions since 1940 give evidence of a continuing program of testing 
new defimtions and new approaches to data. This program has 
already provided significant new results and promises more for the 
future. 

Conrad Taeitber 

Food. aTid Agriculture Organisation of the United Nations 

The Farm Bureau Through Three Decades, O. M. Kile. Baltimore: 

Waverly Press, 1948. Pp. ix, 416. $3.50. 

This 403 page book, by O. M. Kile, opens with a foreword by 
Allan B. Kline, president of the American Farm Bureau Federa- 
tion. This foreword says in part: “The story of the growth and 
development of the Farm Bureau is one of the great stories in 
American agriculture. It is important to have that story docu- 
mented now, while many of the early leaders in the movement are 
still alive. This book does that.” 

“Written by a man who served on the information and legislative 
staffs of the American Farm Bureau Federation in the early days 
and who has maintained a deep interest in the organization since 
the beginning, it is authentic and accurate.” 

“Mr. Kile has rendered a great service to Farm Bureau in record- 
ing the story of the orgamzation from infancy to maturity.” — 

From the foregoing, it is evident that the book is written by one 
who knows the early history from the inside and that it has the 
approval of the current president as a semi-official history of the 
Farm Bureau movement. 

It is well-written by one who believes in and defends almost every 
action rather than from the coldly analytical viewpoint of a hard- 
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boiled economist. There is good reason to believe that the factual 
material is authentic. This is indicated by the following from the 
author’s preface, ‘T am particularly indebted to John J. Lacey, 
Director of Information, for his careful scrutiny and constructive 
criticism of the entire manuscript and various revisions thereof, 
and to W. R. Ogg, Director of the Washington Office, for checking 
on the accuracy of those matters that have come within the pur- 
view of his twenty years in the thick of legislative battles. My 
thanks go also to Chester Gray for his careful reading of most of the 
manuscript and for his helpful suggestions.” 

The main body of the book is divided into seven parts, as follows: 

Part I — The Historical Bachground: 

These three chapters cover: 1, earlier farm organizations and 
what became of them; the beginnings of the County Agent sys- 
tem; 3, the organization of county Farm Bureaus; 4, the organiza- 
tion of county Farm Bureaus into State organizations and 5, the 
birth of the American Farm Bureau Federation at Chicago, No- 
vember 12-14, 1919. 

Part II — The James B, Howard Administration, 1920-82 

These five chapters cover the early activities. Two major ones 
were; 

1, Sponsoring national cooperative set-ups in grain, livestock, 
cotton, wool, fruit, vegetables and other commodities. 

2. Bringing the influence of the organization to bear on Congress 
The author gives the Farm Bureau credit for having had a large 
part in the formation of the ‘^agricultural bloc.” 

The author credits the Farm Bureau in this period with securing 
the Capper-Volstead Act, packer and stockyards control, regulation 
of grain exchanges, and other legislation. 

Part III — The Oscar E, Bradfute Administration, 1923-25 

These two chapters cover the bitter strife between Aaron Sapiro 
and his adherents who wished to make the promotion of coopera- 
tive marketing of the Sapiro type the big activity — and such men 
as John Coverdale, secretary and "O’Neal of Alabama who saw 
large opportunities in other fields. 
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Part IV — The Sam H. Thompson Administration^ 19^6 — March 
1981 

Mr, Thompson, according to the author, understood full well 
that he was elected with the expectation that promotion of legisla- 
tion of the McNary-Haugen type was to be a major activity of the 
organization. The three chapters are largely devoted to the battle 
over the McNary-Haugen bills and the compromise legislation that 
resulted in the Federal Farm Board. 

Part V — The Edward Asbury O'Neal Administrationy 1931-^7 

These 10 chapters cover the struggles over the major agricultural 
legislation of the 1930’s, the price control legislation of the war 
period and the post-war period through 1947. The first chapter has 
the title, ‘‘Wedding of the South and the Mid-west.” Apparently, 
in view of the author, the great achievement of President O’Neal 
was to weld the agriculturists of the South and Mid-West into a 
smooth working organization that was able to exert much influence 
on legislation. 

Part VI — The Allan B. Kline Administrationy December 19J^7 

These three chapters cover the problems confronting the organi- 
zation as Mr. Kline took over the leadership in December 1947. 
The author reviews the major activities under way and the mem- 
bership strength by states with some comparisons to that of other 
farm organizations. 

Part VII — Assets, Problems and Prospects 

This part is a concluding chapter in which achievements are sum- 
marized and the problems of relations with the State Extension 
Services, County Agricultural Agents, relations with other farm or- 
ganizations and with the public, are considered. 

The author says, “Probably the greatest accomplishment of the 
Farm Bureau in its three decades of existence has been to establish 
a Voice’ for agriculture.” 

“While there may at times appear to be several Voices’ in the 
agricultural field, few would deny that the American Farm Bureau 
Federation is the recognized voice. Others are heard respectfully 
and on some subjects have influence but any legislative or adminis- 
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trative measure dealing with agriculture that is opposed by the 
AFBF is not likely to get far.’’ 

Since the Farm Bureau has been on one side or other of much of 
the agricultural legislation that has been considered by Congress 
since 1920, the book, to a considerable extent, is a history of agri- 
cultural legislation proposed and enacted since that year. It gives 
considerable light as to what went on behind the scenes. 

Wm. L. Caveet 

Farm, Credit Administration of 8L Paid 

Labor Productivity Functions in Meat Packing ^ William H. Nicholls. 

Chicago: Umversity of Chicago Press, 1948. Pp. xviii, 256. $5.00. 

Professor Nicholls has submitted the record of fluctuations of 
inputs of hogs, men, hours, and pa 3 rrolls for two years in a mid- 
western packing plant to a very detailed statistical analysis. His 
purpose is to approximate “the static short-run production and cost 
functions of economic theory” (p. 51). His objective seems to me a 
mistaken one; his achievement of this purpose is almost impeccable. 

Why should anyone want to approximate the textbook curves, 
except possibly to supply illustrative material for more textbooks? 
Suppose one finds, as Nicholls often does, diminishing marginal 
returns to labor — then surely the complacent theorist will simply 
say, “I told you so.” Suppose one finds, as Nicholls also often does, 
increasing marginal returns to labor — ^then the complacent theorist 
will say (in fact theorist Nicholls does say), “These results cast 
considerable doubt on the accuracy of the [results] obtained in this 
investigation.” (p. 15) (I think this is as wrong a first reaction as is 
the superficial alternative of rejecting the theory.) This is not quite 
fair to Nicholls because he does investigate one relatively neglected 
problem (discussed below), but it is a substantially accurate de- 
scription of his approach. He is not testing economic theory, nor is 
he enlarging or improving it — ^he is simply illustrating it. 

Given his goal, the performance is exemplary. The data are 
carefully described and reproduced; the technical background of 
the industry is adequately summarized; the statistical calculations 
are reported in sufficient (and perhaps in excessive) detail; and the 
conventional theory of cost curves is stated carefully. His stand- 
ards of craftsmanship deserve high praise and wide imitation. The 
only questions I would raise concerning the performance are trifl- 
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ing, e.g., his third general conclusion is inconsistent with the first 
two if one disregards words like ‘‘nearly” and “slightly” (p. 24). 

One problem of cost curve analysis is given new prominence, the 
selection of the optimum combination of men and hours of work 
per week to minimize the labor cost of a given output. As a formal 
problem it introduces no new principles (Ch. IV) ; it is analogous 
to the choice between durable and non-durable machinery except 
for the absence of interest complications. The tendency of the 
findings is that in this particular plant the number of men is sub- 
ject to diminishing returns but the work-week is not (within the 
range of variation considered), so costs could have been reduced 
slightly by using fewer men on longer work weeks. 

I would, however, enter a vigorous dissent from the use of the 
“let sleepmg dogs lie” theory of welfare economics implicit in 
Nicholls’ discussion of the Pair Labor Standards Act. He argues 
that the Administrator did not apply the overtime provisions with 
due allowance for the nature of meat-packing, but that no change 
in policy is now called for because the industry has become adjusted 
to the mistaken ruling. If Nicholls will apply this theory to silver 
legislation and entrenched monopolies he may come to share my 
dissent. 

George J. Stigler 

Columbia University 

Rural Sociology, Lowry Nelson. New York: The American Book 

Company, 1948. Pp. xvi, 567. $4 25. 

Of the many rural sociology textbooks no two follow the same 
plan of treatment due to the various authors^ pedagogical judg- 
ments but also undoubtedly due to the fact that general courses in 
rural sociology are quite differently oriented to the college curricu- 
lars of different types of institutes. The early rural sociology text- 
books were primarily surveys of rural social problems and issues. 
The recent trend has been for them to include general sociology or 
theoretical orientation for the rural social situations and problems 
dealt with. Dr. Nelson’s book is as successful as any in this latter 
undertaking. 

Another reason for the lack of standardization or of evenness of 
treatment in rural sociology textbooks is that no one author can be 
expert in all fields and each naturally, therefore, writes some excel- 
lent and generally some mediocre chapters. This is probably the 
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oiily way to meet the problem with which an author is confronted. 
Some of the most successful textbooks for those whose only course 
in sociology is a course in rural sociology do little more than survey 
the research findings which have been developed over the last 30 
years, compile numerous statistical tables and make some prac- 
ticable application of the data which they present. Such books are 
naturally very inadequate in sociological treatment. Undoubtedly 
other authors go too far in the opposite direction, include consider- 
able sound sociology but very often make very little application of 
it to specific rural social situations. Some of these latter have very 
strong chapters m the fields of the author's specialty and other 
chapters are often weak. The author of this book follows this second 
plan but by and large does it quite successfully. He covers all of 
the basic topics with which all rural sociology deals and each chap- 
ter contains a sound sociological orientation. 

Some chapters are very successful in handling topics which other 
authors, specialists in given fields, over-emphasize and because of 
this over-emphasis are weak at other spots in their books. Examples 
of successful balance in this book are Chapter 5 on The Rural Com- 
munity, Chapter 6 on The Rural Population, Chapter 11 on Strati- 
fication and Social Status, and Chapter 16 on Levels of Family 
Living. 

A number of chapters are excellent, probably superior in many 
ways to those in other rural sociology textbooks, superior in their 
sociological orientation by means of introductory statements, and 
definitely follow through with the practical application of that 
sociology in the detailed presentation of data and in discussion and 
interpretation. These chapters are Chapter 15 on Marriage and the 
Rural Family, Chapter 17, Religion and the Rural Church, Chap- 
ter 24, Rural Welfare, and Chapter 25, Health and Health Agencies. 
The last chapter on the Outlook for Rural Life is also good but 
would be better if it were more ample. The author provided ma- 
terials in his own textbook for amplification of this chapter. 

This text gives evidence of the maturity in scholarship and 
philosophy of its author. It will be very useable as a textbook in 
general rural sociology so far as the college student is concerned 
and it makes a definite contribution to other sociologists who are 
working in the field of rural sociology. 

Carl C. Taylor 

Bureau of Agricidtural Economics 
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Rurci, Life %n Argentina. Carl C. Taylor. Louisiana State University 
Press. Baton Rouge. 1948. Pp. vii, 464. $6*00. 

Rural Life in Argentina, contains all of the aspects of our national 
agricultural life, described with clarity and notable erudition. 

All of the farm areas have been visited personally by the author 
and carefully observed. We can note the systems of production as 
well as the mentality of the Argentine farmer, who, because of his 
southern European origin, presents special characteristics, which 
attract the attention of the American investigator, on comparing 
him with the North American farmer, and the physiognomy into 
which he fits, thus, making a clear judgment of the nature and mag- 
nitude of the elements which participate in this complex phenome- 
non. 

The method utilized by Dr. Taylor in this book is one which is 
advised by the most modern technique in the subject matter of 
investigations of this type. It has permitted him to expose in an 
orderly fashion a profound and thorough study of the panorama 
which our agricultural economy offers, in the internal as well as 
the external economy of the enterprise. An important analysis of 
the social scene in which our agricultural phenomenon takes place, 
and the consequences of the particular facts are studied along with 
the rest of the cultural, economic, moral, and political, etc. activi- 
ties, typical of our peoples. 

A year of daily investigation, visiting areas, reading the most 
noted authors who have been concerned with this subject, con- 
versing with the farmers themselves, business men, sociologists, 
statisticians, research workers, etc , permitted the author to ac- 
cumulate a wide fund of information, which conditioned by the 
actual reality of the situation, put him in position to write a book 
which is a faithful picture of our rural life. 

One observes without any effort the sociological orientation of 
the author of Rural Life in Argentina because of the attention which 
the study of the man-factor and of that of social institutions, such 
as the family, the school, the church, etc., receives; topics, which 
the author presents with many statistical charts and illustrations, 
studying our agricultural worker also in the light of the functioning 
of the urban phenomenon, in order to draw conclusions which in- 
clude the rural medium and its bearing on the rest of the popula- 
tion. 
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When the North American reads this book, he will have a clear 
and complete concept of what our weight is in the international 
market of farm products, and, also, he will be able to form con- 
clusions about our culture, our institutions, the working capacity 
of the people, etc. As a result of this we Argentines and North Ameri- 
cans will understand each other better. Dr. Taylor’s book has made 
an enormous step which will serve as an extraordinary contribution 
in the procuring of a real collaboration and mutual respect between 
both nations. 

Rural Life in Argentina is a book within the reach of all levels of 
culture, because it is written with a lucid and simple style, without 
sacrificing anything of profundity; it is ample in its scope and given 
to an admirable sincerity. Likewise it is a work which ought to be 
known and studied by every student of these questions, because it is 
a faithful reflection of our reality, and it is, as well, a book for all of 
the reading public. 

Rattl Garcia 

Assistant Professor of Economics 
National University of CMoiba, Argentina 
Before the Perdn Regime 

Future Food and Agriculture Policy John D. Black and Maxine E. 

Kiefer. New York: McGraw-Hill Book Co., 1948. Pp. viii, 348. 

$3.50. 

This is an important book, not only because it deals with a sig- 
nificant current problem, but also because it is an authoritative 
statement by a leading agricultural economist who has been steeped 
in the problem for many years. There is no way of detecting the 
specific contributions of the senior and junior authors, but the 
style and positiveness of statement are characteristic of the senior 
author. His hand is apparent in every part of the book. 

Part I deals with the facts regarding food, nutrition and agricul- 
ture in 1947 in the United States. The remainder of the world is 
covered in less detail. These data are well known to workers in the 
field but their summarization and selection are excellent. 

Part II deals with the parts of the problem. Except for the very 
short run, the basic problem is that of the ratio of the population 
to food-producing resources This relationship is very bad in a con- 
siderable portion of the world and the authors are generally pessi- 
mistic with respect to the future. After reviewing estimates of the 
productive resources of the world and potential trends in popula- 
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tion and output, the authors reach the conclusion that, . ex- 
cept in the newer countries and in those with possibly expanding 
frontiers, the foods needed for a continuously expanding popula- 
tion cannot be produced. In some of them the foods needed for 
adequate diets for their present populations cannot be produced 
within their own boundaries (p. 147) The answer must he in popu- 
lation control which is a difficult and long-time adjustment. The 
authors are emphatic that the haves should not level themselves 
down by direct sharing with the have-nots. They say, “ . . . and 
as for the general argument that the countries with good diets 
should share their foods with the people of the densely populated 
regions, one has only to point out that, if they had done this in 
the last 300 years, most of them would now be down close to the 
Malthusian level of subsistence. The hope of the world is in the 
countries which have escaped such a fate and can now help the rest 
of the world to escape from it.” (p. 169) Black has always been an 
advocate of specialization and freer trade, but like many of us 
views the removal of existing trade barriers and trade restrictions as 
improbable in the foreseeable future. We shall, therefore, have to 
get along for a time as best we can with them. 

Part III develops the programs which the authors consider es- 
sential for the solution of the problems presented in the earlier sec- 
tion. The most important chapter is XXI which outlines in con- 
cise form the senior author’s agricultural program for the United 
States. Dr. Black would establish an aimual national quota for 
each crop but no individual producer quotas. If the actual crop ex- 
ceeds the quota, producers are entitled to payments, if any, only on 
the proportion of their sales which the established quota constitutes 
of the total crop. The crop is to be sold in the market for what it 
will bring, with supplemental payments made to the farmer to bring 
market prices to “total prices” when the former are lower. The 
very interesting suggestion is made that these supplemental pay- 
ments be made to the farmers as grants-in-aid on a 60-50 basis for 
approved production practices or investments in the farm follow- 
ing the adoption of a long-time individual farm program. This 
program is to be approved by experts. This form of payment seems 
to the reviewer to possess real advantages. In the nutrition portion 
of the problem, the proposals are not as precise. The view is ex- 
pressed that, “nothing short of a vigorous program of direct food 
distribution measures will meet the needs of the situation facing 
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this country and the world in the next ten years/* (p. 223 ) The 
funds for both the agriculture and the nutrition program are to 
come from the treasury. “The logical procedure is to make a joint 
appropriation large enough to cover both, and to distribute the 
sum between them each year in whatever way will contribute most 
effectively to the two objectives — ^raising and stabilizing agricul- 
tural income and improving diets ” (p. 224i) The cost is estimated at 
about two billion dollars in a normal year. 

The last seven chapters which constitute Part IV are devoted to 
problems of execution. The authors indicate that a great deal of 
attention has been given to these phases of the work. The b^asic 
problems, however, remain unsolved. Economists may formulate 
excellent programs but are frequently unable to implement them. 
In view of the present temper of Congress and the apparent aims of 
farm leaders, one fears that the program of the authors stands 
little hope of adoption. Nevertheless, it is worthy of careful study. 

Wareen* C. Waite 

Unwersity of Minnesota 
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REPOBTS 

Re-pcyrt of the PresidenU 19^8 

Our Association has vigor and vitality*. The contributions which the 
officers and other members have made when called upon to serve have 
been most gratifying To quote chapter and verse I refer the reader to the 
reports appearing at the end of the November 1948 issue of the Jotonal. 
These reports give an excellent summary of the activities during the year. 

I wish to express my gratitude to Frederick V. Waugh who, in my esti- 
mation, has made an outstanding contribution to the Association during 
the year in serving first as chairman of a policy committee and second, as 
chairman of a committee to formulate a procedure for the administration 
of our special awards program. 

Julius Hendel as chairman of the group designated to raise the funds for 
the special awards has been unusually successful His work and that of his 
coDeagues, H. B. Arthur and A. C, Hoffman, in raising over $13,000 pro- 
vide an excellent example of outstandmg service for the Association by 
members who believe m its future. 

This past year the vice presidents were given heavy assignments which 
they accepted cheerfully. Earl Butz tackled the student chapter assign- 
ment and served on the pohcy committee. His report on student chapters 
at the annual meeting and the action of the membership at that meeting 
in approving a constitutional amendment providing for student chapters 
marks, I believe, a milestone in our Association history. 

Harold Hedges, our other vice-president, tackled the annual meeting 
problem. His report in the November 1948 Jotjrnal charts a new course 
for the Association, the holding of annual meetings in the summer in dif- 
ferent parts of the country affording a larger opportunity for cooperation 
with affiliated groups I hope it will be possible following our meeting with 
the Western Farm Economic Association at Laramie, Wyoming, in 1949 
to have similar meetings with the Canadian Agricultural Economics 
Society and the agricultural economists of the South. This is a worthy 
experiment in my estimation provided we expand our meeting each year 
with the American Economic Association, the American Statistical Asso- 
ciation and allied groups. If we are to maintain our hybrid vigor I consider 
it imperative that we not lose contact with our parent strains — ^particularly 
economics and statistics. 

A complete index of the JounisrAL was recommended by the Executive 
Committee. Harold Hedges initiated negotiations with the Washington, 
D. C. chapter of the Special Libraries Association for the preparation of 
such an index. It appears likely that such an index will be completed in 
1949. We hope it will be possible to publish this in combination with a 
directory of the membership. 

The high standard which our Jouenal has attained is evidence of the 
vitality of our Association. I am sure I speak for the membership in extend- 
ing to Warren C. Waite, retiring editor, our thanks for a remarkably fine 
editorial performance. 
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The growth of our membership presents us with new problems. An im- 
portant one is the added burden placed on our secretary-treasurer Larry J. 
Norton, who is retiring this year as secretary-treasurer, has made a con- 
vincing case in his report in the November issue of the JotnaNAn for added 
financial aid for the office of the secretary-treasurer. I beheve, as he says, 
that the Association will grow more rapidly if added financial assistance is 
provided. 

Progress this year has been made on the volume of readings on agricul- 
tural policy O. B. Jesness accepted the editorship with an advisory council 
of H. DeGraff, F F. Elliott, L. P. Gabbard and H. R Wellman. Dr. Jesness 
reports as this is written that the material is almost ready for the pub- 
lishers. 

At this point I want to express appreciation for the assistance I have 
received from my three immediate predecessors, Asher Hobson, Frederick 
V. Waugh, and Larry J Norton. Many of our accomphshments this year 
are a result of policies initiated while they were president of the Association. 

In passing the baton to our next president, 0. V. Wells, I have two sug- 
gestions. First IS the need for a study of our constitution including some 
change in our election machinery to make for more continuity in our offi- 
cers, This year all four officers and the editor are changing. The fact that a 
new president may have had no contact with the executive committee 
prior to his election is, I believe, a serious handicap The necessity to carry 
forward projects for several years plus added activities such as the special 
awards program and student chapters make it desirable that we elect a 
president a year m advance either as a vice-president or as a president- 
elect. 

My second suggestion is the need for a wide participation in the prepara- 
tion of the programs. The AFEA has expanded to a point where it is diffi- 
cult for the president to prepare the programs without considerable assist- 
ance. Since some of the meetings are now being planned over a year m 
advance, a president-elect might be a welcome aid to the president, es- 
pecially if one of his duties was service on the program committee. 

In closing I want to express my thanks to you, the membership, for your 
splendid support This year as your president has given me a satisfaction 
for which I am deeply grateful. I wish for the Association continued expan- 
sion in members, vitdity and service to our profession. 

William G Murray, Presiderd 
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Report of the Editor 

Volume XXX of the Journal consisted of four regular issues totaling 
852 pages. The proceedings of the Green Lake meeting will be pubhshed as 
Part n of the February 1949 issue. 

The Journal is a cooperative venture of the Association. This is in- 
dicated by the fact that 89 difFerent persons contributed to it in the way 
of articles, notes and reviews. The Editor wishes to thank these contribu- 
tors and the others for whom space hmitations prevented publication for 
their generous cooperation. He also wishes to express his thanks to the 
Editorial Council and the Associate Editors for their continued interest 
and support. It is with regret that these associations are terminated. 

The Executive Committee has authorized the preparation of an index to 
cover the first thirty volumes of the Journal and has arranged with the 
Washington Chapter of the Special Library Association to carry out the 
task. The final arrangements have been left for the mcommg Editor since 
the index will not be completed for some time. 

The Distinguished Publication Award of the American Farm Economic 
Association for the year 1947 was made to Mr. Willard W, Cochrane for 
his article on “Farm Price Gyrations — An Aggregative Hypothesis” which 
appeared in the May 1947 issue of the Journal. The committee selecting 
the paper was composed of F. V. Waugh, F. F. Hill, E C. Young and the 
Editor. In view of the new special awards grants the Executive Committee 
might well consider the desirabihty of continuing this award If it is con- 
tinued, selection might well be made by a broader committee than has 
made the earlier selections. The Editorial Council as a whole would appear 
a suitable group. A suitable placque or memento should accompany the 
award. 

There were 33 articles with 4 accompanying discussions, 23 notes and 30 
reviews in the Journal the past year. The division of the printed matter 
was as follows: 



Artides 







Issue 

including 

discus- 

Notes 

Renews 

News 

items 

Annutd 

reports 

Other 

Toted 


sions 







February 

141 

26 

18 

7 

6 

6 

204 

May. 

121 

47 

18 

6 

3 

5 

200 

August 

159 

34 

15 

10 

0 

6 

224 

November , 

131 

34 

20 

7 

14 

18 

224 

Total 

552 

141 

71 

30 

23 

85 

852 


The quality of the Journal depends upon the contributions which come 
largely from the members of the Association. The Editor and even the 
Editorial Council cannot possibly be aware of all the prospective articles 
of high quality which should appear m its pages. It is the responsibility of 
everyone in the Association to direct suitable material toward its pages and 
to inform the Editor of prospective sources of outstanding contributions. 

Respectfully submitted 

Warren C. Waite 
Editor 
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Report of the Auditor 

In accordance witli tlie request of tlie President of the American Parm 
Economic Association, I have examined the accounts of the Secretaiy- 
Treasurer, Professor L. J. Norton, for the year ending November 30, 1948. 
I have checked vouchers, cancelled checks, bank debit slips, and bank 
statements with expenses as shown in the treasurer’s books and found the 
book statement of expenses correct. 

I have checked bank deposit slips, bank credit slips, and bank state- 
ments with receipts as shown in the books and found the book statements 
of receipts correct. I have checked the bank balance on November 30, 
1948, with the books and found them in agreement* I have inspected the 
stock certificates and bonds kept in a safety deposit box in the Champaign 
National Bank, Champaign, Illinois, and found them as stated in the 
treasurer’s annual report. 

I have checked the treasurer’s annual report, as prepared by the secre- 
tary-treasurer, with the books and found them in agreement. 

Bespectfully submitted, 

R. H, Wilcox, Atiditor 
December 10, 1948 

Report of the Secretary’-Treamrer for Fiscal Year Ended 
Nofoemher SO, 19iS 

Membership. Membership and subscriptions totaled ^,007 at the end of 
the fiscal year, distributed as follows: 



im 

m7 

im 

Increase 

Individual members 

065 

1,124 

1,269 

145 

Junior members . , . 

. . 79 

106 

173 

67 

U. S. libraries and firms 

244 

327 

324 

-3‘ 

Foreign libraries and firms 

. . 160 

205 

2S0 

25 

Exch^ges 

11 

11 

11 

0 

Total 

1,459 

1,773 

2,007 

234 


» Includes cancellation of one large multiple subscription. 


New members or subscriptions were as follows: 


Individual members 179 

Junior members , 126 

U. S. libraries and firms 38 

Foreign libraries and firms . ... 83 

Total 436 


Finances. In spite of much higher printing costs caused by higher rates 
and the supplement to the November 1947 issue, the Association had a 
small net operating income and after allowing for investment income, cash 
income exceeded expenses by $2,062.54. The rate of return on the Associa- 
tion’s securities (cost basis) was 3.67 percent. 

Contributions to the Special Award Fund tolled $13,426. Umted States 
Treasury Certificates (li percent) were purchased m the amount of $15,000 
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Operating Income and Expense 
Year Ended November SOy 194S 

mi 


Operating income 
Net receipts from dues 
Back numbers sold 
Bepnnts sold 
Advertising sold 

Journal printing 

Four issues and November supplement 
Five reprints 

Operating Expenses 
American Institute of Cooperation 
Annual meeting 
Bade numbers purchased 
Best Article Award, 1947 
Editorial expenses 
Executive committee meeting 
Library custodian expenses 
Office supplies 
Postage and wires . 

President’s expenses 
Secretary’s expenses 

Total expenses - 

Receipts above expenses 

Dividends and interest 

Sales of stocks and rights received on divi- 
dends 

Total receipts above expenses . 


$10,030 90 
1,124 11 
1 174 15 

’ 90 00 $12,419 16 $9,362 36 


$ 9,409 78 

907 35 610,317 13 $6,151 58 


26 00 
381.15 
219 00 
100 00 
77 31 
528 78 
52.29 

lie 12 
186 10 
142.27 

96.15 1,924.17 1,624 08 


$12,241 30 $7,755 66 

177 86 1,586 70 

1,806 25 1,073 66 

79 43 142 29 

$ 2,062.54 $2,802 55 


Assets 

Cash 

Stocks, market value 
U S bonds and certihcate 

Total 


Financial Statement 
December 1, 1948 


$ 6,035 16 
17,849 75 
43,895.10 

67,779 91 


Liabilities 

Reserve for Special Grants Fund . $13,425 00 

Net worth. . . . $54,854 01 


Adjustments in Net Worth 


Net worth, December 1, 1947 
Net income, 1948 . . 
Increase m value, U S bonds 


$53,603 31 
2,062 54 

45.00 $56,710 85 


Deduct 

Amortization on bonds to par value 

Stocks and rights sold 

Declme in value of stocks held , 

Net worth, December 1, 1948 , 


199 46 
70 23 

1,086 25 1,355 94 


$54,354 91 

Respectfully submitted, 

L, J. NoBTOir, Secretary-Treasurer 



NEWS NOTES 

The Seventh International Conference of Agriculttiral Economists will 
be held at Stresa, Italy, August SI to SB, 1949. Stresa is on Lake Maggiore 
in Piedmonte, with hills rising steeply from the shores of the lake and the 
Alps beyond. Few places in the world can combine such facilities for hold- 
ing a conference with a wealth of natural beauty. If possible, it is planned 
to organize two tours in connection with the Conference, one before and 
one after, each lasting approidmately one week. The tour following the 
Conference is to be in Italy, with three days in the agricultural regions of 
the Po Valley, and the rest of the time in the region of Florence and Home. 
The one before the Conference is designed to meet the needs of people who 
wih arrive at English Channel ports, and it is planned to spend a week 
visiting farms and sight-seeing in Belgium, France, and Switzerland. 

Anyone interested in attending the Conference should notify J. R. Cur- 
rie, il^search Department, Dartmgton Hall, Totnes, Devon, England, 
sending copy of his letter to E. C. Young, Purdue University, Lafayette, 
Indiana. 

The American Institute of Cooperation will hold its annual Summer In- 
stitute on the Campus of the University of Wisconsin August 2^35. 

A Farm Construction Section has been formed in the Division of Agri- 
cultural Finance of the Bureau of Agricultural Economics, with Roy J. 
Burroughs in charge. Research and service activities in reference to housing 
and farm service buildings will cover finance, supply, prospective volume of 
construction, and formation of capital. Dr. Burroughs is also teachmg two 
courses during the second semester* — one in economic principles at the 
Department of Agriculture Graduate School and one in housing finance at 
American University. 

A land classification study is being made of Haywood Coimty, North 
Carolina, Jefferson County, Tennessee, and Graves County, Kentucky, 
Cooperating agencies are Bureau of Agricultural Economics, Tennessee 
Valley Authority, Soil Conservation Service, and the agricultural experi- 
ment stations of the three states. S. W. Atkins, BAE, is coordinating the 
study. 

The Iowa State College has announced a Land Economics Institute 
from June 13 through July ^0, 1949. The Institute is dedicated to a 
better understanding of our major land problems and what can be done 
about them. All courses in the Institute carry graduate credit and are de- 
signed to fit the needs of (1) educational and research workers, (2) ad- 
ministrators of land programs, (3) students working towards advanced 
degrees, and (4) all people desiring a better understanding of our basic 
land problems and analyses of alternative solutions. 

In addition to a wide selection of courses in land economics and related 
fields a special seminar in Land Problems and Policies will be offered. This 
seminar will include lectures and discussions conducted by outstanding 
students of land problems from different sections of the nation. 

A folder describmg the Institute in more detail may be obtained upon 
request to the Economics and Sociology Department, Iowa State College, 
Ames, Iowa. 

The Hyderabad Government has invited Mr. A. W. Ashby, C.B.E., 
M.A., who is the Director of the Agricultural Economics Research 
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Institute, University of Oxford, to assist in a review of provisions for re- 
search. and teaching in agricultural economics, 

G.H. AuH, Head of the Department of Agricultural Economics and Rural 
Sociology at Clemson College, was recently elected President of the South- 
ern Economic Association. 

WiUiam B. Back has returned to the Farm Economics staff of the 
University of Kentucky after spending 15 months at the Umversity of 
Chicago and Iowa State College where he was engaged in further graduate 
work toward the Ph.D. degree. 

Charles K. Baker is on leave from the Extension Service, Agricultural 
and Mechanical College of Texas, to work with the cooperative Research 
and Service Division, Eaim Credit Administration on a study of citrus 
marketing costs under the Research and Marketing Act. 

E. Lloyd Barber, who for the last year has been doing research in farm 
mortgage distress for the National Bureau of Economic Research, has re- 
turned to the Bureau of Agricultural Economics and is m the Short-term 
Credit Section of the Division of Agricultural Finance. 

Earl H, Bell has accepted a position as professor of sociology in the Max- 
well School of Citizenship, Syracuse Umversity. Dr. Bell was for 8 years 
a social scientist on the staff of the Bureau of Agricultural Economics. He 
recently returned from a year in Warsaw, Poland, where he headed the 
work of the United Nations International Emergency Children’s Fund in 
the distribution of milk and food supplies. 

Charles E. Bishop, assistant in farm management at the College of 
Agriculture, Umversity of Kentucky, is on a year’s leave of absence to 
engage m graduate studies leading to the Ph.D, degree at the University 
of Chicago. 

James O, Bray of the Department of Agricultural Economics, Purdue 
University, has been awarded a Sears Roebuck Fellowship m Agricultural 
Economics at the University of Chicago, where he will undertake graduate 
studies toward his doctorate. 

Robert J. Byrne, who was associated with the Traffic Department of 
Cities Service Oil Company, Chicago, HI., has jomed the staff of the Trans- 
portation Section of the Cooperative Research and Service Division, Farm 
Credit Administration. 

W. Edwin Christian, Jr., who has been pursxung graduate study at the 
University of Chicago for the past year and a half, has been appointed 
Associate Professor of Marketing, in the Department of Agricultural Eco- 
nomics, at Mississippi State CoUege, and will begin his teaching and re- 
search work January 1, 1949. 

Wilham E Christian, who has been doing graduate work at the Univer- 
sity of Chicago, joined the staff of Agricultural Economics and Rural So- 
ciology at Mississippi State College, January 1. He has the rank of asso- 
ciate professor and will devote his time to teaching and research in the field 
of marketing. 

Frederick A, Coffey was recently appointed to the staff of the Bureau of 
Agricultural Economics and was assigned to the Prices Paid Section of 
Agricultural Estimates. Dr Coffey, who recently completed a tour of duty 
in South America, transferred to the Bureau from the Institute of Inter- 
American Affairs. 

Martin R. Cooper of the Bureau of Agricultural Economics was a mem- 
ber of a Farm Machinery Mission of the Economic Cooperation Adminis- 
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tration which was sent to Europe, Asia, and Africa to study the needs of 
the several Marshall Plan nations for farm naachinery M, A. Sharp, Uni- 
versity of Tennessee, headed the Mission and other members were Tom C. 
AUmgton, farmer of Suno, Nebraska; Basil W. Berg, Department of Com- 
merce, Willard Monson, Industry Division of EGA; R B. Gray, Bureau 
of Plant Industry, Soils, and Agricultural Engineering, and Montell E. 
Ogden, Office of Foreign Agricultural Relations. The group left in October 
and returned to this country the middle of December. 

Ivan L. Corbndge, who has been doing graduate work at the Univer- 
sity of Chicago, IS joining the faculty of the Department ofAgricultural 
Economics at the State College of Washington, Pullman, Washington be- 
ginning January 1, 1949 

Bascom K Doyle joined the staff of the Department of Agricultural 
Economics and Rural Sociology at Mississippi State College on September 
1 as assistant professor His work wiU be in marketmg. He was formerly 
in the Department of Agricultural Economies at Louisiana State Univer- 
sity. 

Miss Margaret I. Dimbabin has joined the staff of the Agricultural 
Prices Support Board m Ottawa and will be associated with the staff of 
the Agricultural Economics Division, Department of Agriculture in re- 
search woik for the Board Miss Dunbabin was recently employed in eco- 
nomic research by the Farmer’s Union in London, England. 

William A Faught joined the staff of the Department of Agricultural 
Economics and Rural Sociology at Mississippi State College, September 
1, as regional project leader for the Cotton Marketing Project. He was 
formerly with the Fedeial Reserve Bank of Dallas. 

Paul J. Findlen, who since May 194'^ has been frmt and vegetable mar- 
keting economist m the Division of Agricultural Economics, Federal Ex- 
tension Service, has accepted appomtment as program review officer to the 
Economic Cooperation Administration mission to Ireland Dr Findlen left 
Washington for Dubhn on November 23. 

R. K. Froker was appointed Dean of the Wisconsin College of Agricul- 
ture and Director of the Agricultural Experiment Station and of Agricul- 
tural Extension on October 16, 1948 to succeed Dean Ira Baldwin who 
was promoted to the Vice-Presidency of the University. 

James P. Gaines, formerly at Lomsiana State University, joined the 
staff of the Department of Agricultural Economics and Rural Sociology at 
Mississippi State College, January 1 as assistant professor He will do full- 
time research in farm mechanization. 

D. J. Gilhs, Director of Agriculture for Newfoundland was in Ottawa 
recently to confer with agricultural officials, including those of the Agricul- 
tural Economics Division, with reference to the extension of services to 
Newfoimdland when that colony becomes the tenth province of Canada in 
1949. 

Gertrude Gronbech has returned to the Bureau of Agricultural Eco- 
nomics and is on the staff of the Division of Statistical and Historical Re- 
search. She spent the last year with the Danish Agricultural Coimcil in 
Copenhagen. 

Herschel N. Hadley has transferred from the Office of the State Statis- 
tician in Seattle to the Washington Office of the Bureau of Agricultural 
Economics. He is working with prices paid by farmers for services. 

I. Keith Harrison has returned to the Bureau of Agricultural Economics 
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after two years of work in the Bureau of the Census on the 1945 Census 
of Agriculture. He is assigned to the Section of Farm Costs and Returns of 
the Division of Farm Management and Costs. 

Carl P. Heisig, Head of the Division of Farm Management and Costs, 
Bureau of Agricultural Economics, visited the prmcipal agricultural areas 
of Brazil, in his capacity as adviser on agriculture to the United Section of 
the Jomt Brazil-United States Technical Commission which convened in 
Rio de Janeiro early in September. Mr. Heisig returned to the Bureau early 
in December. 

Walter A. Hendricks returned to the Bureau of Agricultural Economics 
from Germany late in October. While there he completed the analysis of 
yield data on rye, wheat, and potatoes collected by objective measurements 
during the summer. He also made an objective check of the land utilization 
census. 

Clifford G, Hildreth of Iowa State College is joining the faculty of the 
University of Chicago as of January 1, 1949, where he will carry forward 
researches in agricultural economics and in the Cowles Commission 
jointly. 

Jimmye S Hillman, who has been teaching in the Department of Agri- 
cultural Economics and Rural Sociology at Mississippi State College, is on 
leave this year for graduate study at the Umversity of Cahforma. 

Asher Hobson of the University of Wisconsin who has been on leave of 
absence for a year during which time he travelled through Many of the 
Eurojiean countries wiU return to the Department February 1, 1949, 

George E. Hodsdon, after a brief stay in the Poultry Section, Cooper- 
ative Research and Service Division, Farm Credit Administration^ was 
recalled by the Air Force to serve as major with the 1st Airlift Task Force 
in Germany. 

Donald C. Horton of the Division of Agricultural Finance, Bureau of 
Agricultural Economics, is teaching a course m the Economics of Agricul- 
ture at American University during the second semester. 

W. E. A. Husmann, professor of agricultural economics at Clemsou 
College, was recently qualified as an ‘‘accredited” farm manager and ap- 
praiser by the American Society of Farm Managers and Rural Appraisers. 

Roy B. Johnson has accepted a position as assistant statistician m the 
o£6lce of the State Statistician at Gulfport, Mississippi. Mr Johnson was 
formerly research associate in agricultural economics at the Lomsiana 
State Umversity. 

Lawrence A. Jones, who for the last year has been doing research in farm 
mortgage distress for the National Bureau of Economic Research, has 
returned to the Short-term Credit Section of the Division of Agricultural 
Finance, Bureau of Agricultural Economics. 

Harold F. Kaufman joined the staff of the Department of Agricultural 
Economics and Rural Sociology at Mississippi State CoUege, July 1, as 
professor of rural sociology and coordinator of the rural sociology work in 
the college. He will do teaching, extension and research in rural sociology 

Edward E. Kern and Warner L. Bruner, formerly graduate assistants, 
have accepted appointments as research associates in the Department of 
Agricultural Economics at the University of Louisiana. 

Ben T. Lanham, Jr., is accepting a position in the Department of Agri- 
cultural Economics at Alabama Polytechnic Institute as economist. He is 
returning to the department after a year spent in operatmg the home 
plantation in South Carolina. 
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Alvin T. M. Lee, formerly with the Bureau of Agricultural Economics, 
has transferred to the Agricultural Division of the Bureau of the Census. 
He IS working primarily on economic classification of farms in the 1950 
Census. 

J. N. Lewis, agricultural economist, Canadian Department of Agricul- 
ture, who for the past five years was associated with the work of the Com- 
bined Food Board and the International Emergency Food Council in 
Washington, has returned to his position in Ottawa. 

D A. B Marshall, agricultural economist of the Economics Division, 
Department of Agriculture, and Editor of the Division’s publication "Agri- 
culture Abroad” has resigned to accept a position as agricultural trade 
commissioner in the Department of Trade and Commerce. 

E H. Matzen, formerly associate professor m agricultural economics at 
the University of Missouri, has joined the staff of the Cooperative Re- 
search and Service Division, Farm Credit Administration, to work in the 
field of cooperative dairy marketing. 

D. G. Miley, head of the Department of Agricultural Economics and 
Rural Sociology, Mississippi State College, was transferred to Superin- 
tendent of the Delta Branch Experiment Station, Stoneville, Mississippi, 
September 1, 1948. 

Kenneth A Monson has been appointed fieldman m farm management 
at the South Dakota State College of Agriculture. 

Howard W. Ottoson was appointed to an instructorship in farm man- 
agement at the Iowa State College beginning January 1949. 

H. L Patterson, formerly in charge of the Dominion Economics Division 
office at the University of Manitoba, has resigned to become Director of 
Cost Studies for the Department of Agriculture of Ontario with head- 
quarters at Toronto. 

Harald A Pedersen, formerly in graduate study in the University of 
Wisconsin, joined the staff of the Department of Agricultural Economics 
and Rural Sociology at Mississippi State College, September 1, as assistant 
professor of rural sociology. He will divide his time between teaching 
and research m this field. 

Raymond J. Penn was appointed chairman of the Department of Agri- 
cultural Economics at Wisconsin to succeed Dean Froker who held the 
chahmanship during the past year. 

A. Lionel Perry is returning to the University of Maine as assistant 
agricultural economist in marketing, February 1, 1949, He has been pur- 
suing work for a doctor’s degree at the University of Missouri. 

Byron S. Peterson transferred from the Office of the State Statistician 
in St Paul to the Washington office of the Bureau of Agricultural Eco- 
nomics. He IS currently working with prices received by farmers. 

Stanley J. Provost has joined the staff of the Division of Farm Manage- 
ment and Costs of the Bureau of Agricultural Economics and has been 
assigned to the Costs and Returns Section 

E. P. Reid and G. P. Boucher, agricultural economists of the Economics 
Division, Canadian Department of Agriculture, who have been engaged 
in graduate studies at the Universities of Wisconsin and Minnesota re- 
spectively, have returned to Ottawa to resume their work with the Eco- 
nomics Division there. 

Arthur Roth, Jr., has been appointed to the Western Agriculture Section, 
Division of Farm Management and Costs, Bureau of Agricultural Econom- 
ics. He is stationed at Bozeman, Montana, where he is working on adjust- 
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ments, costs and returns of cattle and steep ranches in cooperation with 
the Montana State College of Agriculture. 

Charles F. Sai*le of the Bureau of Agricultural Economics is due to re- 
turn from Japan about the middle of January. His assignment with the 
Army in Japan involved the expanded use of objective samples for estimat- 
ing crop production. 

Douglas E. Schepmoes has joined the Land Economics staff of the 
Bureau of Agricultural Economics and is stationed in Washington, D. C. 

J. M. Stepp, professor of agricultural economics at Clemson College, has 
completed a survey of postwar industrial development in four states for the 
National Planning Association. 

Arthur W. Van Dyke has been appointed assistant professor of agricul- 
tural economics at the TJniversity of Connecticut in the field of extension 
marketing of fruits and vegetables Previous to this appointment, he was 
at Cornell TJniversity where he worked with farm labor associations on 
problems of business management 

Don Swartz has joined the staff of the Dairy Section, Cooperative Re- 
search and Service Division, Farm Credit Administration. Before joimng 
the Division, he worked as an economist with the Michigan Milk Producers 
Association, Detroit, Michigan. 

Otis T. Weaver returned to the Cooperative Research and Service Divi- 
sion, Farm Credit Administration m October following several years with 
the Tennessee Valley Authority and a more recent assignment with the 
Mihtary Government m Korea as executive secretary. National Economic 
Board. 

0. V. Wells, Chief of the Bureau of Agricultural Economics, has ac- 
cepted a summer session appointment on the staff of the Department of 
Agricultural Economics, University of Wisconsin, beginning June 27, 
1949 Professor Wells will give two courses — one on "Agricultural Policy” 
and the other m the general field of research in agricultural economics, 
E. C. Young, Dean of the Graduate School at Purdue University, re- 
turned to Purdue University February 1 to assume his duties as Dean of 
the Graduate School, after a year’s leave of absence to direct a study of 
milk marketing for the New York State Commission of Agriculture. Dean 
Young IS commuting, part time, to New York City to complete the study. 

The Bureau of Agricultural Economics lost one of its outstanding State 
statisticians November 18, when Andrew J. Surratt, head of the Federal- 
State Crop Reporting office at Springfield, Ulmois, died in an automobile 
accident near St James, Missouri. Mrs. Surratt, who was in the car 
driven by her husband when it overturned, suffered slight injuries The 
two were en route to Oklahoma to spend Thanksgivmg with their daughter. 

Mr. Surratt, just past 67, was the dean of active State statisticians. He 
had been with the Department of Agriculture since 1913 and would have 
retired within 3 years. He first served as agricultural statistician in the 
Dakotas with headquarters at Aberdeen, S, D., transferring to Illinois in 
1922. He was chairman of the Illinois Corn Hog Board of Review, AAA, 
USDA (’33-’35) and a member of the Federal-State Drought Relief Com- 
mission for nimois in *34 and ’36. He was an elder in the Presbyterian 
church, a Mason, and a member of the American Farm Economics Associa- 
tion, the American Soybean Association, and of the Mid-Day Luncheon 
Club, Springfield, Illinois. 
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AGRICULTURE IN A STABILIZED ECONOMY* 

Edwin G. Nourse 
Council of Economic Advisers 

N ear the dose of 1945 Professor T. W. Scbultz presented a 
study, “Agriculture in an Unstable Economy” under the 
auspices of the Committee for Economic Development. This 
study was designed to bring the methods of economic analysis to 
the shaping of public and private agricultural policy. 

Schultz’s concern was primarily with the low incomes received 
by farm families periodically — or even perennially except for the 
temporarily enhanced demands of wartime The fickleness of the 
weather, the recurrence of military conflict, and the fluctuations 
of business (basically heavy industry) were cited as the three 
sources of instability against which agriculture must contend. 
Although Schultz clearly set forth the “stabilization of the in- 
dustrial-urban economy at high production and employment” as 
the “first line of defense” for satisfactory farm income, his book 
was primarily concerned with the second line of defense, or such 
changes in institutions and practices as would operate to offset the 
forces of rural instability. On the basis of his diagnosis, he pre- 
scribed compensatory payments as a specific remedy though for- 
ward pricing to farmers provide a broad base for his total therapy. 

It is no part of my present task to analyze the modus operandi or 
the practical efficacy of this remedy in a world which continued to 
suffer in future the vicissitudes of weather, of war, and of industrial 
curtailment such as we have experienced in the past. The certainty 
of weather changes and the uncertainty of avoiding war give sound 
reasons for us to direct searching attention to both governmental 
and private means (such as better farm management and coopera- 

* A paper given at the Annual Meeting of the American Farm Economic Asso- 
ciation, Green Lake, Wisconsin, September 16, 1948. 
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tive organization) for offsetting the market disturbances that 
result from surplus and scarcity. 

But the third factor of instability is not similarly to be taken for 
granted or dealt with merely through some scheme of affecting 
manipulations of market supplies or of private incomes. The 
country has now undertaken to do something positive about busi- 
ness depression. Only a few months after the appearance of Profes- 
sor Schultz’s book, the Employment Act of 1946 undertook to 
create within our frame of government such agencies both executive 
and legislative as would promote a more stable total economy. 

The Employment Act of 1946 launches a frontal attack on the 
problem of stabilizing American industry at a high level of em- 
ployment and production, that is, promoting sustained use of our 
resources, natural, human, and financial Any reasonable degree 
of success toward reaching that goal would make a substantial 
contribution toward the stabilization of agriculture by providing 
a sustained market for farm products. The national legislation 
under which I have the honor to hold office proposes to deal with 
this aspect of unsatisfactory rural purchasing power by tbe funda- 
mental methods of restoring economic health rather than merely 
easing the pain of economic illness. 

This undertaking, however, is not a one-way street. The indus- 
trial sector of the economy can suffer unstabilizing jolts from a 
badly managed or incorrectly directed agriculture quite as truly as 
agriculture can be rocked by industrial disturbances Thus, there 
must be a simultaneous, coordinated adjustment of agriculture and 
industry, including their commercial, financial, and communication 
ancillaries, if we are to achieve a practicably stabilized economy. 
In my title “Agriculture in a Stabilized Economy,” I have at- 
tempted to suggest the importance for agricultural thinking that 
this development of a national program of economic stabilization 
carries. But if my title were to describe properly the points I wish 
to discuss with my fellow agricultural economists, it should be 
expanded to read: “Agriculture’s Contribution to a Stabilized 
Economy” or “Agriculture’s Responsibility in tbe Stabilization of 
the Economy.” As agricultural economists, we must do more than 
explore the question: Can agriculture’s problem of low and un- 
stable income be solved, at least in substantial part, through prac- 
ticable measures for the stabilization of high industrial employment 
or through monetary and fiscal measures^ We are challenged with 
the corollary question: “How can agriculture be so organized and 
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farmers so conduct their business ajffaurs that agriculture as a basic 
industry shall itself make the maximum positive contribution to 
the stabilization of the economy as a whole?” 

The Council and its staff are exploring our task of bringing 
professional economics to bear on the continuous analysis of causes 
of instability and the recommendation of public policies that would 
lead toward high-level stability. This focuses our attention on the 
nature of the price system (including factor shares) through which, 
with major reliance on the devices of an open market, a free people 
can continuously keep themselves at work efficiently as well as 
diligently up to that point where the various workers prefer leisure 
to more goods. This brings us face to face with the question whether 
we, as economists and businessmen, workers, bankers, and farmers 
m fact understand the nature of the relationships between prices, 
wages, costs, and profits well enough so that we can make our 
myriad operative decisions in such a way that they will add up to 
sustained prosperity or high-level use of resources. 

It is very easy for us to talk about “maladjustments” in the 
system or about “factors of instability,” about the “disparity” 
between movements of economic factors that we conceive to be 
causally related, or about “the development of imbalance in the 
economic structure.” But when we come right down to it, how much 
do any of us know as to what constitutes balance, what are the 
kinds of relationship that are essential to dynamic stability? We 
are impressed in our Council work with the fact that both economic 
theory and business practices will require a great deal of re-thinkmg 
if we are to make even measurable progress toward the attainment 
of the purposes set forth in the Employment Act.^ 

1 1 am disposed to reiterate in tliis connection the view I expressed in January 
1943 - 

“Economists of my generation were brought up in the tradition of the ‘price- 
organized society* or ‘exchange cooperation,* in a preponderantly latssez-fatre 
setting. We have lived — trust not beyond our time — ^to experience the realities of a 
society whose economic life is by no means ordered by mere behavioristic responses 
to free-runmng market influences Perhaps our economic system today cannot be 
regarded as predominantly characterized by determinations even nommally based 
on free market prices Not only may the government, through many of its agencies, 
set or significantly modify a rate or pnee, large industnal or mercantile corpora- 
tions, banker afiShations, cooperative associations, labor unions may also inject 
similar fixations of exchange ratios into the stream of economic life, leavmg the 
affected parties to adjust their operations to the resultant situations as best they 
may. Or these administrative agencies — ^public or pnvate — ^may decide autocratic- 
ally to turn whole blocks of given resources into the stream of production or trade 
at specific places places or to withhold them In this event, the price system must 
absorb the impact of these centralized determinations of volume as best it can 

“No longer la the economics of individuabsm adequate to the problems of large 
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This IS hardly the place or time for an extended and detailed 
discussion of those objectives. Some steps in this direction have been 
taken in the Annual Reports of the Council of Economic Advisers 
and in the Economic Reports of the President My main point is 
that we still need to do a lot of re-thinking of our economics if we 
are to set up appropriate and attainable goals for the American 
economy. The goal of “maximum employment, production, and 
purchasing power” calls for more than stability as such It calls for 
the full and sustained use of our economic resources It calls for a 
continuous and increasing flow of goods and services to all our 
people. It calls for economic progress, not economic stagnation. 
It calls for prices and incomes that are so adjusted that they will 
help guide our economy toward a steadily rising standard of living 

In all fairness, I think it can be said that this process of re-think- 
ing began earlier and has been systematized and carried farther in 
agriculture than in either of the other major sectors of the economy, 
namely organized labor and w’hat we are pleased to call business, 
industry, or management. I believe also that agricultural econo- 
mists are coming to realize more and more the futility of agricul- 
tural goals, policies, and programs that are developed in isolation 
and that are not properly coordinated with the goals, policies, and 
programs for labor and industry. 

Agriculture was the most inherently individualistic major oc- 
cupation and thus could (even though it used the cooperative 
association) do relatively little to grapple with its problems through 
the methods of organization turned to by the business corporation 
and the labor union. Thus, it jumped over the stage of piecemeal 
private solutions and came directly to broad issues of economic 
principle and public policy in relation to the industry as a whole. 

and rigid business groups and government participation in business I think it is not 
fantastic to suggest that the economic phenomena of corporate, union, and govern- 
ment price administration and large-scale decision of action or of obstruction (in- 
cluding financial controls) move us from the phenomena of the endlessly tossing but 
perpetually leveling ocean (to use Edgewortn s phrase, ripples and ‘viscous waves* 
upon the surface of ‘a sluggish sea’*) to the phenomena of tie towering icepack and 
the abysmal crevasse 

“Confronted by the problems of such a business world, we economists have 
ranged ourselves m two schools of thought One school would apply dynamite to the 
ice jam or even hope to melt the separate blocks back to their pristine fluidity. The 
other would accept co'^stallization as an accomphshed fact decreed by Nature, they 
would seek by skillful engineering and with architectural vision to shape and build 
those blocks — of varying sizes — into a stable and serviceable structure of business.” 

“Collective Bargaimng and the Common Interest,” American Economic Renew, 
March 1943 (Presidential address, 55th annual meeting of the Amencan Economic 
Association, Washington, D. C , Jan. 6, 1943) 



Agriculture in a Stabilized Economy 


205 


The agricultural depression of the 20’s led farmers to demand that 
institutional provisions be made to give them economic protection 
because individual means and private organizations were inade- 
quate. They argued that the economic demoralization of agri- 
culture undermined the prosperity of the whole economy. 

When general depression overtook the country in the 30’s, public 
policy accepted the idea of national support devices for agriculture 
as a safety measure for the whole economy. The fact of the inter- 
dependence of agriculture, labor, and business as the three great 
sectors of the economy was soundly conceived in the demand for 
“parity” — although the concept of parity as economic equilibrium 
was only crudely reflected in the parity formula then devised. Even 
later attempts at reformulation have sought further to corrupt it 
about as often as they have really been designed to refine or perfect 
it. We have during the past three decades seen a considerable 
growth of outspoken and at times rampant agrarianism in this 
country. But at the same time, there has been a deeper and, let us 
hope, stronger undertow of thoughtful analysis toward realization 
of the fundamental integration of problems of agricultural pros- 
perity with those of total prosperity. 

Professor Black put the matter with admirable clarity and force 
on the eve of World War II in his incisive book Famy^ Parity, 
Parity, Taking off from the parity concept formulated in the 
agrarian struggle of the 20’s and 30’s, he said: 

Parity for Agriculture alone is impossible. Parity is a balance con- 
cept . . If Agriculture gets more than its share and tips the scales down- 
ward in its favor, then the rest of society must get less than before, . , . 
Three parities must be considered — ^Parity for Agriculture, Parity for 
Labor, and Parity for Capital. 

The term Parity was brought into the discussion by Agriculture. But 
Labor has thought parity ever since there have been free men In this 
country it has thought it with increasing intensity since the turn of the 
century In concrete terms, the issue for Labor has been higher wages, 
shorter hours, and better working conditions. In more general terms. 
Labor has been fighting for a larger share of the HEAL income of society . . . 

Capital also has had its years of discomfiture. They have been periodic, 
with every business recession. The recessions in 1893, 1907, 1914, and 1921 
developed into major depressions But the spokesmen for Capital have 
never made the mistake of asking for a larger share of the national income. 
. . . Capital had other ways of looking after its income share, but they 
did not keep depressions from recurring- The scales still tip steeply against 
Capital in every recession. 

Three Panties though there be, it has remained for Agriculture to make 
us conscious of it. Labor and Capital fought out their differences in their 



206 


Edwin G. Noxjbse 


own way, leaving Agriculture pretty much a bystander. Now Agriculture 
has barged into the fight, sparring first with one and then with the other. 
And the public looks on somewhat in amazement, and somewhat in be- 
wilderment.* 

There have, of course, form time to time been proposals of alli- 
ance such as the Farmer-Labor movement. That proposal foundered 
on Labor's sensitivity to high food costs and on the farmer's resent- 
ment at effort to umomze farm labor or even at the infiltration of 
union ideology into the hired man’s thinking or because of the 
competitive pressure of factory wages on farm labor costs. There 
have also been efforts to emphasize the capitalist alignment of the 
modern farmer, and schism has arisen between capitalist farming 
and subsistence farming or agriculture as a “way of life,” not a 
business. But with the declaration of national policy made in the 
Employment Act of 1946, the way has been opened for approaching 
the reconcilement of the interests. It now devolves upon us to learn 
how to compute the common denominator of maximum national 
production which will give each of the three factors — ^labor, capital- 
ist industry, and the farmer — ^maximum real purchasing power. 

Business, in its approach to this problem, is disposed to claim 
that it is the role of management to reconcile the rival claims of 
labor, capital, and the consumer Businessmen have expounded a 
rationale which stresses the importance of company earnings large 
enough to replace capital equipment as it wears out, to modernize 
plant in step with advancing technology, and to expand it in antic- 
ipation both of population growth and of vigorously rising stand- 
ards of living. Top business organizations express concern for the 
welfare of agriculture but are critical of agricultural supports which 
tend to deprive the consumer and industrial users of the benefit 
of large crops while they permit the farmer to reap the full benefit of 
any period of relatively short supply. This is particularly true when 
market demand is stimulated by foreign aid or other governmental 
or tax-fed purchases. Business lays great stress on the self-defeating 
character of wage advances driven through at times when there is 
no increase in labor productivity — ^which assumes that wages at 
whatever time is taken as base were correctly adjusted or in eco- 
nomic balance. Whatever the merits of mangements’ claim that it 
sees the economic picture in its entirety, we can hardly be content 
with unilateral determination of controverted issues. Only if each 
of the three interest groups is satisfied that it is being recompensed 

* Black, John D , Parity , Parity, Parity, pp. 1, 2. 
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in proportion to its productive contribution will it put forth the 
effort needed to achieve the maximum total. 

Labor’s attitude toward economic adjustment is not, like capi- 
tal’s, defensive of a favorable position already enjoyed. It is a 
strategy of aggressive action to better a position regarded as 
unsatisfactory. Professor Black says ‘‘Labor has thought parity ever 
since there have been free men.” That takes in a lot of territory. 
I gravely doubt that the record would bear out this characterization 
of labor policy over the important organization period of the last 
sixty years. Mr. Gompers’ formula was essentially. “Build up all the 
group strength we can, and then get ours now,^’ The only way I can 
recognize craft union policy as one of seeking parity of return would 
be on the ground that labor took it as an axiom that the worker’s 
return was always and everywhere too low for a true economic 
balance. The craft union school of labor strategy did not direct 
itself toward making an objective econometric demonstration of 
the respective amounts of this disparity for the several labor groups. 
Nor, in my observation, would John L. Lewis or James Cesare 
Petrillo have any understanding of or patience with such an ap- 
proach. 

Present union policy-making*as a whole, however, has turned to 
the tools of economic analysis and statistical measurement to relate 
wage bargaining to such a concept of economically rationalized 
returns. Frequently they have drawn up economic briefs in support 
of their claims which certainly justify Black’s assertion, if changed 
to the present tense. Much of organized labor today is thinking 
economic parity. A very capable consultative committee of CIO 
executives and economists which sits around our Council table 
periodically has ably explored this approach. It has memorialized 
us and the President with documents urging the calling of tri- 
partite conferences in which the interrelated adjustments of labor, 
management, and agriculture should be systematically analyzed, 
to the end that a body of economic adjustment principles might in 
due time be evolved. 

The labor spokesmen have started from certain conclusions as 
to the disparity between industrial returns (called “the greatest 
profits in history”) and labor wages. These conclusions may not be 
universally agreed to even though the unions offer supporting 
data and analysis. But the point is that they urged that “the 
President through his Council of Economic Advisers should 
convene all groups immediately to establish an agreed upon 
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program wliich. all management, labor, and agriculture will pur- 
sue.”® The immediate issue was stated as the halting of cur- 
rent inflation A second objective was to agree in advance on the 
principles which should be followed and the devices which should 
be employed to prevent recession (if and when it comes) from 
progressing into a vicious downward spiral of mutually destruc- 
tive liquidation or bringing the economy to a dead center of 
chronic stagnation far below the productive level of available 
resources. Third, and most important of all, they put the question 
“What do we do to build and maintain on a long-term basis a 
permanent full-employment and full-production economy?” 

The Council has by no means brushed off this thoughtfully 
advanced proposal. Rather have we asked. How many labor repre- 
sentatives can you send who will be prepared objectively to consider 
and technically to understand the complex issues involved in the 
functioning of a total economy on a stabilized basis of high produc- 
tion? Will these representatives be willing to stay in session as long 
as needed to arrive at truly workable solutions, and will they be 
prepared to make such concessions on behalf of labor as are neces- 
sary to get an imtial formulation and a progressive method for 
testing those principles in operation and to make subsequent ad- 
justments as need for them develops? W’lll these representatives be 
given necessary powers of action by their constituents, and can they 
give the other parties reasonable assurances of compliance with the 
arrangements arrived at? 

Our labor friends recognize the seriousness of these obstacles. So 
do representatives of agriculture and of business with whom also we 
have discussed the possibility of such a tripartite economic principle 
and policy conference In all modesty the Council has had to say on 
behalf of the economics profession. “We are not yet properly 
equipped to give the technical guidance which such a conference 
would need. No one yet has a profound enough knowledge of the 
infinitely complex system of economic forces and human (largely 

3 Statement on the General Price Situation by Emil Rieve, Administrative Chair- 
man, CIO Full Employment Committee, Aug. 12, 1947, and similar suggestions in 
Statement of the CIO Full Employment Committee to the Council of Economic Admsera, 
June 7, 1948. 

Only last Tveek a like proposal was advanced by Wilham Green, president of 
the A.F.L. In his Labor Day address, at Akron, Ohio, he said “The American Fed- 
eration of Labor calls upon our Government to request business and agnculture to 
join with organized labor m conferences to protect the economic security of our 
country. . . The free enterprise system has proved in the past to be far superior 
to any other. But free enterprise does not mean anarchy, nor a policy of the devil 
take the hindmost It must operate for the benefit of all the people, not only a for 
vored few at the top.” 
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institutionalized group) behavior which determines the functioning 
of our modern industrial economy to have sure answers.’^ 

But quite possibly the best way to move ourselves toward such 
understanding is to combine the experimental method with our 
other tools of study such as theoretical and statistical analysis. If, 
after carefully considered formulation of the issues and marshalling 
of our respective economic analyses, we of agriculture, of industry 
and of labor were all to meet in a working assembly charged with 
the task of synthesizing a comprehensive program of practical 
adjustment, we might all learn more in the process than from any 
other available procedure. The real question is whether in the last 
analysis we have the will to succeed, whether each of the several 
interests is willing to submit to the self-discipline necessary to 
hammer out an answer by the methods of science rather than trying 
to force a differential advantage for itself through the methods of 
group warfare. 

A year ago, Professor Schultz committed himself to the pessi- 
mistic conclusion that we do not have such a will to succeed. He 
said: 

“The United States is not prepared to keep its economy at full produc- 
tion. Neither among the people nor from representatives of agriculture, 
labor, and business has there emerged a conception of full production that 
IS valid. Instead, thus far, for the most part, we have been making politics 
and not policies to deal with this matter. The conditions necessary to 
achieve this important objective are not understood. We are blocked by 
a bundle of mistaken beliefs. We are in conflict as to the more ultimate 
ends. . . . Each group is prone to define full production to fi.t its own inter- 
est, with a profound indifference to the general welfare. One group’s defini- 
tion can lead only to inflation, another’s to deflation; one view could give 
stagnation, another economic instability. 

“Higher support prices for farm products, higher corporate profits for 
business, and higher wage rates are not the stuff out of which full produc- 
tion IS made The criteria for full production are not to be found in the 
folldore of any special interest group. We need an objective standard. One 
that IS free from social biases, free from hidden political purposes. We 
need a standard that can be described, identified and tested. It should not 
be an instrument of special pleading, of propaganda to beat down labor, 
or on the other hand to price labor even higher 

I am afraid that as a literal statement, Schultz is right. The 
United States is not today prepared really to achieve the stabiliza- 
tion of its economy at a high level of production But I am un- 

* Theodore W. Schultz, “The Economic Challenge that Comes with Full Pro- 
duction,” Third National Forum of Agriculture, Labor, and Industry, Umversity 
of Wyoming, Laramie, July 28, 1947. 
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willing to admit that this country is not ready to begin the ‘pi'ocess 
of showing that it has the economic sophistication and the self- 
discipline to work out the private and public adjustments through 
which this objective can be reasonably well attained under a system 
of private business enterprise and representative government 
action. 

I do not know whether a national economic conference of the 
proposed sort will ever be called. But we as economists, if we are to 
give a good account of our professional stewardship, should be 
ready if and when it comes. While the active cooperation of busi- 
nessmen, bankers, workers, farmers, and consumers must be had 
if suitable goals are to be set up and in due time reached, the econo- 
mist has very important functions to perform. First, he must work 
with the technical production experts to determine what patterns of 
production and consumption are feasible with the resources we have 
or with the resources we can develop. Second, he must determine 
what price, income and profit patterns are consistent with each of 
these patterns of production and consumption. Third, he must 
gather, analyze, and present any material that will help the public 
decide what shifts in production and distribution would be bene- 
ficial. Fourth, he must rigorously test the soundness of policies and 
programs that are proposed to bring about these adjustments. 

Besides providing the factual and analytical materials on which 
goals should be set and adjustments based, the profession should 
supply some well-trained, tough-minded, and fearlessly honest 
economists to serve on the staffs of business, labor, and agricultural 
organizations. We should help to broaden the economic education 
of those who serve as leaders of organizations in all these fields. So 
far as possible, we should also promote elementary economic 
education among the rank and file so that they will choose the 
right kind of leaders and be willing to follow sound leadership 
when matters come to the issue. 

Again let me say that we in agriculture are fortunate in the long 
growth of popular scientific education through the agricultural 
colleges, experiment stations, and extension service and through the 
agricultural high schools and^ boys and girls clubs. In the past 
generation remarkable progress has been made toward bringing 
about a better general understanding of agricultural economics. 
Labor appears to he on the threshold of a somewhat similar develop- 
ment, and management is expanding educational agencies that 
range all the way from arrant propaganda to the scholarly but 
practical research studies and policy statements that emanate 
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from the C.E,D. Enlargement and improvement of these efforts are 
needed if economic adjustments of truly stabilizing character are to 
be achieved. 

As for agriculture, in recent years the U. S. Department of Agri- 
culture and the agricultural colleges have had some very interesting 
and useful experience in setting up goals for agricultural production 
crop by crop and State by State and in working out programs con- 
sistent with these goals, I hope this work will not only continue 
but will be strengthened and will be coordinated with the develop- 
ment of goals for the rest of the economy. 

Two other recent developments seem to me to be in line with the 
kind of research and educational program I have been discussing 
One of these is the work of the Postwar Agricultural Policy Com- 
mittee of the Association of Land Grant Colleges and Universities. 
Their studies and the report issued in 1944 included a broad survey 
of postwar objectives of agriculture in sound functional relation to 
the whole economy, and proposed policies and programs for reach- 
ing them. In the words of its authors it was ^‘prepared with the 
purpose of advancing the welfare of all of the people of this nation 
by making constructive suggestions for a sound agricultural 
policy.”® 

The other development I have in mind is the essay contest con- 
ducted by this association in 1945 to bring forward new proposals 
for programs to support agricultural prices and to stimulate a wide 
discussion of such proposals. Activities like these are concrete 
examples of the kinds of study and educational work needed in 
agriculture. In view of subsequent developments it may be sug- 
gested that it would have been more serviceable if the thought of our 
most able and ingenious economists had at that time been directed 
not to support measures but to consideration of the problem of 
what measures could be devised to prevent a rather moderate 
agricultural shortage from having such profound inflationary con- 
sequences as those of the latter half of 1947 and of 1948. 

Farmers fortuitously became a major factor in a profound and 
rather pernicious inflationary sequence. It will not do simply to say 
they were innocent or passive beneficiaries of the phenomenon so 
inimical to the health of the economic process as a whole. Did they 
do anything to lessen the harmful impact on the economy of the 
adventitious benefits they were receiving or to remove or lower any 


® Report of the Committee on Postwar Agricultural Policy of the Association of Land 
Grant Colleges and Universities, October 1944, p. S. 
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of the artificial props to their favored position? No. Cotton and wool 
farmers have been as ready to hold up the country as the most 
predatory of the trusts or the most ruthless of the unions. The 
dairy co-ops reputedly spent a large sum to lobby for the retention 
of legislation designed to keep butter prices high by denying 
access to a wholesome alternative product. Tobacco growers in- 
tervened actively to get parity formulas that permitted selection 
of a different base period and, later, a choice among three bases 
so that everyone could get some price enhancement even when 
tobacco prices were already high. 

It may be easier for the agricultural economist — and he no 
doubt gets a better welcome — ^when he comes forward with pro- 
posals of support than with proposals of restraint or the foregoing 
of windfall gains. But true economic stabilization requires the damp- 
ening of boom influences quite as much as it does the bolstering 
of a collapse. Presumably if the former is done competently, need for 
the latter would not arise. If in some measure we fell short of the 
stabilization service we might have rendered in 1947 or *48, we 
should be all the more determined to be tough-minded and fearless 
in dealing with the agricultural adjustment problems of 1949 and 
1950. 

There will be a grave testing time for agricultural adjustment 
principles in the years just ahead. Agricultural statesmanship must 
ease the farm industry down from its wartime stilts. Agricultural 
econonusts must show both vigor and objectivity in their thinking 
if they are to point the way to adjustments that will produce a 
reasonable level of remuneration for the larger number of men and 
of acres rather than the highest possible level of return for fewer 
acres and fewer men; that will promote optimum mechanization in 
both scale and rate, not mere maximum mechanization and possible 
overcapitalization, that will effect the kinds of labor-saving that 
make high general nutrition possible rather than forcing unem- 
ployment; and pricing that will keep farm plant in use and preserve 
farm job opportunities rather than pricing the farmer out of his 
normal market and accelerate the use of synthetics and other 
substitute materials. 

We need the kind of agricultural policy that will contribute to 
well rounded national prosperity. The agencies of education in 
agricultural and national economics must blaze the path to such 
policies if agriculture is to contribute properly to the stabilization 
of the economy and on that basis have its own real income stabilized 
on a high level. 
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Rudolph K. Froker 
Umvernty of Wisconsin 

F or my opening statement on this panel I shall compare 
briefly the agricultural act of 1948 with the principal recom- 
mendations of the committee which reported here a year ago on 
“Redefinition of Parity Price and Parity Income.’’ 

The American Farm Economic Association committee placed its 
main emphasis upon parity income for farmers as a group rather 
than parity prices for individual farm commodities. Some may 
contend that the new act is in complete variance with last year’s 
report. Such is not the case. 

The committee made several suggestions for revising parity 
prices but preferred the income approach over the price and com- 
modity approach. Let me quote a paragraph from that report . 

‘Tf the only alternatives were retention of the present parity-pnce for- 
mula or modification of it, we would certainly favor the latter. In such 
modification we would employ not only a moving base period for deter- 
mining the relationship among parity prices of the respective agricultural 
commodities, but also a shifting base period for the parity-price index 
itself. Its base period would be the most recent normal peacetime period 
in which national production and employment were at high levels. To- 
gether with this change we would favor the inclusion in the index of farm 
wage rates, weighted exclusively on the basis of expenditures for hired 
farm labor. Periodic revision should be made of the weights assigned to 
the various items in the index; the current parity prices of crops should 
reflect departures in national yield per acre from the average of the 
preceding ten years.*' 

In the hearing records developed preliminary to enactment of 
the 1948 legislation there is evidence that some of the sponsors 
including Senator Aitkin were thinking in terms of both income and 
prices. By adjusting the support price inversely with the size of the 
crop the new act seeks to stabilize farm income from year to year 
for each of the basic commodities. Your committee placed its 
emphasis upon maintaining the per capita farm income in line with 
nonfarm incomes. 

* Pive-minute papers presented at the Annual Meeting of the American Farm 
Economic Association, Green Lake, Wisconsin, September 13, 1948. 
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The flexible price support provisions of the new act are probably 
its most distinctive feature and correct some of the undesirable 
provisions of the earlier legislation. It is to be noted, however, that 
adjustments in prices may come slowly under the new act, since 
the new parity cannot be adjusted downward more than 5 percent 
per year under the old formula. It may, therefore, be several years 
before some of the farm commodities are brought into balance. 

The new act provides for prices being determined on the free 
market so long as the prices do not fall below the support level. 
The committee's proposal called for free market prices regardless 
of the level. Unless the market is allow’^ed to operate freely through- 
out the price range, it cannot serve fully the important function of 
directing consumption and production until they balance and the 
market is cleared. 

The methods by w^hich prices may be supported under the new 
act include, (1) government purchases; (2) loans and (3) direct 
payments to farmers. The committee favoied direct payments to 
farmers over the other two methods when used purely for the pur- 
pose of enhancing farm prices and farm income. It obviously was 
not opposed to purchases by the government for specific purposes 
other than mere price support. In fact, the committee recommended 
enlargement of nutritional programs such as the school lunch 
program. 

The committee favored graduating the income payments down- 
ward as the size of the farm operations rise In this way it favored 
the small operator and the family farm. It also favored linking, 
although not combining, soil conservation and farm income pro- 
grams. I do not believe there is any such provision in the new act 
When the price of a commodity is supported in the market place 
some very sizable benefits accrue to large operators. Under the 
present support prices for potatoes the benefits to each of the larg- 
est growers run up to several hundred thousand dollars. This 
situation has become the basis for much public comment. 

By supporting prices above competitive levels the new act is 
likely to lead to production control, to multiple price plans and to 
continued subsidized exports. The committee sought to avoid these 
measures by letting prices find their competitive level and making 
additional payments when necessary, direct to farmers. 

The total cost to consumers and the public under the new act 
will be difficult to determine while the payments under the com- 
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mittee’s proposal would have been out in the open and easily 
determined. This is an advantage or disadvantage depending on 
your point of view. 

T, K . COWDBN 

American Farm Bureau Federatum 

Five points will be raised: 

1. The importance of having agricuUural policies consistent loith 
our international aims — ^Peace is the most important problem 
facing not only the American farmer but also the entire world. 
Care must be exercised to see that agricultural policies are con- 
sistent with international policies. If the United States is to 
fulfill its world obligations and our citizens to receive proper 
benefit from world leadership, we will have to trade with 
other nations. Trade means we must import as well as export. 
There is a real education program to be done in this field. My 
respect for the work and responsibilities of the Land-Grant 
colleges has increased rather than decreased as a result of my 
experiences during the past five years. A sound internati ona 
policy cannot be developed unless there is widespread under- 
standing by our citizens of the problems involved. 

2. Adding greater stability to the general price level — ^This is one of 
the most important problems facing our economy. It involves 
many interrelated and complicated factors. Perhaps the best 
place to start is the estabhshment of a joint congressional 
monetary study commission. The congressional commission 
should use technical experts. Since any action will likely in- 
volve congressional approval, steps should be taken now to de- 
velop congressional leadership in this field. Present infor- 
mation indicates that we should have a national monetary 
commission with responsibility for coordinating the various 
factors in such a manner as to contribute to greater price 
stability. This involves taxation, the handling of the national 
debt, the regulation of credit, the backing for the dollar, 
exchange rates, and factors influencing the general economic 
stability of the country. Adding greater stability to the 
general price level offers greater promise than numerous 
attempts to stabilize prices of individual commodities. 

3. A pricing program for agriculture — ^Whether we like it or not 
there will be some kind of governmental pricing program for 
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agricultural products. It remains to be seen whether this 
program will develop into a governmentally-admmistered 
price system or a program which will serve during periods of 
low agricultural prices. The American farmer, especially the 
commercial family farmer, has much to gain by the main- 
tenance of a relatively free market which will enable the 
the productive farmer with the know-how and the skills to 
advance to the best of his ability. There is a real challenge to 
operate our economy in such a manner that farmers as well 
as other citizens will not continually turn to government in 
in the hope of obtaining price relief. 

4, A 'program 0 / real conservation is needed — ^It appears that the 
technical knowledge in this field exceeds the development of 
techniques to obtain the application of conservation practices. 
Since the govenment is likely to spend considerable sums of 
money for various conservation purposes, it is essential that 
more thought be given to the techniques of getting the job 
done. This involves soil conservation, flood control, forestry, 
public land problems, and related fields. It is commonly stated 
that although the government owns large acreages of forests, 
90 percent of our capacity to grow timber is in the hands of 
private owners. It is apparent that the government cannot 
conserve all the resources of the nation. If the job is going to be 
done, it will have to be done by the man on the land. 

5 A program for southern agriculture — ^Per capita income in the 
southeastern United States is the lowest of any area in this 
country. Serious consideration should be given to a broad- 
scale approach to increasing the productivity of this area. 
This involves industrialization, perhaps the development of 
power, expanded research in agriculture, and many other 
things. Prom the standpoint of public policy, the question 
might well be raised as to why we spend millions of dollars of 
public money in the West developing new agricultural areas, 
and pass up the southeastern United States, especially since 
much of the West has a cold, severe climate in which very few 
people live, while the Southeast is a thickly populated area 
where the climate is at least conducive to lower living costs. 
May it not be in order to consider a positive development pro- 
gram for southeastern United States.? 
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North Carolina State College 

R emarks m this five minute paper are directed toward a 
j desirable policy for improving the productivity of human 
resources in agriculture. The objective naturally directs the empha- 
sis towards those areas which in the past have had the lowest 
productivity per worker In the first half of this decade the average 
income of the lower 40 percent of agricultural workers was only 
one-sixth of that of the upper 60 percent and only one-seventh of the 
average earnings of all industrial workers. Is there a formula which 
will give parity of income to these three groups? 

These low income farm families are scattered throughout the 
Nation but have their greatest concentration in the South. How- 
ever, irrespective of area of concentration, such a divergence in 
income and productivity is contrary to the interest of both the 
Nation and the low-income communities. 

The problem is essentially one of an unbalanced man-land ratio. 
Pace has not been kept with a movement from an agrarian to a more 
balanced economy with its diversity of productive enterprises and 
services. 

The primary symptom of this maladjustment is underconsump- 
tion of housing, clothing, food, health facilities, education, and a 
host of services. Contributing causes are lack of capital, high 
birth rates, lack of skills and low levels of learning; and their 
resultant underemployment, lack of alternative opportunities, 
immobility, and low incomes. 

The problem involves both those people who remain on farms, 
and their brothers who leave in search of better opportunities. 
The productivity of one contributes to the food market supply and 
demand for industrial goods; and the productivity of the other 
contributes to industrial goods supplies and the demand for farm 
products. 

For the Nation as a whole it is estimated that only one-half of the 
farm youth is required for replacements on farms In the South, if 
the man-land ratio is to be improved, probably less than half are 
required. 

Relief for the pressure of farm population on agricultural re- 
sources lies in three directions. These are: 
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1. More complete utilization of land resources. 

2. Employment of a higher percentage of farm people in manufacturing 
industries, or related services within the area where they now live. 

3. Migration of part of the population from the most congested areas 
to industrial centers in other parts of the Nation. 

The latter method has been most popular historically. But con- 
siderable progress in the first two fields has been realized in recent 
years. For example, in North Carolina the proportion of the gain- 
fully employed that were engaged m agriculture dropped from 
53.5 percent in 19S0 to 33 percent in 1946. In 1946, employment in 
manufacturing in North Carolina was 25 percent greater than in 
1939. In addition, the manufacturing industries had become con- 
siderably more diversified. For the Southeast as a whole, per capita 
incomes increased from 51 percent of the national average in 1929 
to 67 percent m 1947. 

In recent years the Catawba Valley of North Carolina, Upper 
East Tennessee and much of the Tennessee River Valley have be- 
come excellent examples of rural industrial communities, in contrast 
to centralized industry. 

There are a number of ways in which national policy may speed 
up the process of bringing about a better balance in employment 
and increasing the productivity of agricultural workers in the South. 
But in the limited time available attention is devoted to one for 
which there is a great need and which in the past has had too small 
a part in national agricultural policy. 

There is a crying need for vocational guidance and vocational 
training m both non-agricultural and agricultural fields in the trans- 
formation of these areas from an agrarian to a better balanced 
economy Using North Carolina again as an example, 80 percent 
of the high school graduates and drop-outs have no special prep- 
aration for employment. Nearly one-half have never attended 
high school. About one-half of the rural high schools are without 
vocational agriculture. Less than 10 percent of all high schools in 
the state have day trade or diversified occupation training, and 
these are located largely in urban centers. Out-of-school teen age 
youths are practically without a training program^. The production 
and marketing of human skills is as important as the production 
and marketing of farm commodities. 

Surely increased productivity would result if more workers in 

* North CaroLna Department of Public Instruction 
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industry, agriculture, and forestry had higher skills. Certainly, 
employment opportunities would be greater if such skills and 
traimng were developed. Better education would lead to the re- 
moval of many of the causes of low income. 

Our economic system is based of a flow of industries to resources, 
goods to markets and workers to industries. The value of migrants 
to the commumty to which they go depends upon their skill and 
traimng. Therefore, the responsibility for, and the fruits from the 
vocational training of youth falls as much in the sphere of the areas 
to which they may go as of the areas from which they come. 

Adequate vocational guidance and training of the rural youth 
of any community is as much a responsibility of the state as the of 
community, and of the Nation as of the state. 

Along with vocational training must come industrial develop- 
ment, the development of a complexity of services and their em- 
ployment opportunities These may need to be attended by a 
further development of natural resources in order to attract in- 
dustries. An increased standard of minimum wages and other 
social welfare programs also may be necessary. 

But first of all, let us pay respect to the ability, dignity and in- 
itiative of the individual by giving him an opportunity to train 
for filling his economic place in society, whether it be in the field 
of industry, services, or agriculture. 

David L. MacFarlanb 
MacDonald College 

I SHOULD like to head into this policy discussion at a point 
where American and Canadian farm policy have some common 
ground, by which I mean the European Recovery Program. 

First, however, because it will provide a useful back-ground, and 
because the question has been raised specifically by one of the 
members of the panel, I should like to make a few comments on 
Canadian wheat policy. The Canadian Government has had 
through the war and post-war years an explicit policy of main- 
taining wheat acreage at about pre-war levels. This is sharply in 
contrast with the expansion policy of the United States — ^measured 
in terms of acreage by increasing from 57 million acres in the 
period 1935-39 to 74 million acres in the crop year just ended. 
While American wheat exports were abnormally low in the period 
1984-38, they have In the past crop year risen to the phenomenal 
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level of about one-half a billion bushels as wheat or wheat equiva- 
lent. The presently proposed International Wheat Agreement in- 
dicates clearly that the TJ.S. will remain a very important exporter 
of wheat in the next several years. Canadian wheat policy has been 
criticized on the grounds that Canada had resources with which 
to expand wheat production to help meet the extremely large 
world demand of the past four years. 

In September 1943 future trading m wheat of the Winnipeg 
Grain Exchange was suspended. This action, dictated by the 
Canadian Government, was taken on the grounds that open trading 
was inconsistent (1) with domestic price control, and (2) with the 
fact that the government had become the sole exporter of wheat. 
I am not suggesting that the government in this action was not 
influenced by some farm organizations which had long advocated 
the closing of the Winnipeg Exchange. In this connection I might 
make the observation that, on the whole, Canadian farmers have 
been more eager than American farmers to avoid pricing the prod- 
ucts they produce in a free market. 

In 1946 the Canadian government undertook a four year wheat 
contract with the United Kingdom. This contract- provided for the 
export to the United Kingdom of a large proportion of Canada’s 
exportable wheat at prices varying in accord with conditions which 
might exist during the years of the contract period For the 1946 
crops the contract price was $1.55 per bushel basis No. 1 Northern, 
Fort William; in 1947 the same; and in the present crop year $2.00 
per bushel. Canadian farmers have actually received prices some- 
what higher than those indicated, due to the fact that wheat ex- 
ported to other countries is priced in terms of prevailing world 
prices. 

In the first two years of the contract over 300 million bushels 
of wheat were sold by Canada at prices approximately $1.00 less 
than the corresponding Chicago prices. The extent to which 
Canadian farmers lost in the operation depends upon the particular 
assumptions one makes in attempting to assess the effects of the 
contract. This contribution by Canadian farmers, or rather by the 
Canadian Government on behalf of Canadian farmers, was made 
on the grounds that it would aid in securing domestic economic 
stability and in the recovery of the U.K. The question has fre- 
quently been raised whether or not the burden of such contribu- 
tions should rest on one group of producers as against placing 
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them on the whole economy which would have resulted had the 
contributions been made from tax funds. 

A Permanent Dollar Shortage? 

The European Recovery Program is, in economic terms, a dollar 
providing program. The question I should like to ask, and a ques- 
tion of major importance to agriculture, is whether or not we are 
to be faced with a dollar shortage in the years beyond the E.R.P. 
I shall not analyze this point, but rather indicate that the U.N. 
Economic Commission for Europe, The Economist, (London), and 
Dean John H. Williams of Harvard University assert with com- 
pelling reasons that there are substantial grounds for believing that 
world trade may be frustrated in the post E.R.P. period by a 
shortage of dollars. 

I ask you to consider what kind of a pattern farm production 
would take if we are to be faced with a permanent dollar shortage. 
Certainly Europe would be provided with grounds for a policy of 
greater self-sufficiency in food, expecially in cereals, than would 
otherwise occur. The U.K. is already adopting this pattern. Sec- 
ondly, Europe would feel it necessary to secure from non-dollar 
areas the largest possible quantity of food and fiber. Again the 
U.K, has already commenced such policies. Should a post E.R.P. 
dollar shortage occur, world agriculture would be faced with frus- 
tration and depressed conditions. These would only be tempered 
somewhat by the narrowing gap in the race between prospective 
population and potential food supply. 

While this is a gloomy line to be following at a time when we 
are greatly troubled by inflationary forces, it is, nevertheless our 
responsibility to show some concern for the long-run. How could 
American and Canadian policy be shaped to avoid such a dollar 
shortage as described above? How can the facilities of the World 
Bank and the International Monetary Fund be employed to help 
meet such a contingency? Can we conceive of dollar investments 
sufficiently large to overcome the difficulties envisaged? 

Canada is grateful for the E.R.P. She is, if you wish to put it 
that way, a recipient of E.R.P. aid. The sales by Canada to U.S. 
for shipment in the E.R.P, program from 5th May to 30th Sep- 
tember of this year were 279 million dollars. This sum has gone 
some distance toward balancing Canada’s difficult dollar position. 
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More than two-thirds of these E.R.P* funds have been spent on 
the purchases of farm products. 

A corollary of the Canadian dollar diflSculty is that Canada is 
not now making grants or loans of any kind toward the realization 
of European recovery. Many Canadians disagree with this policy. 
I number myself among this group. The U.S. State Department 
and the government of the U.K , disagree with this policy. Why 
does the Canadian government follow this line? This policy of not 
assisting in present European recovery measures traces to the par- 
ticular devices which the Canadian government selected in the 
attack on its dollar shortage problem. That government has had 
in the past year, and still has alternatives to its present dollar 
saving program. 

0. C. Stine 

Bureau of Agneultural Economics 

T he subject of national agricultural policy and parity is too 
broad and the time too short to outline the field or give much 
attention to defimtions and historical developments. I propose to 
outline only briefly the legislative developments of parity policy 
outlines and their present status. 

The agricultural adjustment act of 1933 marks the first assump- 
tion of national responsibility for maintaining an economic balance 
in our national economy. The declaration of emergency in that act 
reads in part as follows: “That the present acute economic emer- 
gency being i7i part the consequence of a severe and increasing dis- 
parity between the prices of agricultural and other commodities, 
which disparity has, largely destroyed the purchasing power of 
farmers for industrial products, has broken down the orderly ex- 
change of commodities and has seriously impaired the agricultural 
assets supporting the national credit structure, it is hereby de- 
clared that these conditions in the basic industry of agriculture 
have affected transactions in agricultural commodities with a 
national public interest. . . 

Following this statement it was declared to be the policy of 
Congress. . . . “(1) To establish and maintain such balance be- 
tween the production and consumption of agricultural commodi- 
ties, and such marketing conditions therefor, as will reestablish 
prices to farmers at a level that will give agricultural commodities 
a purchasing power with respect to articles that farmers buy, 
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equivalent to the purchasing power of agricultural commodities in 
the base period. ... (2) To approach such equality of purchasing 
power by gradual correction of the present inequalities therein at 
as rapid a rate as is deemed feasible in view of the current con- 
sumption demand in domestic and foreign markets. ... (3) To 
protect the consumers’ interest by readjusting farm production at 
such level as will not increase the percentage of the consumers’ 
retail expenditures for agricultural commodities above the per- 
centage which was returned to the farmer in the prewar period.” 

The Soil Conservation and Domestic Allotment Act of 1936 
amending the act of 1933, further developed the policy statement 
in the following language. . . this act shall also include, (1) 
preservation and improvement of soil fertility; { 2 ) promotion of 
the economic use and conservation of land. (3) diminution of ex- 
ploitation and wasteful and unscientific use of national soil 
resources. . , 

The consumers’ interest was reaflSrmed in the statement: “That 
in carrying out the purposes of this section due regard shall be 
given to the maintenance of a continuous and stable supply of 
agricultural commodities adequate to meet consumer demand at 
prices fair to both producers and consumers”. 

In the acts of 1936 and 1938 we find recognition of income and 
purchasing power of farmers, in relation to the earnings of those 
engaged in nonfarm occupations, as an objective and a measure of 
parity. The provisions for the use of price relations as a parity 
standard in 1933, the addition of purchasing power of income in 
1936, the revision of the definition of income parity in 1938 were 
progressive steps in developing measures of parity. It has been 
recognized that it is goods and services rather than dollars that 
count, however, in our economy money is necessary to command 
goods and services. It is a matter of exchange relations in the 
market to obtain equivalent opportunities for the farm operator 
and his family in terms of living conditions and opportunities for 
the future. 

The “agricultural act of 1948” improves the parity measures by 
providing for. (1) adjusting price parities to take into account 
recent trends in supplying and demand conditions among the several 
farm products, and { 2 ) support measures related to current and 
prospective demand and gross income. In this act parity income is 
defined as the gross income necessary to provide the farm operator 
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and his family with a standard of living equivalent to that afforded 
persons dependent upon other occupations. The development of 
this parity standard requires additional statistical data and analy- 
sis, the establishment of comparable measures of standards of 
living in relation to the time and distribution of income. It suggests 
concern with educational and recreational opportunities as well as 
with food, clothing and health for farm families. 

We are not forgetting the land and the consumer. The natural 
resources are to be only maintained but also improved, and the 
needs of consumers are to be met. Parity for agriculture broadly 
interpreted today means the maintenance of agricultural resources 
sufficient to meet the agricultural needs of a growing population 
with a rising standard of living in this country, to support foreign 
consumers of such products to the extent that they are dependent 
upon us and return to the farm worker and his family for this 
service income sufficient to enable him to keep up with his neigh- 
bors. 

DISCUSSION^ 

The discussion began by being centered around the proposition of agri- 
cultural support price. Income parity for farmers as a group rather than 
parity prices for individual agricultural commodities has been supported 
by many agricultural economists Recent legislation provides flexible 
price supports and corrects some of the undesirable features of the old 
legislation, although adjustments in prices may be slow in coming since 
supports under the new parity formula cannot be adjusted downward 
more than 5 percent per year. Tanners must decide whether they want to 
have a free market or support pnces, they cannot have both Price supports 
are needed in times of low prices, but not otherwise. If we are to have price 
supports in times of low prices, how about price ceilings in times of high 
prices^ ^ , 

In the development of a system of free enterprise, it is important that 
the relationship between national and international committments should 
be taken into consideration. It would seem at present that there is very 
little possibility of legislating parity incomes for farmers In using a sys- 
tem of direct payments from the treasury, each individual farmer’s income 
would depend upon his own cash receipts, the larger his volume of produc- 
tion, the larger his total income. Farmers as a general rule do not like direct 
payments from the treasury. This fact might be a major deterrent for this 
type of program. 

The present program of support legislation is likely to lead to production 
control, multiple price plans and to continued subsidized exports. These 

1 Summary prepared by Panel Secretary, Frederick R Taylor, University of 
Minnesota 
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all miglit be avoided by allowing prices to seek tbeir natural level and 
making direct payments to farmers wben necessary. 

The question of rehabilitating the underprivileged areas of the country 
was next discussed. A national policy must be set up to bring about a 
better balance m employment between areas and an increase in the pro- 
ductivity of the agricultural workers in these areas. The productivity of 
these areas can be increased by improved technology, increased indus- 
trialization, development of power projects, increased educational oppor- 
tunities for the people of these areas, and expanded research towards adap- 
ting improved varieties and the better use of resources in these areas. The 
problem is essentially one of an imbalanced man-land ratio and improve- 
ment here might come from a more complete utilization of land resources, 
an increased employment of the people of these areas m decentralized 
manufacturing industries and the movement of some of the inhabitants of 
these areas to more industrialized sectors of the economy. 

A national agricultural policy which would encourage farmers to lower 
their costs of production was next discussed A state and national policy 
to encourage education, research and extension work along these lines is 
needed. Production quotas as now set up tend to retain inefficiency on our 
farms. Payments which are made contingent upon farmers having met 
certain efficiencies, increased productivity and skills, would improve the 
program. Payments linked to soil conservation, and the development 
of techniques to improve soil conservation practices, flood and erosion 
control might aid in the development of this program. 

A discussion followed relating to the prospects of high prices being capi- 
talized into higher land values and higher prices. Support prices tend to 
keep prices above the free or natural market level and therefore do tend 
to be capitalized. In working out a long-range agricultural policy, we need 
to develop a satisfactory general policy. We must think m terms of all 
sections of the economy first, and then relate policies for specific sectors 
of the economy to this general policy. It would seem clear that all policies 
must fit into the world situation. Care must be exercised to see that agri- 
cultural policies are consistent with international policies as well as those 
of other sectors of the domestic economy. We need to think in terms of 
basic guide-posts of policy, guiding elements in a long-range agricultural 
pohcy. In the past, we have laid out broad lines of policy for agriculture, 
but have not done this for the domestic economy or world as a whole. We 
have had special policy legislation, but not specific policy formation. 
Stress must be placed upon the significant differences between policy pro- 
posals and congressional action. Short-run problems can be anticipated by 
proper long-run pohcy proposals. 

Goals of a good agncultural pohcy would include: (1) adequate resource 
use, ( 2 ) continuity (S) stability, (4) consistent with general and inter- 
national policies, and (5) regard for the interest of farm people and^ the 
consumer. We must imply or infer a general policy as a setting for agricul- 
tural policy. Guideposts include: (1) maintenance of reasonable incomes, 
(2) improved efficiencies, (3) soil conservation, (4) better use of human re- 
sources, and ( 5 ) the maximum allocation of resources. The question arises 
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as to whether a policy that is shaped on expediency can rise above that 
level? If we start with the development of an agricultural policy, rather 
than that of a general policy, we are m danger of starting m the wrong 
place. 

The next part of the discussion centered on the inefficiency of agriculture 
in the South, The question was raised as to how a shift can be made from 
small ineffective units, where the south has too much of human and not 
enough of other resources. The general opinion was that the shift cannot 
be made painlessly, and that the jobs will have to be done to a great extent 
by the south itself. A broad over-all approach will have to be taken where 
a review is made, area by area, of available resources, human and natural, 
and the possibilities of shift and change from prevent conditions. It may 
be necessary for the government to spend considerable sums of money to 
aid in the reallocation of resources, increased productivity, and the con- 
version to more economical units of production. 

There are two general prmciples underlying American economic policy 
that must always be kept m mind. These are: (1) maximum freedom for 
the individual, and (2) a reasonable degree of economic stability and 
economic opportunity. 

The discussion next centered on consumer interest on agricultural 
policy. The consensus of opinion seemed to be that consumers as a group 
are not very well sold on present agricultural policy. An agricultural policy 
needs not only to be sound but also needs the understanding and support 
of consumers to be effective. Nost of the particular problems facing con- 
sumers today are those which come from short-run effects. The consumer 
wants to be assured food and clothing from agriculture at reasonable 
prices. The fact must be emphasized to the public that they must pay a 
pnce such as will maintain production in the long-run This country must 
have a stabilized level of production in order to be economically sound 
Consumers need to know why and how surpluses arise and ways and means 
of deahng with them. The Treasury and the Federal Reserve Board must 
recognize at all times the effects of monetary and fiscal policy on economic 
stability It IS apparent that some over-all agency is needed m government 
that will coordinate responsibilities of government agencies regarding 
price stability* 
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P AST history suggests caution in predicting the consequences 
of new legislation. However, in a democratic society a new 
legislative act may be considered a definite accomplishment if it 
improves the laws it supplants. Progress in legislation is likely to 
be slow. Perhaps the most serious handicap to desirable agricultural 
legislation is the very size of this country and its diverse sectional 
agricultural interests. Congressional viewpoints pertaining to ag- 
riculture are colored not only by these conditions but also by the 
proportion of urban and rural interests and the amount of state 
taxes paid to the national treasury as well as federal payments 
back to the individual state. 

In seeking public interest in better legislation it is easy to criti- 
cize the lack of intelligent interest in pending legislation among 
the electorate. The public is likely to be confused in part by the 
tendency to attack one farm problem at a time without considering 
its relationship to broad national agricultural policy geared to a 
balanced national economy. An integration and understanding of 
the implications of new or proposed legislation seem imperative to 
sound policy attainment. Agricultural interests without exception 
have not been sufficiently aware of the necessity of keeping agri- 
culture sold to the consuming public. With less than 20 percent of 
our population engaged in agriculture it becomes continually more 
imperative that agricultural programs be developed with due re- 
gard to the interest of consumers and that consumer education be 
an important part of any agricultural program. The consumer, 
without realizing it, is the chief beneficiary of technical develop- 
ments in the field of agriculture. Time prevents a further elabora- 
tion of this point or of the basis for special agricultural legislation 
These are a few thoughts I would like you to keep in mind as 
we turn to a brief analysis of the content and intent of the Agri- 
cultural Act of 1948 together with some explanation of Congres- 
sional background pertaining to it. 

The Agricultural Act of 1948 passed in the last hours of the 80th 

* Paper given at the American Farm Economic Association Annual Meeting, 
Green Lake. Wisconsin. Sentember 15, 1948, 





Congress is limited mainly to a price support program. It is es- 
sentially a compromise between two different price support phi- 
losophies represented in the separate Senate and House bills. As 
finally passed, it provides for a flexible farm price support program 
adjusted to supply to become effective in 1950. That the long- 
range or flexible farm price support and the entire Senate Bill 2318 
passed the Senate by a vote of 79 to 3 is significant in pointing to fu- 
ture legislation. The House bill was a stopgap measure passed by a 
small total House vote providing that most of the farm price sup- 
port measures now in existence should continue for two years without 
adjustment of price supports to supply. The bill finally agreed to 
by the Senate and House conferees combines the two bills It pro- 
vides that the price support of basic farm commodities — corn, 
wheat, cotton, rice, and peanuts — ^will continue at 90 percent of 
parity until the 1949 crop is marketed or until June 30, 1950, thus 
shortening the period of high price supports contained in the 
original House bill. On July 1, 1950, the long-time flexible farm 
price support program will go into effect for these commodities. 

The wartime Steagall Amendment provided for price supports 
for the socalled Steagall commodities at OB percent of parity as a 
wartime measure designed to encourage increased production of 
commodities in greatest need for a period of two years following 
the declared end of the war. It was not anticipated by most people 
that the provisions of the amendment would continue under normal 
peacetime conditions. The Senate bill assumed since the war is 
over that a long-time price support program is desirable. However, 
the compromise with the House bill provides, m addition to the 
basic commodities, price supports for milk and its products, hogs, 
chickens, and eggs at 90 percent of parity until December 31, 1949, 
and for other Steagall commodities at not less than 60 or more than 
90 percent of parity at the discretion of the Secretary of Agriculture 
until December 31, 1949. Tobacco according to a Senate Amend- 
ment is supported permanently at 90 percent of parity if marketing 
quotas are in effect One may expect tobacco growers to keep 
marketing quotas in effect. The 1949 crop of wool will be supported 
at 90 percent of parity, but beyond that time at 60-90 percent of 
parity with the objective of encouraging an annual production of 
360 million pounds of shorn wool. 

Wool was given special consideration in order to maintain the 
sheep industry at a level adequate to meet a substantial part of 
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our needs without relying upon wool imports. The world demand 
for wool at the present time has forced its price to a high level. The 
support for wool will probably not be effective until the world con- 
sumption of wool falls much below the present level. The domestic 
production of shorn wool has now fallen below 300 million pounds 
to the lowest point in 47 years Placing the goal of domestic wool 
production at 360 million pounds of shorn wool instead of 300 
million was the result of a Senate floor amendment The increase 
in the wool production goal may prove unwise, but the amend- 
ment was not opposed by the Senate committee partly in order to 
avoid extended floor debate at a late hour in the session. The 360 
million goal is considerably below maximum production of the 
past when our population was less that at present 

The long-time features of the bill, w^hich becomes effective in 
1950, provide that a normal supply of corn, wheat, cotton, rice, 
and peanuts will be supported at 75 percent of parity price. Normal 
supply is defined as the past year’s domestic consumption, ex- 
pected current year’s exports, and an additional percentage of the 
crop representing the supply in the normal channels of trade. As 
the supply increases by two percent of normal, the price support 
drops one percent of parity until it reaches 60 percent of parity 
with a supply of 130 percent of normal production Also as the 
supply falls to 70 percent of normal the price support rises to 90 
percent of parity. This flexible price support feature of the Act is 
the most distinctive feature of the new legislation and is intended 
to correct the present uneconomic program of supporting price 
without reference to supply. 

The thought back of this long-time flexible price support policy 
is that the schedule provided, assuming the schedule might become 
effective with either large or small supplies, will assure a farmer a 
larger total income for a large production than for a small pro- 
duction but the price per unit of product will be less This is in the 
interest of consumers who want abundant production since it en- 
courages farmers to produce a large output Further, a definite 
floor under the prices of these commodities will have a stabilizing 
influence on the market price. A severe break in the price of a 
farm commodity at harvest is due in part to farmers’ hastening 
to sell their products before prices sink lower. Providing an actual 
floor under prices but at a given moderate level may have the effect 
of increasing the harvest-time price of grain if supplies are unusu- 
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ally high. Further, when prices of farm products are permitted to 
sink below 60 percent of parity as in the early thirties, the entire 
national economy is disrupted, because farmers, as well as others, 
cease to be normal purchasers of other goods and services. Low 
prices for farm products also contribute to unemplo 5 unent. 

The Act provides bases for farmers to vote on production control 
when the prices of basic commodities fall to 66 percent or less of 
parity for three successive months or when supply of a commodity 
exceeds the normal supply by more than 20 percent. If farmers 
vote for quotas, the support price shall be 20 percent above the 
market price at the beginning of the marketing year but shall not 
exceed 90 percent of parity, except in cases of national interest 
determined by the Secretary for the purpose of obtaining adequate 
supplies If controls are voted down, support prices will be placed 
at 50 percent of parity. These regulations may be questioned and 
time may be required to test whether or not they are well founded. 
It was the hope of those responsible for drafting the Senate bill 
that controls will not need to be resorted to except for real 
emergencies, thus reducing control measures to a minimum. 

When the long-range price support program goes into effect, a 
new parity price formula also becomes effective This is based upon 
the relationship between the prices of farm products sold and of 
commodities bought by farmers in the period 1909-14 as in the 
present parity prices It was decided that a new base period should 
not be established until a longer and a more stable period following 
the war had elapsed. The difference between the old and new parity 
formulas is simply this — the old parity formula maintains the re- 
lationship between prices of individual farm commodities in 
1909-14 unless some other base period has been selected This 
1909-14 period does not reflect present-day price relationships be- 
cause of changes in methods of production, the improvement in 
crop yields, changes in relative demands, and many other factors. 
The new parity formula uses the relationship of the price of an in- 
dividual farm product to the average price of all farm products 
for the ten preceding years. This keeps the parity prices of individ- 
ual farm products adjusted to changing demand and price relation- 
ships. It is an automatic formula which each year adds the new 
year and drops the oldest of ten preceding years as a basis for 
determining the parity price of individual farm products. 

A good reason for establishing recent current price relationships 
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as a basis for parity is that about two-thirds of the approximately 
155 farm products for which a parity price is figured have been 
given a new base period by the Secretary of Agriculture under his 
discretionary powers. Strangely some of those who have argued 
for new bases must have been quite clever in presenting their 
cases as some of the revised base periods seem peculiarly favorable 
to some products. A well-chosen common base period should re- 
lieve some suspicions 

In drafting Senate Bill 2318 it was recognized that areas of pro- 
duction of certain products had been somewhat influenced by 
price supports, that is, that price supports rather than underlying 
supply and demand conditions have influenced farmers in their 
production plans. Also it was recognized that the change from the 
old to the new parity would considerably change the relative 
parity prices of some products In general, parity prices of grain 
would be reduced from 10 to 20 percent while those of livestock 
would be increased However, the average for all farm products 
under the old and new parity prices formulas is essentially the 
same, the difference amounting to less than one percent. It was 
further recognized that there would be considerable opposition to 
a quick reduction in the parity price of important products. Senate 
Bill 2318, therefore, provided that when the new parity price is 
lower than the old parity price, the adjustment to the new parity 
price would take place at a rate no greater than five percent of 
the old parity price in any year. This was done to prevent such a 
sharp readjustment in price support as to impose undue hardships 
upon some producers. However, if the new parity price is above 
the old parity price, the adjustment to the new parity price will 
take place immediately since is was considered that such a change 
would be in the interest of the most economic production through 
encouraging the production of commodities in greatest market de- 
mand. This adjustment from old to new parity prices helped to 
enlist the support of certain Congressmen from areas producing 
products whose parity price would be materially lower under the 
new formula. Some Senators from areas where parity prices of the 
principal farm products will be affected adversely recognized that 
the new parity formula provided for a gradual adjustment of pro- 
duction in the interest of the most economic use of resources. 

The price support bill further provides for the support of prices 
of other than the five basic commodities and tobacco at prices up 
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to 90 percent of parity with such funds as may be made available 
to the Secretary of Agriculture The so-called Section 32 funds 
which represent 30 percent of our import duties are made available 
for farm price support operations These funds amounted to 135 
million dollars in 1947-48, of this amount 75 million dollars are 
now assigned to the School Lunch Program This still leaves about 
60 million dollars for supporting various commodities. In addition, 
the Commodity Credit Corportation is permitted to support 
prices of storable farm products if they are handled without too 
great a carrying charge. Section 32 funds will help support the 
prices of perishable products and, as a matter of fact, represent a 
larger fund than was used in any year during the war period if sub- 
sidy payments to hold down the prices of food products to con- 
sumers are excluded The postwar experience with potatoes is 
another matter. 

The 1948 Agricultural Act represents two radically different 
price support philosophies. The Senate Bill 2318, known as the 
Aiken Bill, regarded the Steagall price support measures as an 
emergency measure designed to stunulate production of products 
in short supply and to help ease the world food situation, and 
recognized further that the emergency food situation ’was drawing 
to an end. On the other hand, one can surmise that the House 
stopgap measure providing high price supports for the basic com- 
modities and most of the Steagall commodities for a two-year 
period was designed at least in the belief of some Congressmen that 
at the end of the two-year period, when a Congressional election 
would be pending, high price supports could again be extended 
either permanently or for another two-year period Some pro- 
ponents apparently expected that if this were done, it would place 
farm products under constant controls This is a significant differ- 
ence m point of view^ from that of the men who drafted Senate Bill 
2318, which provides flexible price supports based upon variations 
in supply with sufficient flexibility m supports to prevent ruinously 
low form prices and also to encourage adjustments in production 
in line with demand. On the other hand, the House bill provided 
a high level of price supports which would afford little incentive 
for farmers to consider demand when planning their production 
The planning apparently w^ould be left to federal authorities 

In the meantime the extension of high prices supports for even 
18 months may require the taxpayer to make good on a price sup- 
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port bill that may make the costs of potato price support look like 
“small potatoes.” Thus the Aikeu Bill philosophy is one of re- 
taining freedom on the part of the farmer to adjust his production 
to meet demand in accordance with the free enterprise tradition 
of our country. This would place a premium upon farmer education 
and adequate economic outlook information. 

Recognizing the course of legislative action and that 18 months 
of high price supports may accumulate burdensome supplies of 
certain farm products, any major failure of the Agricultural Act 
of 1948 to provide for workable long-time price support consistent 
with consumer interest may be charged in part to the Agricultural 
Committee of the House or their conferees who steadfastly re- 
fused to take the Senate Bill 2318 to the House floor for vote. There 
IS reason to feel that except for this refusal. Senate Bill 2318 might 
have been passed by the House. At least this was the thought of 
some important members of the House who had accepted the 
House bill as a stopgap measure to assure a greater measure of 
support for agricultural prices than the 1938 Agricultural Act 
which would, of course, have become effective at the expiration of 
the Steagall Amendment without further legislative action. At- 
tention may well be called to the fact that the Senate defeated the 
House bill by a 2 to 1 vote even though some of its supporters be- 
lieved because it was so near the end of the Congressional session 
that it afforded the only means of securing any price legislative 
action m the 80th session of Congress The prompt Senate vote of 
79 to 3 for the entire Senate Bill 2318 after defeating the House 
bill indicated stronger support than anyone had anticipated. 

At this point it is of interest to note that the press and the Ag- 
ricultural Services in Washington had quite consistently predicted 
no agricultural price legislation at the recent session of Congress. 
Furthermore, after the passage of the Agricultural Act the press 
predicted revised legislation in the next session of Congress pro- 
viding for higher supports than in the law as passed We see now, 
however, how quickly opinion can change. At the moment the 
feeling seems to be growing that the basic long-range price support 
principles will remain fixed as contained in the Agricultural Act 
of 1948 This statement is made mainly because the major farmer 
organizations have supported the long-range price support pro- 
gram. Any new legislation pertaining to price supports will lower 
rather than raise them for the 1949 crop year. Should any House 
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member be so unwise as to attempt an upward revision of the long- 
range price support schedule, some of the commodities receiving 
preferred treatment may receive further consideration. The favored 
treatment of tobacco, which crept into the bill in the late hours of 
Congress by a vote of 41 to 39, was mainly because some Senators 
had already gone to Philadelphia to help write the Republican 
platform. Furthermore, some people have questioned the favored 
treatment of peanuts, which represent less than one percent of the 
national agricultural income, and of rice with only 10,000 pro- 
ducers. Some Senators refrained from expressing themselves on 
some of these favored minor products only from expediency in 
order to avoid long debate in the closing hours of Congress and of 
getting the more desirable features of the bill enacted. Possibly 
the most likely revision of the price support features of the Act will 
be to provide comparable long-range price supports for additional 
products. 

Since it was the apparent intent of this evening’s program to 
point toward future legislation, certain comments pertaining to 
the relationship between the two Houses of Congress seem in order. 
The 79 to 3 support of the Senate Bill 2318 and the unanimous 
support of the bill by vote of the Subcommittee and full Committee 
on Agriculture and Forestry all indicate the trend of Senate 
thinking relative to future argicultural legislation. The guiding 
principles or essentials of a long-range agricultural policy likely 
to direct legislative action in the Senate are set forth in Senate 
Report 885. These received enough consideration so that one may 
believe that they will not be lost sight of by the Senate Committee 
on Agriculture and Forestry. Also, it is likely that the policy state- 
ment in Senate Bill 2318 which was dropped in conference is now 
well fixed in the minds of the aggressive agricultural leadership of 
the Senate. One need not draw heavily upon his imagination to 
recognize that if the House had accepted Titles 3 and 4 of the 
Senate Bill 2318 dealing with farm price supports without insisting 
upon a year to 18 months of high supports, the Senate might have 
been willing to make some concession in the future relative to the 
reorganization of federal agencies and conservation legislation 
originating in the House. However, it would appear to a layman 
that following the insistence of the House for high price supports 
that the Senate will have no compunction in attempting to have 
at least equal weight with the House in framing future farm legis- 
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lation. Possibly the Senate will receive more executive support 
than the House based upon the past session’s accomplishments. 
It is idle to predict just what might happen with regard to any at- 
tempt to lower the high farm prices supports prior to January 1 
or July 1, 1950. Certainly at the time the legislation was passed 
the high level of 1948 production of corn, wheat, and cotton as 
now estimated was not foreseen. The House Agricultural Commit- 
tee is likely to find itself confronted with dissatisfied farmers 
and consumers with the price of farm products supported not too 
successfully at heavy public expense and on a basis not approved 
by the public. Difficulties are likely to arise with these three basic 
commodities and with potatoes. There would appear to be little 
need of high price supports for most of the Steagall commodities 
during the next year or longer because the supply of animal prod- 
ucts in particular cannot be increased materially in a short space of 
time. The reduction in livestock production from the wartime peak 
is not surprising when one considers the relative price supports 
provided by the Steagall Amendment and the scarcity of farm 
labor and feed. The evidence is increasing that desirable changes 
in production are most likely to occur when prices clearly reflect 
the relative supply and demand for farm products. 

In conclusion, there are a few claims that can justly be made 
for the long-range price support provisions of the new agricultural 
legislation* 

1. The flexible price support feature of the Act should make 
supply and demand the major guides to farm production. 

2. The revision of parity prices will tend to give encouragement 
to the production of livestock, which will aid in disposing of burden- 
some grain supplies and indirectly encourage better human nu- 
trition. 

3. The minimum support level for basic commodities and other 
commodities within the limit of the available funds should prevent 
ruinously low prices. 

4. The judicious use of Section 32 funds, made available for 
price support operations, should materially aid in stabilizing prices 
of other than the basic commodities and should encourage better 
human food habits. 

5. Assuming the price support program becomes operative at 
both high and low support levels, it assures farmers a larger return 
for a large production of basic commodities than for a smaller 
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production, and this helps assure consumers an abundant pro- 
duction* 

6. When other means fail to keep production within bounds it 
provides for production and marketing quotas if farmers want 
them. 

7. The 50 percent of parity price support if farmers vote against 
controls avoids coercing farmers into accepting controls as would 
be done if all supports were withdrawn when farmers vote against 
controls. 

8. Finally the Act leaves even the level of price supports to the 
discretion of the Secretary of Agriculture, but a wise Secretary 
would not depart from the price supports provided in the Act ex- 
cept in real emergencies. 



FOOD SUPPLY PROBLEMS 

Chairman Sherman E. Johnson, Bureau of Agricultural Economics 
WORLD POPULATION TRENDS* 

CONBAD TaEUBER AND IrENE B. TaEUBER 

V IEWING with alarm is almost as characteristic of demog- 
raphy as of the “dismal science*’ of economics, for each 
generation tends to project the rates of population change that 
then exist into the indefinite future and to foresee dire consequenc- 
es therefrom. With Malthus’ famed Essay on Population there 
began a century and a quarter of demographic pessimism, even 
though he wrote at the beginning of an era that disproved his 
gloomy forebodings for the Western cultural area in which he 
lived. In the recent mterwar years a new pessimism developed, for 
improved statistics and more powerful analytical tools revealed 
that current population increase was illusory and that population 
decline was imminent in the Western world. Population projections 
for Europe and the Soviet Union, published by the League of 
Nations in 1943, traced through to 1970 the effect of a continua- 
tion of the trends doward decline in fertility and mortality that 
had characterized the interwar period These projections indicated 
that, even in the absence of any losses from World War II, Europe 
excluding the U S.S R. would reach its maximum population by 
1960, and would then enter a period of slow decline, with a reduc- 
tion of about 1 % between 1965 and 1970. The decrease would 
come primarily in Northwestern and Central Europe which would 
grow slightly between 1940 and 1950 and by 1970 would have de- 
clined 4 % below the 1940 levels. Southern and Eastern Europe 
would continue to grow, though soon these countries too would 
follow the pattern of decline that seemed so obviously present in 
the remainder of Europe. In the U S. a careful set of estimates 
seemed to indicate the indigenous population growth would come 
to an end by the end of the twentieth century, perhaps as early 
as 1970. A number of European countries developed population 
policies to avert the threatened declines. In some countries mili- 
tarism dictated the drive to maintain numbers, while in others 

* Paper given at the Annual Meeting of the American Farm Economic Associa- 
tion, Green Lake, Wis , September 13, 1948 
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economic motives predominated This was the period when Keynes- 
ian economics united with population predictions to justify the 
maintenance of increasing populations In other guarters the ques- 
tionings of the future were based on the belief that cultures them- 
selves could not hope to survive if the people who were their car- 
riers failed to survive biologically. Pro-natalist population policies 
and programs were developed in countries with widely devergent 
political orientation, but in all there was deep scepticism as to 
whether any trend as deep as that toward population decline could 
be arrested, let alone reversed. 

Thus by the end of the first quarter of the twentieth century 
the Western world appeared to have resolved the dilemma which 
Malthus had posed at the end of the eighteenth century, though 
in doing so it had created problems equally grave. Food resources 
had increased more rapidly than population, thanks in part to im- 
proved production techniques, to increase in the available area, to 
an ever growing commerce with other parts of the world, and in 
part to a decline of rates of population growth 

Concern with the prospects of population decline would seem 
strange indeed to most of the world’s peoples, could they compre- 
hend the arguments. While Europe’s growth was slowing, the large 
populations of Asia, the natives of Africa, and the peoples of South 
America, were increasing rapidly The world’s population problem 
was illustrated dramatically m the reports of the 1931 and 1941 
censuses of India, which indicated that in a single decade its pop- 
ulation increase alone amounted to more than the total population 
of the United Kingdom. 

World War II, great catastrophe that it was, did not reduce the 
world’s population. Battle casualties were high in many countries 
In some the disruptions of war increased civilian mortality, and 
China and India suffered famines The victims of genocide num- 
bered in the millions. Forced population transfers, large scale move- 
ments of refugees, and the extension of the battle front to include 
civilians added still further to war’s toll. The total human cost of 
World War II, though large, cannot yet be estimated with even 
approximate accuracy. It is possible, however, to compile the of- 
ficial estimates of nations as to their own populations at compar- 
able time periods before and after World War II. Such a complia- 
tion, based on the years 1936 and 1947, reveals that the world’s 
population increased nearly two hundred million in the eleven 



WoRiiD Population Trends 


239 


years that included World War II and its aftermath of want and 
dislocation (Table 1). Half the reported increase is in Asia. The 
rates of increase for Central and South America are high, some 24 
percent, while Africa, Oceama and North America are reported to 
have increased by about 14 percent. In much of Europe, as in the 
Western world in general, war losses were mitigated by the relative 
maintenance of birth rates during the war and the extraordinary 
spurts in fertility in the postwar years. Europe’s net gain for the 
eleven year period was four percent. Official estimates for the pres- 
ent boundaries of the U.S.S.R. are not available, but the informa- 
tion that can be assembled indicates that some increase probably 
occurred there also 


Table 1 World Population: Provisional Estimates 
FOR 1936 AND 1947 
(Populations in millions) 


Area 

1936 

1947 

Percentage 

Increase^ 

Asia (excl postwar area of USSR) 

1,130 

1,236 

9 

Europe (excl postwar area of USSR) 

371 

384 

4 

North America® 

139 

157 

13 

Latin America 

123 

153 

24 

Oceama 

10 

12 

15 

Africa 

161 

184 

14 

World Total (incl all areas)* 

2,120 

2,320 

9 


^ Percentages computed before rounding. 

2 Excluding Central America 

8 Estimates contain an approximate allowance for the population of the postwar 
area of the USSR 

Note Estimates are based mainly on data furnished by the Statistical Office of 
the United Nations. 


The Trend of World Population 

Population increases have been a regular feature of the modern 
period In the pre-modern era population growth had been gen- 
erally irregular Normal death rates were high, and the population 
surpluses of good years were periodically wiped out by famine, 
epidemic, and war But gradually as economies expanded and 
statistics developed, the fact of a generally upward trend of the 
world’s population became indisputable, although the date of the 
beginning of the increase and its magnitude remain debatable. The 
most widely accepted estimates of the trends in world population 
from 1650 to the present are presented in Table 2, They indicate 




240 


CONBAD TaEXTBEH AND IeENE B. TaEUBEB 


GROWTH OF WORLD POPULATION' 1660 fO I960 

Population 



1650 1700 1750 1800 1850 1900 1950 


Fig.1 








World Population Trends 


Ml 


that the population of the world has increased approximately four- 
fold in the last three centuries, from 545 million in 1650 to 2,400 
million in 1950 Population doubled in the two hundred years from 
1650 to 1850, doubled again in the century between 1850 and 1950. 

Practically all paits of the world participated in the population 
increase of the modern period The most rapid rate of increase is 
that of the Americas, due to the coincidence of heavy immigration 
and high rates of natural increase. The increase for Europe is one of 
the striking phenomena of the period. During these three centuries 
Europe not only increased its own population six times but also 
supplied the bulk of the migrants to the Americas and Oceania 
Asia more than trebled in numbers to reach 1.3 billion people by 
1950. 

A simple projection of the rates of increase of the world or the 
continents into the future would be most fallacious, for as Table 2 
shows clearly, the rates of change of the world and its areas have 
been changing over time. 

Table 2 World Population Growth 1650 to 1950 
(Population in millions) 


Area 

1650 

1750 

1800 

1850 

1900 

1950 

Africa 

100 

95 

90 

95 

120 

194 

America 

13 

12 

25 

59 

144 

324 

Asia 

330 

479 

602 

749 

937 

1,270 

Europe 

100 

140 

187 

266 

401 

600* 

Oceania 

2 

2 

2 

2 

6 

12 

TOTAL 

545 

728 

906 

1,171 

1,608 

2,400 


* Including the Asiatic part of the USSR (population about 20 million ml897, 
about 40 million m 1939) 

Source Estimates for 1650 to 1900 from A M Carr-Saunders, World Popttlahon 
— Past Growth and Present T'lends (Claredon Press, Oxford 1936) figure 8, p 42. 
Estimates for 1950 are based mainly on data furnished by the Statistical Office of 
the United Nations 

Analysis of the dynamics of change in the various areas and time 
periods is clearly needed The factors at work may be illustrated 
by two contrasting situations that of the Western world, con- 
sisting primarily of Europe and Europeans overseas, where popu- 
lation growth has slowed so much that declines may occur m the 
near future, and that of the rice areas of Asia, where continued or 
even increasing rates of natural increase in already densely peopled 
areas offer a challenge to human engineering so great that many 
regard it as insoluble. 
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The Western World 

Tte modern growth patterns of the Western peoples is the re- 
sultant of a number of historical developments. The early results 
of the agricultural and mdustaial revolutions were decreases in 
mortality. The large family pattern which had been an essential 
element in group survival in the subsistence agrarian economies of 
the ancient and medieval worlds was not immediately affected. 
Later the changing pattern of working and living in urban indus- 
trialized areas, and the growing realization of the fact of mortality 
control, led to changing individual and group values. Agricultural 
innovations in the old world combined with the opening up of the 
large resources of the new world to provide the food supplies that 
supported continued increases in population. Industrial innova- 
tions brought increases in production and provided employment 
for a population that would have been redundant in the agriculture 
of the period. Samtary and medical advances brought under con- 
trol the diseases that had previously produced high levels of infant 
and adult mortality. In short, the whole process of modernization 
in the western world brought rising levels of living and new con- 
trols over mortality. 

Fertility was much less responsive to the new patterns of de- 
velopment, Gradually, however, new individual and group values 
developed in response to the changed conditions of working and 
living in industrialized and urban areas. The small family pattern 
became not only the ideal but also a goal realized by an increasing 
proportion of the population. Birth rates fell, first and most rap- 
idly in the cities, later in the surrounding rural areas, The modern 
increases in population were a function of the time lag between 
the control of mortality and the control of fertility. 

The control of mortality is achievable through increased and 
regularized food supplies, improved knowledge and application of 
the principles of health and nutrition, and sanitary and medical 
programs designed to control disease. Moreover, the limitation of 
mortality fits in which the major values of virtually all cultures. 
Death is generally abhorrent to the individual, as to the group, 
though there are widespread differences in the degree to which this 
is true Techmques and activities that are intended to prevent 
death and to prolong human life have generally triumphed with 
relative ease over beliefs and practices that they challenged. 
Furthermore, some of the major advances require relatively little 
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active participation by the individual. The application of DDT to 
large areas that were previously infested by insects or using large 
machines to clear the brush that harbors the tsetse fly require little 
more than acquiescence of the people affected Strmgent quaran- 
tine regulations to prevent the spread of cholera and plague do 
not require active participation of large segment of the popula- 
tion. Even immumzation requires only a small amount of activity 
by most of the individuals affected. And to a large extent the in- 
dividuals who resist such activities can still be the beneficiaries of 
the fact that the community as a whole sanctions them and par- 
ticipates in them. Religious sanctions generally are on the side of 
mortality control; on the whole, the great religions of the world 
have obliged their adherents to practice cleanliness and sanitation. 
The control of fertility, unlike that of mortality, involves deep 
transformation of human values and relatively complete reorien- 
tations of the role of women and the structure of the family. The 
conditions which tend to create a favorable psychological and 
moral climate to family limitations are varied They include such 
factors as a growing awareness of the potentialities for economic 
improvement and a desire for such improvement, a realization that 
control of mortality, especially of infact and child mortality can 
be achieved; the disruption of older family patterns that accom- 
panies industrial and urban developments; education, especially 
the education of women, and the growing tensions between the 
standards of living (representing the aspirations of people) and the 
levels of living (representing the actual achievements). 

The means by which such reduction occurs are not identical in 
all cultures They include an increase m the age at which women 
are married, especially a reduction in the proportion of teen age 
girls who marry; an increase in the employment of women outside 
the home; a high ratio of celibacy; and the spacing of births through 
a variety of techniques, some of which are generally accepted as 
“natural ” 

In the Western world, Ireland offers an illustration of family 
limitations within a cultural setting that is opposed to most tech- 
niques to limit fertility. In Ireland, where the fertility of married 
couples is relatively high, the rate of natural increase in the last 
70 years has been relatively low. This is due in large measure to 
delayed marriage; in 1941, three fifths of the women 25-29 years 
old were single, and even among women 45 years old and over one 
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fourth had never married. Despite the late average age at marriage 
the illegitimacy rate is very low. The result is that this largely 
rural country has birth rates that are consistent with those of other 
countries in northern and western Europe 

The Rice Areas of Asia 

The problem of achieving a new balance of deaths and births 
that shall secure eJEcient human reproduction without an over- 
production that threatens to negate economic progress is at once 
more and less difficult in the East than it was earlier in the West. 

The large family pattern is deeply rooted in the agrarian rice 
countries of Asia.^ Permanent rice agriculture within a given 
region requires the continuing cooperation of the generations in a 
stable pattern of relationships. The strong familial social structure 
which has such high group survival value in creating continuity 
and stability is also essential to individual survival. The cultiva- 
tion of rice by hand techniques has heavy seasonal requirements 
for labor, and these can be met within the traditional social struc- 
ture only by members of family groups. The population of a village 
or a region may be too large for the available resources in terms of 
western standards, but the individual couple without either the 
help of a larger family group or the labor of their children is in a 
hopeless economic situation. Here familial and group patterns 
throughout the area are oriented toward the reproduction of the 
population. Traditional behavior, the identity of past, present and 
future as an eternal and unchanging process, the repudiation of the 
deviant, the abhorrence of change, these are the psychological 
characteristics that have accompanied the familial social structure 
and in conjunction with it, have facilitated survival in the rice 
deltas for hundreds or even thousands of years. 

In a period of high mortality, high levels of fertility were es- 
sential to the survival of the group. Cultural changes, such as 
those involved in industrialization and urbanization create a cli- 
mate favorable to positive steps toward reduction of traditional 
fertility levels, as the rapid decline of fertility in an industrializing 
Japan has so clearly indicated In much of the western world in- 
dividual measures to control fertility run counter to religious and 

^ Irene B Taeuber in “Migration and the Population Potential of Monsoon 
Asia.” Milbank Memorial Fund, Postivar Prohlevis of Migrattm^ pp S-ll, and in 
"Trends of Population in Non-Soviet Asia,” Social Science 21 (4) . 306-809, October, 
1946 
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traditional values and may even meet with formal prohibition. 
There is no reason to believe that the Muslm, the Buddhist, or the 
Confucian religions would impose prohibitions on the use of con- 
traceptives as such, but the areas where they are prevalent are 
generally agrarian areas with strong familistic traditions In many 
of these areas a woman’s position in the family and in the commu- 
mty is rated by the number of sons she has. To be childless is a dis- 
grace. Moreover, in these areas there are economic and other 
limitations to the utilization of conventional contraceptive de- 
vices. How quickly such values yield to considerations of personal 
health and well-being of mothers or to other criteria for establishing 
a woman’s position in her community is not easily predicted. But 
although infanticide is no longer widely practiced, methods for 
inducing abortion are found in virtually all cultures. Moreover, the 
resort to techniques, such as prolonged breast feeding of infants, 
which are believed to reduce fertility, is so common in all parts of 
the world as to suggest that other means would also be applied if 
they become readily available. What might happen to birth rates if 
a simple, inexpensive and effective contraceptive were to be placed 
within the reach of the world’s large agrarian populations can only 
be guessed at the present time. In most high fertility areas, there 
already are some social groups which effectively control their fer- 
tility. 

Growth Potential of Regions 

A description of the growth of the world’s population by conti- 
nents and a contrast of two types of areas, the technologically ad- 
vanced and urbanized West, the backward and rural rice areas of 
Asia does not adequately portray the wide variations in demo- 
graphic characteristics of the countries of the world. Actually, the 
world’s peoples may be regarded as occupying a continuum from 
the relative population stagnation of uncontrolled fertility and high 
mortality to the population decline that ensues when births are 
inadequate to maintain numbers even under maximum conditions 
of controlled mortality. 

One fifth of the world’s population lives in areas in which the 
shift from high mortality and high fertility to low mortality and low 
fertility is largely completed. Despite large wartime and postwar 
increases in fertility in some of these countries, the control of fer- 
tility is firmly established in the value systems of these people. 
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In fact, the recent increases in fertility reflect the extent to which 
controlled fertility responds to economic and social changes. Rela- 
tive stability in numbers during the latter half of the twentieth 
century appears the most likely prospect though there may be 
some actual declines. These are the economically advanced indus- 
trial and urbanized nations, including all Europe except the ex- 
treme east and south, the United States, Canada, Australia, New 
Zealand, and the white population of South Africa. 

Another fifth of the world’s population lives in areas which are 
well advanced in the demographic transition from high to low fer- 
tility but appear likely to continue to increase their number at 
relatively rapid rates in the next generation or two. These areas 
include the U.S.S.R., Japan, Eastern and Southern Europe and 
parts of Latin America. Wartime population losses may temporarily 
lead to measures to stimulate or retard the rate of its decline, but the 
long time trends toward lowered fertility are likely to be continued. 

Three fifths of the world’s population lives m areas where famines 
and epidemics, chronic malnutrition, and debilitating diseases are 
major forces in controlling population numbers. The people of these 
areas generally have high levels of fertility, high levels of mortality 
and therefore a potential rate of population growth which is very 
high. As these areas achieve greater political stability, improve 
their agriculture, develop industry, and secure minimum standards 
of epidemic control and famine relief, mortality levels will probably 
be reduced. These areas include most of Asia, except Japan; Africa 
except South Africa, and parts of Latin Amenca. 

The Prospects 

Today the world’s population is increasing at approximately one 
percent per year. It may be slightly more; it may be considerably 
less. Many of the statistics, especially those for areas which appear 
to be growing rapidly, are open to considerable doubt. As improve- 
ments are made in the completeness and adequacy of a statistical 
series, differences between current and earlier levels are easily 
exaggerated. This can and does affect many of the population statis- 
tics that are currently in use. However, caveats on the interpreta- 
tion of numbers that are put forward by countries as intelligent 
could not alter the fundamental fact that the increase of the world’s 
population is continuing and sizeable Moreover, the three fifths of 
the areas in which fertility control has not yet been widely adopted 
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is making rapid strides in the direction of takmg one of the major 
steps in mortality control, namely the control of infectious diseases. 
To what extent there will also be an increase of political stability, 
thus favoring agricultural and economic development, remains to 
be seen. 

Projections of the future populations of Asia, Africa or parts of 
Latin America is not possible on the basis of demographic history 
alone, nor on the basis of the theoretical rates of growth. Neither 
the analogy of the experience of the industrialized west or of an 
industrializing Japan are any reliable guide to the future of these 
regions. In the industnalized west the transition from high mor- 
tality and high fertility to low mortality and low fertility required 
approximately 300 years; Japan carried through a similar process 
of industrialization and urbanization that should terminate the 
period of growth in less than a century and half. But in Asia, very 
large numbers would be added if mortality falls as rapidly as it has 
m other areas and the process of the diffusion of the small-family 
pattern from the city to the countryside proceeds as slowly as it 
has in other areas. In the case of China, for example, it has been 
estimated that if the declines in mortality and fertility were to 
duplicate those in Japan between 1870 and 1940, the Chinese 
population would reach one billion by the year 2000. 

Pood supply is obviously one of the major factors in current 
levels of mortality, and in the prospects for rapid extension of mor- 
tality control. In terms of the* prewar situation the relationship 
was quite clear.^ Half the world’s total population then lived in 
countries which had available less than 2250 calories per person 
per day at the retail level, and over ninety percent of these people 
lived under conditions that produced crude death rates of 30 per 
thousand or above; at least three times as high as the 1947 rate in 
the United States. The exceptional ten percent of this group are 
accounted for either by the fact of better balanced nutrition in 
spite of lower calories values or through the extension of modern 
health and sanitation programs imposed from the outside, as in 
Formosa, Korea, Philippines and Puerto Rico At the other ex- 
treme, so far as food is concerned, is that less than one eighth of 
the world’s population for whom food available at the retail level, 
if evenly distributed, would have provided 3000 calories or more, 


® “Food, Income and Mortality,” Population Index 13 (2) 96-103, April, 1947 
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per person per day. In all those countries but one, the death rates 
were below 15. Between the upper eighth and the lower half, there 
IS a wide range of conditions both of nutrition and of mortality. 
Here too there is some freedom of decision, in the sense that at a 
given food level and health, social and educational policies may be 
adopted to control mortality if the people so wish. This group also 
includes a wide diversity of economic conditions, ranging from those 
still largely dependent on subsistence agriculture to the semi-indus- 
trial and industrialized countries. 

Two major elements in the western European transition from 
high mortality and high fertility to low mortality and low fertility 
are not likely to be repeated as the similar demographic develop- 
ment takes place m other parts of the world The one is the large 
scale emigration to unoccupied areas — then the Americas and 
Oceania — ^which came at a time when population was growing 
rapidly due to the more rapid reduction in death rates than in 
birth rates The other is the expansion of the resources base through 
exploration and colonial development. Today it is difficult to visual- 
ize a situation in which large surplus areas could produce and ship 
enough foodstuffs to fill the gap in the needs of the densely popu- 
lated deficit countries Increasingly feeding the native population 
in exporting countries constitutes a first claim on available supplies. 

These areas can be counted on insofar as the application of scien- 
tific methods provides a far greater output than has hitherto been 
available. Then they might provide a surplus for export over and 
above satisfying the needs of improved living levels of the native 
workers. That is the assumption underlying some of the current 
large scale development programs in Africa and Latin America. 

Changes in the “state of the arts’* are obviously a major factor in 
any consideration of the relation of population and resources To 
project demographic calamity on the basis of present population 
trends assuming that the “state of the arts” remains static is to 
overlook the history of the last three hundred years. Neither can 
projections safely be based on the easy optimism of the interwar 
decades in which it was assumed that fears of over-population 
and the resultant disaster would be proven wrong within a short 
period of time by some immutable “progress of the arts.” 

The limits on the world’s supply of good soil and water must be 
reckoned as a hard fact But there are social facts which are equally 
real. And one of the major social facts is that no responsible govern- 
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ment will voluntarily reduce its population numbers. Prime Minis- 
ter Nehru of India at the opening of the recent meeting of the 
Econoimc Commission for Asia and the Far East expressed the 
situation in the following words. “A great deal has been said about 
the population of India and how it overwhelms us and we cannot 
solve any problem at all till this Indian population is checked or 
decimated. I have no desire for the population of India to go on 
increasing. I am all in favor of the population being checked, but I 
think there is a grave misapprehension when so much stress is laid 
on this population of India and every evil that India has is supposed 
to flow from this excess of population. I entirely disagree with that ” 

Whether the motivation is national pride, the basic desire for 
national survival, or a desire for manpower to fill potential military 
needs, voluntary decline of a nation^s population does not seem 
likely. It IS almost an inevitability that any nation which is faced 
with decline will take drastic steps to correct the situation More- 
over, governments will continue to be concerned with finding the 
resources needed to supply their peoples with basic necessities. 

There appears to be little possibility for minimum living within 
agriculture for the increased population that would result in Asia 
and Africa from the introduction of the agricultural improvements 
necessary to adequate nutrition and other elements of living. There 
must be rapid transfer of people from agricultural to non-agricul- 
tural employment If industrialization occurs and if population 
growth follows the patterns of areas that have undergone such a 
transition, fertility will fall as urbanization and its correlated 
habits of living and thinking are accepted by increasing numbers. 
These processes are almost certain to occur, but the real demo- 
graphic need in Asia is to devise ways by which the diffusion of the 
small family pattern among the peasants may be quickened. 

The problem is not alone agricultural, susceptible to solutions 
within the framework of agriculture. Land resources everywhere 
are limited, and population pressure on the land is itself one of the 
major depressants of agricultural productivity. Rural over-popula- 
tion means rural underemployment and inefficiency. Human abili- 
ties stagnate during a large part of the year and the rewards for 
human labor fall far short of what they might be. Unless some way 
is found of reducing the number of people trying to gam a livelihood 
from an underdeveloped agriculture, the way to achieving desirable 
levels of production and nutrition may be barred. 
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The future population growth of any area is inextricably bound 
up with its economic and social resources and characteristics and 
the rates at which they change. To neglect any element in that 
complex of factors would lead to errors in projections into the fu- 
ture, and yield results that are too “optimistic” or too “pessimistic” 
as the case may be. 

The increase m political self-consciousness of some of the rapidly 
growing population groups means that among their claims will be 
an urgent one to secure the maximum possible results from the 
opportunities which modern science and technology have to offer. 
Developing the opportunities that he ahead calls for rapid large- 
scale developments of agriculture, industry and trade, and educa- 
tional and other services, and requires large investments of capital 
and technical skills. This new situation, if it eventuates, may so 
quicken social change as to reduce drastically the length of the per- 
iod in which the gage between declining mortality and a still high 
fertility produces rapid population growth Half measures and ef- 
forts at amelioration are not enough. They are likely to serve in 
the future, as so often in the past, only to increase the numbers of 
the poverty stricken and ignorant. Demographic catastrophe is 
not necessarily the outcome of the forces now at work, but it may 
be the result if the problems are not faced and attached squarely 
and realistically. 



FOOD PRODUCTION POTENTIALITIES AND 
PROBLEMS* 


Chables E. Kellogg 
United States Dejiartment of AgncuUure 

F ood for everyone might not insure peace. People long for 
other things, some good and some bad So we cannot be sure 
But we can be reasonably sure of the opposite. Without suflScient 
food for the population of the world peace is uncertain, indeed un- 
likely. No group nor region can expect security while others dread 
the very approach of another day of hunger 
Can the people of the world feed themselves? The question has 
many facets First, is there enough good soil on which to raise the 
food? Or have we reached the limit in area, or in productivity per 
acre, or in both^^ Even if theoretical answers to these questions are 
favorable, could the materials and skills of modern technology be 
developed in the right places? Would farmers become virtually 
slaves m the attempt? Are the economic and political obstacles 
msurmoun table anyway? 

These questions are too broad and too complicated to be an- 
swered precisely with the data and experience available. Yet we 
must try to approach answers — to reach some first approximations, 
else we shall be unable to set even ideal goals or to measure our 
own ability to achieve them 

Just now I want to discuss primarily the physical and biological 
aspects of the production problem In those terms alone, could we 
feed the world? 

First, let us take a general view of the world’s land supply. A 
large part of the land area of the world cannot be cultivated : Around 
11% has everlasting snow and ice, some 4% is tundra; about 16% 
is in the high mountains; and another 17% is desert or semi-desert.^ 
These inhospitable landscapes make up nearly one-half of the 
land area of the world Yet even these lands are not unimportant 
agriculturally. Many spots of desert and semi-desert are irrigated 
with water collected from the high mountains. Besides, semi-deserts 
and mountains furnish grazing of significance. 

* A paper given at the Annual Meeting of the American Farm Economic Asso- 
ciation, Green Lake, Wisconsin September, 13, 1948. 

^ L I. Prassolov, Soil Types in the Agnciiture of Different Countries^ Pedalogy 
(Moscow) 69-76, No 2, 1946 


251 



^52 


Chables E. Kellogg 


Nor is the other one half of the world’s land all good soil, not by 
any means Some areas are too sandy, too stony, too salty, too 
hilly, or two wet for cultivation. We cannot add up precisely how 
much is suitable for several reasons. First of all, detailed soil maps 
are available for only a small part of it Indeed, we cannot say that 
we even yet have entirely reliable sample surveys of the great areas 
of tropical soils. Secondly, the use of land for agriculture depends 
on the state of the agricultural arts and these, in turn, depend upon 
the transportation and industrial facilities of the same region. 
Above all, any estimate must be based, consciously or unconsciously, 
on some economic assumptions It is physically possible to grow 
crops almost anywhere. Dykes may be built, water may be piped 
long distances; stones can be removed, mountainsides may be 
terraced. On the other hand, all use of land for crops requires at 
least some work and materials. So even if we had complete data 
and had all the soils of the world arranged in some descending scale 
of productivity according to response to management, a line above 
which we should regard them as arable and below which we should 
call them non-arable would move with changmg economic condi- 
tions. 

Now something less than 10% of the total land area of the world 
is cultivated. This separation between cultivated and non-culti- 
vated land is even a little vague and equally reliable estimates 
vary widely. We may move by gradual stages from very intensive 
cultivation under glass and in gardens, through general farming to 
extensive farming with fallow, and almost imperceptibly to the 
nearly wild grassland, savanna, or forest. 

In the temperate regions of the world the better sods are nearly 
all occupied, of course, not all of them. We could expand consider- 
ably here in the United States. But the areas of poor soil now used, 
which are not sufficiently responsive for minimum standards of 
farm income, partly offset the potential unused areas. 

But north of the temperate region, the cool-temperate Podzol 
region, only about 1% of the soil is cultivated.^ The great areas of 
these soils are in the Northern Hemisphere — ^in northern Eurasia 
and northern North America Although they make up some 9% of 
the land area of the world, only an exceedingly small part is culti- 
vated. If we assume, on the basis of experience in Scandinavia and 

® For more detail on the origin of these estimates see Robert M Salter, “World 
Sod and Fertilizer Resorces m Relation to Pood Needs,’* Science p 533 105 1947 
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elsewhere, that only 10% of these might be brought into cultiva- 
tion, we should have 300,000,000 acres of new arable land. At least 
when first cultivated, these soils would not be so fertile as those of 
the temperate region but experience has demonstrated that they 
can be developed for dairying and for potatoes and other vegetables. 

Of far greater importance are the great areas of tropical soils in 
Africa, South America, Central America, southeastern Asia, and 
the Pacific Islands. The most important areas of tropical soil now 
in use for crops lie in southeastern Asia, India, and some of the Pa- 
cific Islands. In the southern part of the United States excellent 
use is made of soils in a warm-temperate humid climate that are 
somewhat related to those of the tropics. Here and there in both 
Africa and South America tropical soils are in use but the great 
resources of tropical soils in these continents are hardly more than 
touched If only 20% of the unused tropical soils in the Americas 
and Africa alone were brought into cultivation somewhere around 
900,000,000 acres of arable land might be added to the total. To 
these potential areas, it is conservative to add another 100,000,000 
acres of tropical soil in the great islands like New Guinea, Mada- 
gascar, and Borneo. 

We may get some notion of the potential productivity of this 
billion acres of tropical land from experience in the Philippines An 
estimate .based on that experience would be on the conservative 
side and would not take account of the great potential increase in 
efficiency of production that would result from the application in 
the tropics of modern science, comparable to what has occurred in 
the temperate regions over the past 100 years. The experience of 
Finland may serve as a guide to the potentialities of the Podzols 
Of course, some classes of products could be increased far more than 
others, but generally the additional production from those lands 
would permit us to more than meet most items in the world food 
needs for 1960 as estimated by the Pood and Agriculture Organi- 
zation of the United Nations, although a few would be short. 

This is a lot of land — ^1,300,000,000 acres. Probably the estimate 
is either too low or too high. That will depend a great deal on eco- 
nomic conditions when a more accurate check is possible. But I 
must emphasize that these are “difficult” acres. Very little new soil 
is simply waiting for the plow. Most of it requires cleai’ing. Most 
of it is off our present routes in the interior of continents or away 
from good harbors. Roads, electric power, medical facilities, and 
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local industry must go along with agricultural settlement. All these 
soils will need careful management. Many acres will need terraces, 
levees, partial drainage, or supplemental irrigation. A large part 
will require lime and fertilizer from the very start. It will take more 
than ‘‘free enterprise’’ in the breast and a plow in the covered wagon 
to settle these acres. But planned settlement can be successful. 

But do we need all this new land? Besides the new land what can 
we do with what is already under the plow? Careful estimates made 
cooperatively by the Department of Agriculture and the Land-Grant 
colleges indicate that it would be entirely practicable to increase 
agricultural production in the United States by about 20% on 
most items and higher than that on several, under economic con- 
ditions of nearly full employment. Considering the relative state 
of the agricultural arts in the various countries of the temperate 
region, at least equivalent percentage increases are possible in the 
rest of them — ^possible from a physical and biological standpoint, 
assuming an economic system in which farmers may operate effi- 
ciently. Thus without the new soil, the food needs of the world 
could be met for cereals, roots and tubers, and sugar But some new 
soil, or further increases in yields beyond those assumed, would 
be needed to supply a bit more fats and oils, and much more pulses 
and nuts, fruits and vegetables, meat and milk. 

These two together — the potential new land and the increases 
demonstratably possible on land now being farmed — could give us 
food significantly beyond that needed for the estimated world 
population of 1960. 

Such estimates are very optimistic in one sense and probably 
still too low in another. They indicate what could be done with 
present knowledge the political and economic barriers to effective 
soil use were somehow removed. At the moment, this “if” may 
seem to call for miracles of education and statemanship that few 
expect. 

Yet even these estimates take no account of entirely new tech- 
nology. They merely assume a general acceptance of existing tech- 
nology to the same extent already used on many farms and in 
many communities Yet we know that the efficiency of farm produc- 
tion has been increasing at an accelerated rate for many years. 

In the temperate regions, especially in Western Europe and the 
United States, people have taken more or less for granted a steady 
increase in agricultural efficiency resulting from modern science. 
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Did you ever stop to think what would happen if all the people 
left the United States for 50 years? When they came back how 
many of our cultivated plants and domestic animals do you sup- 
pose they would find? Very few indeed. Most of the superior strains 
would be gone With luck, they should find a few specimens here 
and there from which scientists could begin a breeding program all 
over again — a program that would take years even with modern 
techmques. That is, our agriculture has been built up to a high 
level far above that of the natural environment. 

In Europe the effect of science began to be felt m agricultural 
production in the eighteenth century. Efficiency steadily rose during 
the nineteenth century, and even up to the present time, except 
as interrupted by the terrible wars of the twentieth century. In 
Europe, these increases are even clear in the yield records, to say 
nothing of input-output ratios. 

In the United States yields did not rise markedly, except for a 
few items, until fairly recent years. There are several reasons for 
this First of all, land was plentiful and labor was relatively expen- 
sive Alert farm managers were, and are now, concerned as much 
with reducing inputs as with increasing outputs A large part of 
the improvements was designed to reduce labor even at some sacri- 
fice of total output. Then during the latter part of the nineteenth 
century and the beginning of the twentieth century, when agricul- 
tural science was developing rapidly, we were bringing into use 
millions and millions of acres of new land in the sub-humid and 
semi-arid regions where yields are normally low. Thus increasing 
yields on the well-managed land of the hurmd regions were offset 
by the lower normal yields in the semi-arid regions. Further, many 
of our plant breeding programs were concerned with increasing the 
areas for important crops rather than increasing the yields of those 
crops in a fixed area Take corn for example. See how varieties 
have been developed for areas that formerly grew little or no corn 
Now our farmers have many more choices than they did 50 years 
ago. But despite these strong influences there have been significant 
mcreases in average yields of several of the major crops m the most 
recent years. 

When we look at the matter in terms of efficiency, however, the 
situation is more clear ^ Between 1800 and 1940 the number of man- 

* See M R Cooper, G T Barton, and A P. Brodell, Progress of Farm Mecha- 
nizatwn U S D A. Misc Pub 6S0 Washington 1947 



256 


Chables E. Kellogg 


hours required to produce 100 bushels of wheat dropped from 373 
to 47 The comparable figures for corn are 344 to 83, and we know 
of the great improvements since 1940. The man-hours for a bale 
of cotton dropped from 601 to 191 between 1800 and 1940, and we 
know that they are dropping more rapidly now According to recent 
estimates, one farm worker supported about 4| other people in 
1820. And 1820 is not the begmmng point by any means, agricul- 
ture was much more efloicient in 1820 than m 1700 While by 1930 
the figure was about 11, by 1940 it was 11.3, and m 1945 it had 
reached 14.5. 

In other words, modern science has not only increased our eflS- 
ciency but is doing so now at an accelerated rate. Will it not con- 
tinue?* Certainly And how about the tropics which hasn’t even 
yet a soil science of its own, let alone technology. In fact, there 
exists now no general research institute in the tropics dedicated to 
research m fundamental soil science. There is no reason at all to 
suggest that present results in the tropics, or m the far north for 
that matter, with technology imported from the temperate re- 
gions, are even partially indicative of the future. Soils in the topics 
are so different from those in the temperate regions that technology 
can be transferred only to a limited extent. 

We in America take our efficient agriculture for granted, at least 
that one-third of it which is efi&cient. We have failed to appreciate 
fully the direct effects of science and technology. But the indirect 
effects of technology, through the parallel rise of industry, are even 
less commonly apprecitated. Without industry one cannot expect 
highly efficient farms The only exceptions are in the few highly 
developed areas that are closely bound to an industrial base, lilce 
Hawaii, or like Java before the war. 

Efficient farming involves machinery, fertilizers, insecticides, 
fencing, medicines and similar supplies, and often huge dams for 
irrigation, flood control, and electric power. These are essential 
for production to say nothing of the living needs of country people. 

That needs for these thmgs exist in agricultural communities of 
subsistence farmers is generally known But do we know exactly 
what machines, what fertilizers, and what plant varieties to recom- 
mend?* We do not, not unless the necessary research has been done 
on the precise soils or very similar soils elsewhere Transfers of 
technology can be made from one area of soil to another area of like 
soil, but only imperfectly to a different soil. Fundamental soil 
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science is, of course, universal. But in the applied phases, as we 
come closer and closer to the actual practices used by farmers, the 
greater is the difference among unlike soils Nor can we yet boast 
of a symmetrical fundamental soil science, not until we have far 
more research outside of the temperate regions. 

Still we do know a lot about soils and how they can be managed 
for optimum production Even if we could predict the management 
requirements of all the thousands of soils in the world for efficient 
use, what then? In new or backward countries the materials for 
modern farming can be supplied partly through trade. But aside 
from trade barriers and political difficulties, two things block much 
progress along that line First, a poorly developed agricultural coun- 
try has difficulty in selling enough, or in getting credits enough, 
for importing what is really necessary in efficient farming systems. 
Second, what of the extra rural people — ^people left over as a com- 
munity goes from subsistence to efficient farming'^ The country 
must either have great resources of new soils for rapid settlement 
and agricultural expansion or have other new employment for 
these people. 

Thus it seems that no matter where we tackle the problem of 
backward agricultural areas, we soon run into this intimate rela- 
tionship between agriculture and industry. Where I have seen back- 
ward areas from the Yukon to the Congo, and across Asia, these 
two must develop together. Industry needs food and raw materials; 
farmers need industrial products. High levels of health and educa- 
tion are essential for efficiency in both In countries where people 
die young, efficiency is bound to be low. The percentage of a man’s 
life when he is able to work is just too small And he must have a 
job to work at with enough tools and enough acres 

To accomplish this expansion of industry is much more easily 
said than done, and done in a way that will benefit the workers and 
farmers rather than exploit them for outside interests. 

Should we be able to see suddenly, tomorrow, efficient agriculture 
throughout the world, the pattern would be very different from 
place to place. It would be generally known — not known by just a 
few — that practices good in one place can be ruinous in others. It 
would be known that those practices that build up soil productivity 
to an efficient level, and maintain it there, also give the most efficient 
production over a long period. Erosive lands would be under a protec- 
tive cover — ^not only a protective cover but also a productive cover. 
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This is a distinction that many of our emotional conservationists 
fail to make. Of course, we agree with them that we need a protec- 
tive cover on the soil, but farmers must make a living — ^we hope a 
much better living than they have had. Thus the protective cover 
must be a more productive cover than the one before This means 
full utilization of all our knowledge of fertilizers, tillage machinery, 
drought-resistant and disease-resistant varieties, adapted breeds of 
livestock, and similar practices Proper rotations of crops for ex- 
ample, are more important in soil maintenance than the simple 
mechanical devices for immediate water control. 

Parm organizations and community patterns, as well as the indi- 
vidual practices, will vary enormously among the great soil regions. 
Then, too, what people have to do because of the soil somewhat 
affects their social customs and ideas, just as their ideas influence 
their practices and organizations. 

Such an ideal world of an efficient agriculture would have plenty 
of variety in living ways as well as m technology. Uniformity would 
be impossible; but such differences rather than leading to war, 
would provide interest and stimulation. 

Even a fellow like myself needs to admit that such an ideal world 
is a long way off. The real world is still more varied. Even on the 
same kinds of soil, people have approached optimum efficiency 
at different rates. Some communities may begin with a pattern of 
ideas and social customs in which technology is quickly accepted. 
Others have a different pattern and some painful adjustments will 
be needed along the line So to the variations of geography must be 
added those of history 

Can we have an efficient agriculture to meet the food needs of 
the world? Insofar as he can answer, the soil scientist must give an 
emphatic “yes ** As far as resources and technical knowledge are 
concerned the upper limit is somewhere above the present food needs 
of the world, probably a long way above. How far we cannot say. 
The cultural developments that would accompany the developmem 
of these resources might be associated with declining birth rates, 
but, of course, this is a question for population experts. And these 
reckonings take no account of the real likelihood that science may 
soon know How to make at least simple foods, like common sugar, 
synthetically 

How can all of this be brought about No one can set down a de- 
tailed plan When the answer is found, it will be seen to be made 
up of many answers Because so many things need doing at once. 
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Effort toward the goal of abundant food must not prevent or 
hinder the reaching of other important goals nor should the other 
values of mankind be destroyed. We must beware of slogans Food 
production must be efficient so that farmers have good incomes and 
can live well — all farmers everj^here. Near the farms must be 
efficient industries. Above all, if the new world is to be worth work- 
ing for and living in, the liberties and opportunities of individual 
men and women must expand. 

(1) The people m each community — a country or a distinct area 
within a country — ^must learn to help themselves, not by simple 
neglect, but through whatever programs or devices that need to be 
used. Improvements that people follow blindly without understand- 
ing can lead to short-time spectacular results But collapse, or 
tyranny, or both, are likely unless individual responsibility keeps 
pace with both understanding and need The slow way of helping 
people develop their own skill and understanding is, I believe, the 
fastest way to lasting accomplishment Many roads lead to tyranny 
and one must always suspect the quick pictures of ‘‘before and 
after.'’* 

(2) Education is essential. Nearly everyone seems to advocate it; 
yet progress is painfully slow Maybe it is said too easily; certainly, 
we expect too much from too little. Millions neither read nor under- 
stand the common European languages. Americans expect too much 
uniformity Of course men hold certain eternal verities in common, 
but people have different ways of thinking and different ways of 
doing things. Some of these differences are necessary; others are 
mere matters of taste. We need to learn better how to help other 
people achieve a better life of their own without wanting to change 
them. 

(3) Exchanges of knowledge between countries can go a long 
way, 'provided^ and only pro^^ded, that full account is taken of con- 
ditions from place to place. Some industrial processes, like nitrogen 

Ration, can be used over a very wide range of places. Most soil 
management practices are specific in their adaptability. That is, 
we need to use narrowly defined groups of soil types as a basis 
for many exchanges of agricultural technology; for others we may 
use broadly defined groups. 

Then too, one technology often depends upon another, until we 

* Many sources may be cited but none makes the point more clearly than Chnsl 
stopped at Eholi bv Carlos levi Translated from the Italian by Frenaye, Frances. 
New York 1947. (Penguin edition, 1948). 
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find ourselves dealing with a complex pattern of inter-dependent 
resource uses. Programs for the solution of this kind of problem we 
have lately come to know in America as the ‘TVA idea.’’ This 
idea will have an increasingly wide application as technology ad- 
vances. 

(4) The need for freer trade is obvious. The whole apparatus of 
international exchange, credit, and finance is vital to the efficient 
use of resources and to the necessary import of tools and materials 
by people beginning to improve their farming and to develop 
their industry. But to buy they must sell in a fair market Trade is 
so important that without fair trade, I fail to see how the goals can 
be reached But trade alone is no panacea; there must be a great 
deal besides. 

(5) Above all, I should emphasize scientific research, not just 
applied science or technology, but fundamental research Possibly I 
over-emphasize science. If I do (and I do not admit for a moment 
that this is so) I may be excused because fundamental science has 
been so badly neglected in discussion of this problem relative to 
technology, trade, and education. Then too, it is among the verities 
of fundamental science that men find greatest agreement. The 
language of science is universal. And it is from fundamental science 
that technology and invention arise 

Only a little agricultural technology can be transferred from Eu- 
rope and America to the tropics but the principles of scientific 
theory can be transferred. The great need in the tropics now is for 
fundamental research No first-class institution for such research 
exists today. Technology appropriate to the tropics must arise on 
the basis of fundamental research within the tropics. 

A new agricultural research program for Alaska is just beginning. 
The Soviet Union had begun work in the Arctic sometime ago. 

In the newly developing countries, rather than simply having 
many highly specialized experimental stations, the need is for gen- 
eral research institutes with good scholars m all the principal fields 
associated together as in a great university Through helping start 
such institutes can America and Europe give a real impetus to the 
rise of civilization in the tropics, and at the only possible level, — the 
level of fundamental science where transfers can be made between 
regions and cultures. 

These suggestions are general, and the results lie far ahead. I 
should like to make some suggestions of things that could be done 
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immediately, right now, m addition to the program for fundamental 
research which should not be delayed another day. 

(1) Expansion of fertilizer manufacture and use would have a 
large immediate effect on crop production. For soils reasonably 
similar to those where fertilizer is now used effectively, good recom- 
mendations and yield predictions are available. On other soils re- 
results would be less certain but many economically good practices 
can be recommended today. Industrial plants forT:he manufacture 
of fertilizers could be built m fertilizer-producing countries imme- 
diately Some factories could be built in other countries needing 
fertilizer. Of course, the transportation facilities within some coun- 
tries would not permit getting fertilizer into all parts for some time. 
But additional millions of tons of food could be had from increases 
through the use of fertilizers, fertilizers that would cost less than 
the food would be worth. 

(2) Wide distribution can be made of seeds and planting stocks 
of proved superior kinds and varieties of crops outstanding for 
disease resistance, drought resistance, and high yield Enough is 
known about soil classification on a world basis to make it pos- 
sible to go far in this direction even though a perfect job cannot be 
done without more soil mapping. To a less but still important ex- 
tent superior strains of livestock can be spread rapidly, expecially 
through artificial insemination. 

(3) Programs for irrigation in promising areas could get under- 
way at once. The necessary soil surveys and engineering surveys 
may go on concurrently. Fortunately, some work is already under- 
way. Enough knowledge is available to isolate areas of potentially 
arable soils in rapid reconnaissance surveys and to follow these with 
detailed soil maps of the land to be irrigated as a basis for planning 
drainage, leveling, irrigation ditches, and farming systems Some 
likely areas are too far from transportation for immediate develop- 
ment. Emphasis can be given right now to those which can be 
reached conveniently. 

(4) Similarly, some of the great unrealized potentialities for 
hydroelectric power could be developed soon. Such developments 
are an essential part of any real agricultural improvement in the 
tropics. 

(5) Diseases and insects that destroy crops and livestock may 
be brought under control at once where methods have been worked 
out in similar environments. Control methods can be developed 
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for the rodents, insects, and rots that destroy food in storage and 
transit. 

(6) Immediate expansion could be made of facilities for pro- 
ducing agricultural machinery, including trucks, pumps, and small 
tools. The machines used in America and Western Europe are not 
everywhere adaptable. Research is needed to develop suitable tools 
for farmers changing from a primitive subsistance level to an effi- 
cient basis but many significant steps could be taken now. 

(7) Many useful simple illustrative pamphlets on the several 
phases of agricultural technology could be prepared now for use in 
under-developed countries. They should be adapted for use by the 
last man who can read in the chain between the heads of govern- 
ments, down through the officials and clerks in government agen- 
cies and trading companies, to the individual farmers. 

Progress toward an efficient agriculture depends more upon how 
much people want it than upon anything else. Perhaps we may say 
that first it depends upon how much people appreciate their inter- 
dependence Understanding of the problems of food and atomic 
energy should hasten the day 

The goal of abundant food in the world is by no means a hopeless 
one, nor can it be reached easily. Whether the people of the world 
should have enough food or whether they will have enough food are 
not scientific questions What soil science says is that if they want 
it, and if they are willing and able to develop the necessary social 
institutions, they may have it. 


DISCUSSION* 

D. Gale Johnson 
The Umverstty of Chicago 
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A synthesis of the two excellent papers presented by Mestrs. Taeuber 
and Kellogg leads to the following rather depressing conclusion: There is 
only a very small probability that the three-fifths of the world*s peoples 
that live in “areas where famines and epidemics, chronic malnutrition and 
debilitating disease” erupt periodically, will have a better diet by, say 
1J975, than they had in 1935 This is a gloomy prediction, yet the evidence 
in the two papers seems to me to support it strongly. 

I reach this conclusion despite Mr. Kellogg’s estimate that from a phys- 
ical and biological standpoint output increases are possible that will per- 
mit an important improvement in per capita diets during the next decade 

* A discussion given at the Annual Meeting of the Amencan Farm Economic 
Association, Green Lake, Wisconsin, September 13, 1948. 
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or two. Mr. Kellogg emphasizes that the physical and biological possibili- 
ties can be achieved only the political and economic barriers to effective 
soil use were somehow removed ” I shall try to appraise the important 
political and economic problems that may limit possible increases in world 
food output. 

The first set of economic and political barriers to increased food output 
is due to the geographic location of the new lands that may be developed 
for agricultural purposes. As Mr Kellogg notes the new lands “are off our 
present routes ” More specifically the new lands are far distant — ^in miles, 
in economic costs of movement and in pohtical control — ^from the peoples 
subject to the greatest population pressure Most of the hungry peoples of 
the world are in Asia Most of the undeveloped lands are in Africa and 
South America; important amounts may be found in northern Bussia, 
including Siberia, and in northern North America. The Asiatics are not 
now politically welcome as migrants into any of these areas Even if there 
were no pohtical barners to migration, the sheer magnitude of the neces- 
sary movement would seem to make it impossible A gigantic migration 
would be necessary to reduce the Asiatic population to a degree permittmg 
a significant improvement m the diet Indeed, it is doubtful if migration 
alone, without significant social, pohtical, and economic changes, that will 
reduce fertility, could occur fast enough to reduce the population m the 
more thickly populated parts of Asia The net effect might well be a reduc- 
tion in mortality with no change in the fertility. 

The second set of economic and political problems arises out of the neces- 
sity of industrializing the poorer nations If migration to the undeveloped 
lands is impossible, the poorer nations must look to trade or to improving 
their own agriculture as the means of improving their diet. Both trade and 
improvement of domestic agriculture depend upon industrialization The 
capital outlay for any significant industrialization of India and China 
staggers the imagination At pre-war prices the U. S. had an average per 
capita investment of $400 m manufacturing plants and steam railroads. 
This probably was no more than half of the total investment in our indus- 
trial machine, yet to achieve this per capita investment in China and 
India would require roughly $350,000,000,000. The huge numbers that 
are involved in the poorer nations constitutes a sigmficant drag upon the 
possibihties of improvement, even through industrialization. 

Even if the industrahzation process is seen in a more modest focus, it is 
not at all certain that political conditions in either Chma or India are 
conducive to the necessary capital accumulation. Incomes are so low as to 
place strmgent limits upon aggregate savings. Politically, China is so un- 
stable as to be unable to attract outside capital except as a gift from the 
United States, while the political division of India and the possibility of 
civil strife will make outside capital hesitant and available only at rela- 
tively high rates of interest. Other of the overpopulated areas are in a 
political turmoil, making it very difficult to attract capital. 

A third facet should be mentioned. Much of modem agricultural tech- 
nology does not economize land and thus increase output per acre. Its basic 
function IS to econoimze on labor, as Mr. Kellogg recognizes. European 
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agriculture, largely because it uses so very much labor, gets larger yields 
per acre than we do in the U. S The mechanization of European agncui- 
ture would reduce aggregate output Some land would have to be with- 
drawn from cultivation, while other land could only be farmed much less 
intensively than at present Much the same result might occur in other 
parts of the world. 

^Finally, it is not at all clear that there will be any significant increase 
in fertility control in the overpopulated areas of the world in the next 
quarter century, or for the next half century for that matter. If industriali- 
zation occurs at all, it will occur very slowly. The general change in values 
that accompany urbanization and higher incomes operate slowly to change 
viewpoints on family limitation This is one of the important points stressed 
by Mr Taeuber. Even though the trend toward industrialization and ur- 
banization will not reduce fertility for two generations or so, the impact 
upon mortality will be rather immediate Consequently it is not impossible 
that we will see a considerable improvement in sanitation, health facilities 
and related aspects of Western culture without any improvement in the 
diet. To a very real degree the history of the Philippines from 1900 to 
1940 reflects just that — an important amount of capital investment, sig- 
nificant improvements in health, and twice as many people in 1940 as in 
1900 having available to them no more than twice as much food in the 
aggregate During this slow transition to industrialization it is not at all 
clear that food supply can keep ahead of the rapidly increasing population 
due to maintained fertility and a mortality that can and does decline 
rapidly 

Is It likely that very much new land will be brought under cultivation 
in the next quarter century^ It seems to me that the answer is in the nega- 
tive. The economic cost of development is very high Unless the terms of 
trade are very favorable toward agriculture, there will be little incentive 
from an economic standpoint to make the necessary investments. And the 
terms of trade can turn in favor of agriculture only as one or more of the 
overpopulated areas become large importers of agricultural products. This 
in turn can matenalize only as a result of industrial exports due to a sig- 
nificant degree of industrialization Such is not likely to occur within the 
next quarter century. 

This leads to a final point Even if the world’s population is now increas- 
ing at a rapid rate, there is no evidence in what Mr Taeuber presents to 
indicate that the countries making up the Western Trading World are 
likely to long have an expandmg population Consequently, three-fifths 
of the people of the world may have senousiy inadequate diets while at 
the same time the terms of trade may be very adverse for farmers in the 
Western Trading World. The supply of food in this area will continue to 
increase with technological developments. The only important factor in- 
creasing the demand for food will be increases in per capita incomes. Given 
the low income elasticities for food that seem to prevail among the more 
well-to-do in the world, it is unlikely that real incomes can increase rapidly 
enough to fully offset the change m supply 

This situation will present important international political issues that 



Food Production — ^Discussion 


m 


will be most difficult to resolve. Part of the world will have a surplus of food; 
most of the rest will have millions of people with inadequate diets and will 
be so poor as to be unable to buy the food. The obvious solution is to move 
the surplus food from the one area to the other, either free or at low cost. 
But this IS no solution at all. The Western World will simply have too 
many resources in agriculture, some should be shifted out. The recipient 
areas will receive no permanent gam unless something is done to bring 
fertility under control. Otherwise the food would be dissipated through an 
increase in numbers and no permanent improvement in the diet or well- 
being would materialize 

When we attempt to determine if population will outrun the food supply, 
we are really trying to determine if a significant increase in real income can 
be achieved. This is an extremely complex phenomenon about which we 
know all too little. This session has dealt with one of the most important 
as well as the most difficult of the social, political and economic problems 
that confront the world today. It is particularly important that scholars 
in the United States increasingly devote their energies and talents to this 
issue. If the United States is to maintain the role of economic and political 
leadership that has been thrust upon it, it must help the poorer nations to 
find a solution to their problem of poverty. 

DISCUSSION* 

R. P. Christensen 
Bureau of AgncuUural Economics 

Dr. Taeuber and Dr Kellogg have contributed much to a better imder- 
standing of the factors upon which future changes in world population and 
food production will depend. A more widespread recognition of the facts 
they have presented is greatly needed at the present time for at least two 
reasons - First, it is necessary if we are to take intelligent action to improve 
the per capita food supply, and second, it is necessary to correct some of 
the mistaken ideas that many popular writers on this subject have given 
to the general public. 

The thinkmg of the popular writers to which I refer is something like 
this. World population doubled in the last century and probably will do 
so again in the next The land area of the earth suitable for cultivation 
IS limited. Less land per person is interpreted to mean less food per person. 
It IS not denied that scientific advances may raise productivity per acre 
But some contend that this will be more than offset by permanent loss 
and depletion of soil and water resources Some go so far as to maintain 
that it does not matter what happens to food production because popula- 
tion wiU increase up to the limits of food supply anyway. They believe 
the only solution is more control over population growth 

What does Dr Taeuber say about population trends? Perhaps most 
sigmficant is his observation that modem increases in population are a 

* A discussion given at the Annual Meeting of the American Farm Economic 
Association, Green Lake, Wisconsin, September 13. 1948. 
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function, of control over inortaUty and that there is no evidence to support 
the view that increases during the century before World War II m any 
part of the world reflect increases in fertility. Perhaps few people realize 
that population growth in the last century was the result of a more rapid 
decline m mortality than in fertility. Control of fertility, which generally 
is associated with industrialization and urbanization, is the reason why 
population growth is leveling off in many countries. The fact that more 
people are living longer and more productive lives is, of course, a mark of 
progress. 

It IS apparent from what Dr. Taeuber has said that world population 
will continue to increase, but he does not say how much within a specified 
length of time Forecasts of population growth must be based on assump- 
tions with respect to future changes m fertility and mortality. The validity 
of these assumptions will depend upon the adequacy of the analysis of 
factors that may bring about changes in the levels of fertihty and mortal- 
ity. 

It IS noteworthy that one-fifth of the world’s population — ^the one-fifth 
which has the highest standards of living and the lowest levels of mortality 
and fertihty — still is expected to be stationary or declining within a few 
decades, and that another one-fifth is approaching this point at a rate 
which will brmg it there within a generation or two 

But for the remainder of the world, demographic data are so incomplete 
that a projection of population change can be no more than an assumption. 
Large increases in the population of these regions have been forecast on the 
assumption that mortality will be reduced first and that fertility decline 
will lag behind as it did in other countries that have experienced indus- 
trialization and advancing living standards. But one might also assume 
that if such countries as China and India are to make much economic 
progress, lower levels of fertihty and mortahty will come about simul- 
taneously. 

To me, all of this adds up to a much lower rate of population growth in 
the next century than we had in the last 

But suppose 'world population reaches the 3 billion mark by the year 
SOOO as compared with 2 3 billion at present. Would it be possible to pro- 
vide them all with adequate diets.? I am sure that Dr. Kellogg’s answer 
would be Yes. He has told us that, from a physical standpoint, there is 
no reason why the increases over the prewar food supplies that are esti- 
mated m the “World Food Survey” by the Food and Agricultural Organ- 
ization as necessary to improve diets for the population expected m 1960, 
cannot be met. 

It IS worth while to note the emphasis Dr Kellogg gives to the fact that 
estimates of the land area of the world that is suitable for crop production 
must consciously or unconsciously be based on assumptions regarding 
economic conditions This may be one reason why the estimates vary 
greatly. For example, Carl Alsberg m Lim%ts of Land Settlement in 1937 
estimated that 6.4 billion acres could be used for crops if necessary. O. E. 
Baker in an article published m 1947 in Maryland^ the alumni publication 
of the University of Maryland, estimated that about 4 4 billion acres is 
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suitable for wheat, nee, or other cereals Recently Pearson and Harper in 
The World^s Hunger concluded that only 2 6 billion acres, or about the 
sanae as now cultivated, could be used to grow crops. On the other hand. 
Dr. Kellogg indicates that 1 3 billion acres, an increase of 50 percent, could 
be added to the present cropland area. Besides land in crops, permanent 
pasture is an important source of our food supply Alsberg estimated that 
land area suitable for pastme was about the same as the 6 4 billion acres 
of potential cropland. 

The possibilities of expanding food output from the land now in use by 
raising crop and livestock-product yields probably are much greater than 
those that are possible by extending the area of land use Dr. Kellogg indi- 
cates that a 20 percent increase in crop yields of the world, or about the 
same as was estimated recently for the United States, is possible by greater 
application of known techniques. Another approach might be to estimate 
the food potential if cropland is used as intensively and with as advanced 
methods as m some of the most highly developed agncultural countries. 
If productivity per acre averaged as high as in prewar Germany, total food 
output probably would be doubled or tripled Of course, intensity of land 
use and the food output per acre will depend considerably upon economic 
conditions with respect to market demand which prevail over a period 
long enough for the necessary production adjustments to be made and for 
adequate returns to be had from the necessary capital investments The 
intensity of land use that is profitable obviously will continue to differ 
throughout the world. In the several areas it will depend upon the supply 
of land and the level of demand for agricultural products in each country. 

Dr. Kellogg did not say much about the extent to which depletion of 
soil and water resources has reduced the area suitable for agricultural use. 
But I am sure he would agree that land should be used so that its produc- 
tivity IS not permanently impaired. He probably also would agree that, so 
far, takmg the world as a whole, losses in productivity caused by reduction 
in the native fertility of some soils and the permanent destruction of others 
have been offset many times by advancing farm technology. 

This leads to the conclusion that the food potential of the earth is great 
enough to provide food enough for all the people that probably will inhabit 
the earth in the next century if that potential is properly developed. But 
it does^not mean that this objective will be achieved soon Our hope is that 
we may be able at least to remove the social, economic, and political 
obstacles to such an extent that progress in this direction will be more 
rapid that it has been in the past. 



INTERNATIONAL FOOD AFFAIRS 

Chairman J F. Booth, Department of Agriculture, Canada 

THE FOOD SITUATION IN EUROPE IN RELATION 
TO THE WORK OF FAO* 

Sir Herbert Broadlbt 
Food and AgncvUnrcd Organkatum 

I N THE early summer of 1945 a rather significant meeting was 
held at Lancaster House in London. Lancaster House used to 
be one of England’s ducal residencies; it then became the London 
Museum; and finally the meeting place of international conferences. 
On that occasion in 1945 it was housing the first meeting of the 
EECE — the Emergency Economic Committee for Europe. 

I had the privilege at that meeting of proposing the establish- 
ment of a Food and Agriculture Sub-Committee That Committee 
met almost every other week for nearly two years until its functions 
were taken over by other organizations. The EECE was the first 
cooperative post-war effort at European reconstruction, and the 
Food and Agriculture Sub Committee was the first attempt to deal 
on an international scale with Europe’s food and agriculture prob- 
lems. 

Later in 1945 the FAO itself was brought into being. That took 
place at the Quebec Conference in October of that year. In the earljr 
months of its existence is was not able to render very much direct 
assistance to Europe. It was busy with its own internal organiza- 
tion — ^recruiting its staff and planning the field of its activities; but 
close cooperation was rapidly developed between FAO and the 
Pood and Agriculture Sub-Committee of EECE. This was strength- 
ened when FAO took over responsibility for what was called the 
Combined Working Party This was a committee operating in 
London under the auspices of UNRRA, but containing representa- 
tives of the United States and British Governments, as well as of 
the economic missions or other representatives of European govern- 
ments at that time established in London. That Committee had 
been endeavoring to assess the needs of European countries, re- 
leased or being released from occupation, and to determine the 
supplies of food and other commodities available. 

* A paper given at the Annual Meeting of the American Farm Economic Asso- 
ciation, Green Lake, Wisconsin, September IS, 1948. 
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In August 1946 the FAO European Office was established at 
Rome, and since then it has played a significant part in the resto- 
ration and development of European agriculture The Rome Office 
IS under the control of the Direetor-Generars personal representa- 
tive for Europe and has a small administrative and secretarial staff. 
Its technical officers are assigned from the technical divisions at 
headquarters in Washington for longer or shorter periods according 
to the specific work they are sent over to handle. In this way cen- 
tralization of policy is combined with local and regional executive 
action in conjunction with European member governments and 
European organizations 

The ECE — ^Economic Commission for Europe — was set up in 
March 1947, and the EECE disappeared after a period of activity 
which will remembered with appreciation by most European coun- 
tries When the ECE was established, the activities of the EECE 
Food and Agriculture Committee were transferred to the FAO 
office at Rome. In order to maintain liaison with ECE, a sub-office 
FAO was opened at Geneva, where FAO personnel was able to 
work on European food and forestry problems with members of the 
ECE secretariat. 

Later in 1947 another organization came into being in Europe, also 
directly concerned in food and agriculture problems — ^but this time 
covering only a limited part of the continent. It was the OEEC, 
set up to represent the 16 countries which are the beneficiaries of 
what they call in Europe the “Marshall Plan.” This body — the 
OEEC — ^has its own Food and Agriculture Committee and is in 
direct touch with EGA in this country in regard to the operation of 
the Marshall Plan and the restoration and development of Euro- 
pean food and agriculture which that plan makes possible 

The Pood and Agriculture Organization, through its European 
office at Rome and its sub-office at Geneva, is now in a position to 
cooperate with these other economic organizations in Europe, as 
well as to render assistance to the European countaes themselves. 
Nevertheless, the field in which FAO can render assistance is a 
limited one. It cannot order particular policies to be adopted, it 
can only advise, educate, and persuade It cannot embark on the 
executive functions of purchase and procurement m order to stimu- 
late output and equalize distribution; it can only recommend, dem- 
onstrate, and discuss. 

Nevertheless, even though FAO’s activities must largely be ad- 
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visory and consultative, it can render very great assistance to or- 
ganizations with wider powers as well as to governments willing to 
take advantage of its technical experience and advice In particular 
the machinery established in Europe for utilizing the grants made 
by EGA can enjoy all the service and advice which the economic 
and techmcal staff of FAO is in a position to offer Moreover, the 
European governments themselves, in their own executive activi- 
ties, can put into operation the plans and suggestions which FAO 
brings to their attention, either in direct contact or through local 
conferences, committees, and other meetings. 

In developing its plans for assisting European, and indeed all 
other member countries, FAO has a three-fold policy. There is first 
the problem of today; there is next the problem of the coming five 
years; there is the problem of the coming century. A kind of “This 
year — Next year — Sometime — ” program. 

Some of the activities of FAO are designed to render immediate 
assistance — such as the allocation of food and agricultural com- 
modities m short supply through the machinery of the lEFC, or the 
preparation of programs for meeting requirements of agricultural 
machmery and other equipment 

Other activities cannot come to fruition within less than the next 
four or five years and often longer — ^such as the elimination of am- 
mal diseases, the improvements of strains, and the reduction of 
losses due to infestation. 

Other activities will produce their results only over still longer 
periods. These are the extension of irrigation, designed to bring 
large new areas into food production, afforestation and reafforesta- 
tion achemes, designed to counteract soil erosion and restore fer- 
tility to the earth as well as to provide the supplies of timber which 
mankind will need in the future 

In all these these fields Fx^lO is m a position to render assistance a 
to Em'ope, either directly to the individual countries or in coopera- 
tion with such organizations as ECE, OEEC, and EGA. FAO pan 
act as the doctor, diagnosing the disease, as well as the physician 
prescribing the remedy. Indeed, this exactly describes FAO’s func- 
tion. 

Its Nutrition and Economics Divisions measure the present food 
standards and the economic wealth and activity of the country. It 
is the determination of food needs and the economic situation con- 
ditioning effective demand which are the justification for the advice 
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which FAO is able to render in regard to agricultural production 
and the distribution and utilization of food. Each area and each 
country has its own nutritional and economic problems. The stand- 
ards of calory intake and the adequacy of supplies of protective 
foods for the different sections of the community are the measure 
of the supplies needed to produce health, happiness and wealth. 
This represents the diagnosis which FAO is in a position to carry 
out. Thereafter the Agriculture, Forestry, and Fisheries Divisions 
advise and assist in regard to specific remedies, while the Rural 
Welfare Division studies and helps m the development of all the 
rural amenities necessary to insure that food production is earned 
out as efficiently and happily as human beings can design 

But before we begin to consider what FAO can do in Europe to- 
day, either directly with member governments or in cooperation 
with the international organizations concerned, it is necessary to 
put the patient into the consulting room and diagnose the disorders 
from which she is suffering. 

Europe emerged from the recent vrar with losses and damage 
which were not fully realized at the time Indeed, most European 
governments and the great majority of the populations expected a 
rapid return to the conditions of 1938, and with all the new techni- 
cal developments which had resulted from wartime economic ac- 
tivity, an even quicker recovery than that which took place after 
the first World War There was a short honeymoon period during 
which controls were jettisoned or plans made for an early restora- 
tion of free activity, but when the facts and figures were collected, 
the economists, nutritionists, and politicians began to change their 
views. Unfortunately the facts and figures were not easy to collect. 
The statistical services of many European governments had been 
hopelessly disorganized by the war. Internal transport and com- 
munication were slow in restoration. Farmers were reluctant to 
to disclose their supplies or output for fear of theirbeing takenaway. 
The whole atmosphere of wartime occupied Europe persisted, when 
it was a patriotic duty to mislead the occupying forces regarding 
the food position. Consequently Europe was slow in assessing her 
true situation. 

Indeed, it was not until the United States made that unparalleled 
gesture of the European Recovery Program that the countries 
concerned committed themselves to definitive figures for present 
and future years. That gave the first real forward appreciation of 
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the position for a large part of Europe since the end of the war. 
That appreciation has been extended and amplified by the ‘^Sur- 
vey of the Economic Situation and Prospects of Europe’’ issued by 
the ECE this year and by the PAO report, to which I shall refer 
later, “European Programs of Agricultural Reconstruction and 
Development.” 

Had the PAO been in existence for a number of years and been 
equipped with a fully operating European oflSce it might have been 
able to bring the facts of the situation to the notice of member 
governments at an earlier date But lack of information within the 
European countries themselves would have been a great obstacle in 
the first post-war years. PAO did call urgent food conferences, 
first in Washington in 1946 (in continuation of the EECE Cereals 
Conference in London in the spring of 1946), and again in Paris in 
1947, to draw attention to the serious food position of the world 
and particularly that of the European countries. 

Perhaps the most comprehensive (and by no means reassuring) 
appreciation of Europe’s present and prospective outlook in the 
field of food and agriculture is that contained in the PAO publica- 
tion to which I have referred — “European Programs of Agricultural 
Reconstruction and Development.” It has already secured wide 
interest and it is unnecessary to repeat its analysis and findings in 
detail. This publication gives the position of today, the probable 
outcome in 1950-51 of the present plans of the European countries, 
and compares them with the position which existed before the war. 
Even assuming that the plans of the European governments ma- 
terialize, the outlook, though improving, is still unsatisfactory, and 
it will be much later than the early 50’s before Europe re-estab- 
lishes, for its increasing population, the standards of living of the 
late 30’s or improves them to the higher standards already operative 
in the United States and other more prosperous countries 

At the present time only two or three European countries have 
restored or surpassed the pre-war levels of food production. Half 
a dozen, mainly Western European countries, are approaching 
their pre-war figures. The remaindei, mainly Eastern European 
countries, still fall short by a quarter or a third of their pre-war 
food output. Had populations remained stationary, this would 
have been unsatisfactory. But populations, in spite of war losses, 
are forging ahead at an unexpected rate. Consequently Europe has 
still a long way to go before it can even restore its pre-war average 
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standards. It has, in addition, its balance of payments problems, 
which, but for the temporary assistance of the European Recovery 
Program, would call for still higher production in Europe to prevent 
widespread famine during the next few years 

All the European countries are developing plans substantially 
to increase food production. If they materialize, Europe as a whole 
will almost have re-established its pre-war acreage of cereals by the 
early 50’s and have somewhat exceeded its pre-war acreage of 
sugar and vegetables. But owing to shortage of equipment, fer- 
tilizers, and similar factors, the actual output of cereal crops will 
be less in 1950-51 than it was in the immediate pre-war years And 
this, after the stimulus to European production produced by the 
present realization of its serious plight and the assistance provided 
by the European Recovery Program of the U. S. A By 1950-51 
Europe will have restored its livestock population, except possibly 
in regard to horses, but its output of meat and dairy products will, 
by the early 50*s, still be less than it was in the pre-war years. Fish 
production, on the other hand, should be well in excess of the pre- 
war supply. 

With the balance of payment problem pressing heavily upon 
Europe’s import program, European governments are making 
strenuous efforts to increase their own cereal production. But as 
their cereal acreage goes ahead, and as the output of that acreage is 
increased by improved methods, mechanical assistance and better 
strains, population, too, is advancing. There are more mouths to be 
fed 

Moreover, the amount of additional land in Europe suitable for 
cereal cultivation is limited, so that any great expansion of acreage 
inside Europe is improbable, except possibly at the cost of a greatly 
reduced livestock population. On the basis of the FAO report on the 
European programs, it will be seen that Europe’s gross net imports 
of cereals for 1950-51 are programed at more than 15| million 
metric tons. This is after providing for the complete restoration of 
the pre-war cereal acreage in Europe. An import of 151* m%llion tons 
of cereals in 1950-51 is actually over six million tons more than the 
average pre-war imports 

There are several reasons for this great import increase in need. 
Even with the restoration of the pre-war acreage, indigenous pro- 
duction, owing to shortage of supplies equipment, etc , is expected 
to be 2,300,000 tons below pre-war. Furthermore, Europe is not 
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counting on recovering its pre-war rice imports of one million tons. 
Its population will be 5 percent larger, and some countries will still 
be short of other foodstufEs. 

One of the most serious problems with which Europe will be 
faced during the coming five years is therefore whether the world 
will be able to supply it with this enormously increased supply of 
cereals which it needs, and if so, whether Europe will be able to 
pay for it in the currencies which the sellers will demand. 

In the estimates of world cereal supplies made by FAO m its 
publication on European programs, doubt is expressed whether 
there will actually be available in the world m 1950-51 for shipment 
to Europe the 15 J million tons on which the European program is 
predicated. If this supply is not available and if the growing popula- 
tions of Europe are inadequately nourished, then the industrial 
programs, too, will fall short of achievement and the European 
economic problems be still further aggravated and their solution 
still further postponed. 

Much the same considerations apply in regard to other foodstuffs 
which Europe needs, particularly oils and fats and meat and live- 
stock products. There is no doubt, therefore, that even with the 
assistance of the supreme effort which the United States is making 
through the European Recovery Program, Europe has still many 
problems to solve before its teeming millions are restored to their 
pre-war standards of living or brought to happier and fuller lives. 

FAO’s policy in regard to these problems must be first to dis- 
cover where and in what fields additional production can be planned 
and then to help and advise in its achievement. The following are 
some of the measures FAO has recently adopted or is adopting in 
Europe. Others of a similar character will follow; 

A meeting was sponsored at Bergamo, Italy in the summer of 
1947 in which plant breeding specialists from nine countries met to 
consider ways of utilizing hybrid corn for the benefit of European 
agriculture. This was the first such meeting in Europe and marked 
the beginning of a considerable increase in maize production, 
particularly in southern portions of the Continent. FAO has fol- 
lowed up this meeting by supplying hybrid seed for experimental 
tests and also by supplying open pedigree inbred line seed for the 
use of experimental breeders. Most of this seed has been donated, 
either by State or Federal Experiment Stations in the USA. and 
Canada and by private breeders. Another meeting will be held dur- 
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ing the coming winter to enable the workers engaged on this pro- 
gram to compare the tests made in various countries and to lay 
plans for the breeding programs to be carried out during 1949. At- 
tention is given in this program not only to maize for grain produc- 
tion but also to silage varieties. 

A meeting was sponsored m Weybridge, England, during the 
summer of 1947 m which veterinary workers from thirteen. Euro- 
pean countries participated The main purpose of this meeting was 
to acquaint workers in countries that had been shut off by the war 
with the latest developments in the production of veterinary 
vaccines and serums. A further meeting is planned on animal 
health problems in Krakow, Poland, in November 1948. This meet- 
ing will have as its primary object a discussion of diseases that are 
of particular importance in the Eastern European countries and 
will deal not only with methods of producing vaccines and other 
control agents but with the field control of these diseases. Workers 
both from the Eastern European region and from Western Europe 
and FAO headquarters will join in the discussions. 

A world-wide meeting on the control of infestation in stored food 
products was held in London last year and many of the European 
countries participated. The technical material presented at this 
meeting has been published in FAO Agricultural Studies, Series 
No. A further meeting of specialists is being held in Italy at the 
present time to discuss the specific problems of reducing losses of 
stored grains in European countries and to acquaint technicians 
from various countries with the latest developments in this field 
Attention will be given to commercial and also to farm storage 
problems and, incidentally, some material will be presented on 
other aspects of pest control. 

At the present moment a conference is being held in Italy on soil 
conservation to which the interested European governments have 
been invited The latest developments to combat erosion and in- 
crease fertility are being made available to the members of this 
conference in the expectation that they will be adopted in various 
parts of Europe. Two advisers are being provided to the Govern- 
ment of Italy to assist them in setting up a nation-wide conser- 
vation program and improving the management of their grazing 
lands. 

But FAO is helping Europe by the activities it undertakes in 
other parts of the world, as well as those which it organizes inside 
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Europe itself. This coming fall there is to be a conference on rinder- 
pest at Nairobi, in East Africa, to which will be invited animal 
specialists from interested parts of the world, particularly South- 
east Asia. If the outcome of this conference results in the adoption 
of preventive and remedial measures in Siam and other parts of 
Asia, the draft ammals there will be more efficient, and increased 
supplies of rice will be produced. With an increase in the output of 
rice in Southeast Asia, there will be less demand for wheat and flour 
by India, China and other countries, resulting m larger supplies of 
Australian wheat and flour bemg available for European countries. 
If PAO can assist in the development of oil seed production m 
Africa, this will make available to Europe supplies of food from 
areas with which balance of payment difficulties do not exist There 
are many areas where food production can be developed which do 
not involve the payment by Europe of those precious dollars of 
which she is so short. 

It may even be that EGA can, in certain cases, render more direct 
assistance to the European countries m their recovery programs by 
assisting the development of food m such areas than by giving 
direct assistance to the European countries themselves Australia 
still has vast areas capable of producing cereals and livestock pro- 
ducts. Southern Rhodesia could carry a large livestock industry. 
Oil seed production could be developed on a much greater scale in 
both East and West Africa. Rice production in West Africa on a 
mechanized basis might restore those million lost tons of rice 
imports which Europe received before the war. 

Although PAO cannot itself undertake these developments — it 
must leave them to the interested countries — ^it can, however, 
assist and advise in their development and put at the disposal of the 
countries concerned the best experts in the different fields In such 
a way PAO can and does help European reconstruction by activity 
outside Europe itself- 

So much for the immediate future in the fields of food and agri- 
culture, and it is perhaps sufficient for European countries to con- 
centrate for the moment on the problems immediately besetting 
them. With their growing populations and their balance of payment 
difficulties — difficulties which will certainly not be solved during the 
present decade — they have a serious enough problem in trying to 
make both ends meet during the coming years and restore the 
standards of life which existed before the war. But to those who 
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look ahead, that is not suflSLCient. If European civilization is to 
survive, it will not survive on the basis of a struggle to maintain the 
inadequate standards which were achieved in the 30*s. Populations 
seeing the standards of prosperity prevailing elsewhere in the world 
will not be satisfied permanently to accept something lower for 
themselves. The rest of the world is itself rapidly industrializing 
and no longer willing to exchange its foodstuffs on such favorable 
terms with Europe as it did in the past. The whole balance between 
industrial products and agricultural products may be changed. 

The United Nations Department of Economic Affairs has just 
issued a study of selected world economic indices. These show that 
while the total world supply of goods represents 110 percent to 
115 percent of the pre-war figure, agricultural production is about 
93 percent of pre-war, and industrial production between 130 per- 
cent and 135 percent of pre-war. The relative lag of agricultural 
output has resulted in the relative increases in prices of agricultural 
products. This means that the terms of trade have turned against 
the industrial countries, a fact of great importance to European 
countries anxious to exchange their industrial products for the food- 
stuffs they need to feed their populations and raise their standard of 
living. 

If Europe is to obtain the food she needs on the best possible 
terms in exchange for her industrial output, she must deliberately 
plan her export trade to the food-producing countries and particu- 
larly to the areas where it can be produced more cheaply than is at 
present possible in the western world. Africa, the Middle East, parts 
of Asia, and Australia may be the areas in which capital develop- 
ment should be undertaken on a long-time basis to provide Europe 
with the food she requires in return for industrial products. 

Inside Europe, too, there is the possibility, by the development of 
east-west trade, of industrialization and increased food production 
through more intensive methods, marching side by side. The ECE 
has just released an analysis of east-west trade in Europe, drawing 
attention to the possible increase in food supplies from Eastern 
Europe m exchange for the output of Western European industry. 
ECE estimates that by improved methods of production, cereal 
supplies m Eastern Europe might be raised by 12 million tons. 
Moreover, they point out that this need not be prejudiced by in- 
creased industrialization in Poland, Yugoslavia, and Hungary, 
assuming that populations do not rapidly increase. It is, however. 



^78 


Sib Herbert Broadley 


true that the first consequence of industrialization has usually been 
a rapid rise m population, with a slowing down as industrialization 
leads to higher standards of material wealth. 

In the past, the world, and particularly Europe, has had three 
food arises. The first came during the Napoleonic wars and was 
remedied with the development of intensive British agriculture and 
a restoration of transportation in the early 18^0’s. 

The second period came about the middle of the century, when 
the rapidly increasing populations of Europe were outgrowing 
their resources. This crisis was solved by bringing into the world 
markets the vast food supplies of the American West. 

The third period started about the end of the century and was 
not really solved until after the first World War, when large-scale 
farming in Australia, Argentina, and Western Canada again 
brought a new supply of food to the industrial countries of Europe. 

We now seem to be approaching a fourth crisis, and without the 
possibility of the remedies which cured the three previous crises, 
The unused lands of the world capable of food production are no 
longer unlimited. Moreover, many of the existing lands are losing 
their fertility as the result of centuries of misuse and soil erosion and 
may have to be rested for long periods before they can provide 
their present outputs over a long future period. And m the mean- 
time populations are increasing at an alarming rate, while countries 
which previously supplied Europe with food are industrializing 
themselves in the vain hope that industrialization alone will mean 
a higher standard of life. There is, therefore, a real danger that 
Europe may not find an increasing outlet for its industrial products 
— even in the new areas of Africa, the Middle East, Asia, and Aus- 
tralia — and be driven to produce more and more of the food it needs. 
More mechanization, more up-to-date methods of farming, and 
increased use of fertilizers will all be needed in Europe In these 
fields FAO will be able to render help and advice. 

International commodity agreements, such as the recently still- 
born Wheat Agreement, will be necessary if the world is not to get 
completely out of balance To leave commodities to find their own 
level through the free exchange of the price mechanism in such cir- 
cumstances would, in the long run, be disastrous to food producers 
and food consumers alike. During the transitional period, until 
new sources of food are available, some controls and much planning 
will be unavoidable Europe in particular will need such help and 
assistance if she is to survive the coming years. 
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But while Europe’s land resources must be developed efficiently 
and with wisdom, the sea may provide new resources awaiting 
development. This will be particularly important if the pressure 
of population leads to greater and greater intensification of food 
production, and therefore involves an increasing drain on the soluble 
nutrients of the land. 

While there may be vast deposits of phosphorus, potassium and 
other elements which enter into fertilizer in the earth’s crust, to 
some extent the procurement of these chemicals is an extractive 
industry and the costs of getting them will become greater and 
greater as workable deposits become scarcer and scarcer 

To all intents and purposes, it is true that matter cannot be 
destroyed, and in a sense nothing is really ever wasted. On the 
other hand, even though not wasted, its availability may change. 
For instance, the continual inundation of the earth by the greatest 
of all solvents — ^water — ^has the effect of washing the end products 
of life into the rivers, the draining systems and eventually into the 
sea, so that in the very long term, man must turn his attention to 
this great reservoir of energy and materials, and reclaim them for 
himself and the land. He may do this in two ways. First, he might 
utilize to a much greater extent the living products of the sea, and 
second, he might use it as an inexhaustible source for some of the 
chemical elements -which he needs to maintain fertility of the land. 
And so the oceans, which first gave rise to life, may eventually 
become the ultimate source of its maintenance. 

Of course, the whole position in regard to food, clothes, and 
housing may be completely changed as a result of scientifi,c develop- 
ments, Atomic energy has its incalculable benefits, as well as its 
dangers for mankind We have already found out how to synthesize 
edible fats, and thus to produce calories from sources other than the 
land. We have not yet succeeded in synthesizing proteins, but who 
knows what is still unreveajed in the womb of time? Scientific 
developments may alter all our conceptions of food problems and 
the resolution of Europe’s difficulties. 

For the present, however, we cannot count on such unknown 
factors. Europe must be fed, clothed, and housed, and the land is 
as yet the only source from which she can obtain most of what she 
needs During the last 60 years, the world has seen two complemen- 
tary tendencies. We have been taking the food to the people and the 
people to the food. Europe has sent her millions to the western 
world to produce food there, not only for themselves, but for the 
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millions who remain behind. There are still some lands where more 
food can be produced, crying for population But these lands are 
limited. Moreover, these very lands insist on developing their own 
industrial resources, so as to be less dependent on imported supplies. 
Europe must develop her own supplies intensively, expand east- 
west trade so that food production wdthin the continent can balance 
industrial output to a greater extent than at present, and encourage 
some of the population which cannot be fed at home to find a 
home in other areas where the needed food can be more easily 
produced. 

These are long-term considerations They are, however, problems 
with which FAO is concerning itself and on which it will, from time 
to time, report to its member governments and collaborate with 
other international bodies. FAO will continue to diagnose not only 
the immediate ills of its patients but also the potential ills they may 
suffer as circumstances change. And it will endeavor to devise and 
provide the remedies for present and future ills. 

Its economists, its nutritional experts, its technical workers, 
and its scientists are already actively engaged in many countries 
directly with the governments concerned and also in cooperation 
with the European organizations, such as ECE and OEEC. With 
them it will labor to help Europe through its present difficulties and 
to find a solution for the vaster problems which may well mean life 
and death to the coming generations. 



ISSUES IN AMERICAN FOREIGN FOOD POLICY* 


Harold B, Rowe 
The Brookings Institution 

E xhaustive treatment of this topic would be a far more 
ambitious undertaking than I am prepared to attempt I am 
interested in the many important problems which it suggests From 
observation of events during and since the war, I have perhaps 
gained some familiarity with a few of these problems But my 
direct participation in this area of government activity was brief, 
intermittent, and is now sometime in the past I have had no oppor- 
tunity for really intensive study of current developments. In as- 
signing the topic to me under these circumstances, I understand 
that your program representatives mainly desired a brief review of 
a few selected aspects of the developing situation, which would re- 
emphasize some of the important difficulties and problems con- 
fronting the United States m relation to its participation in inter- 
national food affairs. 

Events during and since the recent war have thrust the United 
States into a position of world leadership where its actions may be 
decisive in determining the future course of international economic 
and political relations. Under conditions of today, which offer so 
many striking contrasts to those envisaged for the postwar world, 
constructive leadership requires forward looking decisions that are 
both positive and consistent on a great many fronts. 

But the United States has lacked experience and in other impor- 
tant respects has not been well equipped for this relatively new 
role — ^limitations which sometimes delay the complex process of 
policy determination and render the outcome uncertain. In its 
relatively short previous experience as a world power, this country 
participated in world affairs intermittently as matters arose which 
were recognized as affecting the national interest. Moreover, this 
participation was often somewhat negative in character as con- 
trasted to the positive requirements of leadership, and w^as con- 
ducted upon the basis of independent decisions with respect to the 
succession of problems which arose. Against such a background 
it is understandable, perhaps it should be recognized as inevitable, 

* A paper presented at the Annual Meeting of the American Farm Economic 
Association, Green Lake, Wisconsin, September 13, 1948. 
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that earnest efforts to fulfill the newly assumed responsibilities of 
leadership should reveal defects of omission and commission, con- 
tradictions, conflict, and lack of continuity that appear almost as 
characteristics inherited from the earlier experience. 

That the United States has been active m international affairs, 
and that this activity has had sincere support from the electorate 
cannot be denied. In fact one limitation may arise from recurrent 
excesses of public enthusiasm for measures that will not be sup- 
ported in the long run. But these have their counterparts in other 
instances of public misunderstanding, scepticism, and even in- 
difference which contribute towards delay in obtaining support 
for necessary action— as occurred in the evolution of policies of 
recovery aid to European countries Too often, of course, these are 
attributable to overstatement and understatement by the govern- 
ment in seeking support for its programs. Both contribute to fur- 
ther widening of the gap betw'een government decision and 
public support. 

Regardless of the support for positive participation and leader- 
ship in international affairs that has been apparent, we must not 
Ignore the fact that the country retains a solid core of isolationism. 
Sometimes evidence of this appears in the demands of groups who 
quite probably are unaware of its implications and certainly would 
resent use of the term in characterizing their views. Closely related, 
if not identical, are the powerful pressures exerted by special 
interest groups which, especially in election years, exert an in- 
fluence upon government decisions out of all proportion to their 
real importance. 

Further limitations upon actual performance arise from observ- 
able defects in the mechamsm of government for formulating the 
decisions required Not only does the constitutional structure 
divide responsibility and authority as between the executive and 
legislative branches in such a way as to hamper the effective hand- 
ling of many problems, but the executive establishment has de- 
veloped along lines which multiply the possibilities for confusion 
and contradiction, especially in the conduct of foreign economic 
affairs. One rather conspicuous result is the tendency to obscure 
the important interdependence of activities undertaken in the do- 
mestic and foreign fields. 

Many of these limitations may be observed in the handling of 
food matters included in, or related to, our foreign economic and 
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political activities During the first phase of active defense prep- 
aration in 1940 and the early part of 1941, administrative policy 
amounted to a denial that there were significant food aspects to 
this country’s problem of preparation for possible war, except as 
steps could be taken to increase agriculture’s share in the economic 
benefits from expanded defense activity and compensate the 
further loss of outlets for agricultural exports that was anticipated. 
Even the measure of encouraging a moderate expansion in pork 
production to cover prospective increases in demand became at 
times a topic of bitter controversy, though it offered an outlet for 
feed supplies that were then looked upon as burdensome surplus. 

Such controversy disappeared after the inauguration of lend- 
lease, and during the first two years of United States participation 
as an active belligerent the pendulum swung far towards the other 
extreme For a time, willingness to impose domestic sacrifice and 
accord priority to lend-lease export requirements may have been 
over-emphasized in statement if not m practice. 

As the war progressed to the point of liberating allied territories 
from enemy occupation, the large foreign policy significance of 
economic assistance, including lend-lease and relief exports of 
food, was stressed. Promises were made which were over-enthusias- 
tic and unrealistic if not actually irresponsible But officials respon- 
sible for such matters did not use their influence in seeing that 
necessary steps were taken to fulfill these promises, at least not 
until it was too late to significantly affect actual performance. As 
one evidence of this, financial requirements were not always antici- 
pated or co-ordinated with production, procurement and supply 
activities. 

Of more importance, however, was the substantially independent 
food policies which resulted in inadequate provision for supplying 
the export programs Many considerations influenced this outcome, 
among which an unimaginative conception of the problem, concern 
over the post-hostility price of farm products, political timidity in 
the face of domestic market demands for more food, and what 
seemed at times to be a fundamentally isolationist outlook which 
could not comprehend the possibility of public support for con- 
tinued food shipments after the conclusion of hostilities, collectively 
were not unimportant But the developments in this period especi- 
ally illustrated the defects of the existing government organization 
for achieving anything like a balanced recognition of the diverse 
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any participating country will depend upon what its economy can 
support. This, of course, will be increased to the extent that recovery 
has been achieved. But the limits of progress attainable are deter- 
mined by other things in addition to the availability of external aid 
during the period of reconstructiona and development. Such con- 
siderations as the resources available, organization of the internal 
economy, political stability, capacities and aspirations of the people 
also are important. Use of the limited resources available for foreign 
aid to establish levels of food consumption during the recovery 
period higher than can be supported when the aid program is 
terminated would. (1) Reduce the amount remaining for capital 
expansion, thereby limiting the extent of recovery and lowering 
the level of consumption that could be supported later, and (2) 
necessitate a downward adjustment of consumption to make the 
economy self-supporting when outside aid is discontinued Each of 
these results would be contrary to the purposes of the program. 

In view of these considerations, I conclude that food exports 
should continue to be important in this country’s contribution to 
economic recovery abroad. In defining the goal of a self-supporting 
economy it is desirable to seek such improvement in levels of living, 
including diets, as is feasible. But in no instance should our foreign 
aid be directed towards establishing a level of food consumption 
within a receiving country higher than that country can support 
when the program is to be terminated. 

I do not know what longer-term program standards are being 
formulated or will be finally adopted by EGA. But from obser- 
vation and past experience it is not difficult to suggest influences 
that will tend to increase the amount of food aid above the level I 
have tried to define, and hence some of the issues involved. 

For one thing, there is a very real possibility of over-estimating 
the level of consumption that can be supported on the basis of the 
reconstruction and development that can be achieved Although 
consumption in the war-devastated countries has been low by any 
standards that might be applied, it has been kept high by compari- 
son with production through large net imports. Only a cursory 
review is required to reveal the appalling size of the deficits created 
by these heavy import balances and, in the case of certain countries, 
by the decline in income from investments abroad and shipping or 
other services. There is a chance that it simply may not be possible 
to close this gap solely through recovery and development of agri- 



Issues in AMERicAisr Foreign Food Policy 




culture and industry within the period of continued assistance, 
even if that period is extended well beyond any date contemplated 
in the legislation so far enacted. In such event the gap would have to 
be closed through the downward adjustment of consumption, 
including food consumption, for self-support to be achieved. 

I have the impression that plans of the governments m devastated 
countries mostly do not contemplate the possibility of such down- 
ward adjustments. Instead they look towards increases above 
prewar levels, increases to be supported through extensive further 
development. Among the factors behind this appears to be a general 
shift in attitudes in the direction of accepting higher standards of 
consumption for the lower income groups, perhaps attributable in 
part to the experience with substantial redistribution of income and 
more equal sharing of scarce goods durmg the war Whatever the 
cause, this trend may be desirable, so long as it does not go beyond 
what can be accomplished. But mistakes in evaluating the poten- 
tialities for recovery and development which resulted in the estab- 
lishment of levels of consumption that could not be maintained 
beyond the period of external aid, might well result in the necessity 
for later adjustments that would have disastrous effects upon eco- 
nomic and political stability. 

It is also quite possible that humanitarian and welfare considera- 
tions, accepted standards of nutritional adequacy, and short-run 
criteria relating to the prevention of social unrest and political 
instability, all will argue for United States assistance in supporting 
food consumption at levels higher than I have suggested. Considera- 
tions of need, equity, or fairness in the apportionment of assistance 
among nations so as to achieve greater equality in consumption 
may be especially important, since these tend to be presented 
forcefully and persuasively in the kind of negotiations involved in 
the co-operative programming of external aid During the period of 
active aid, grants to countries lacking the ability to repay do effect 
a re-distribution of income Moreover, the positions of the lowest 
income countries should be improved by the development which 
they achieve. Beyond this, however, as Professor Schultz empha- 
sized in his paper, “Food, Agriculture, and Trade,” presented before 
this associatdon two years ago, “No rules, principles, and institutions 
have been developed, first to check and then to lessen the very wide 
gap as between different nations in income per head.” 

A further issue arises from the recurrently strong temptation to 
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attempt the purchase of immunity to the spread of communism 
by supporting the consumption of food in particular countries 
above the level for which I have argued There appears to be little 
doubt but what this conception of foreign aid policy is a facter 
influencing support for the program by important groups in this 
country. History so recent as the past year has shown it may be 
effective in accomplishing short-run political aims But if it is true 
that communism thrives upon economic demoralization, then yield- 
ing to this temptation to any large extent would seem to offer one of 
the most certain methods for defeating, in the longer run, the origi- 
nal purpose 

Probably the greatest threat to a constructive policy course that 
I see in the present situation arises out of the tendency to look upon 
the European Economic Cooperation Program, together with 
United States assistance to other areas, as a means of expanding the 
outlets for exports of agricultural commodities to benefit domestic 
farmers. I need not expand the point for this audience which should 
be more familiar than I am with the alertness of numerous agri- 
cultural pressure interests in exploiting opportunities to practice 
export dumping under a more defensible title. But if I have suc- 
ceeded in making my point of view at all clear, you will underastnd 
why I am inclined to attach importance to the provisions relating 
to “surplus agricultural commodities” in the Foreign Assistance 
Act, as possible evidence of a grave weakness in the foreign food 
policies that we are evolving. 

My choice of material and the organization of this discussion 
probably has revealed something of my concern over the main- 
tenance of longer-run economic stability throughout the world. This 
reflects the importance which I attach to the problem of avoiding 
the kind of collapse that would bring mass unemployment and 
resulting widespread political unrest. In part also it indicates my 
feelmg that there may be a significant gap in United States policy 
in the sense of a failure to face the problem of maintaining inter- 
national economic stability Because of these views, I am inclined 
to emphasize the danger that lack of foresight and lack of in- 
tegration in United States policy could become a positive factor of 
instability 

Postwar economic instability has been a major danger in the 
view of most other countries. Those representatives of other govern- 
ments with whom I have had contact have not appeared to be 
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greatly impressed by their observations of preparations to insure 
the maintenance of employment m the Umted States. Certainly the 
nations which participated in the successive trade conferences made 
abundantly clear their fears of becoming a part of a free-trading 
world economy in view of the dominant position occupied by this 
country and their lack of respect for its ability to maintain stability. 

These fears have recently been less in evidence, in part perhaps 
because foreign representatives have looked upon United States 
grants and credit for recovery and development as providing ample 
support for domestic employment. But if this is not to be con- 
tinued indefinitely, is there not a great danger of disastrous in- 
stability, especially if the economies of European countries adjust 
themselves to a position of dependence upon such assistance and 
then are forced to make drastic readjustments, when the aid is 
terminated? 

In the commodity field, and especially in relation to food and 
agriculture, it seems to me the United States has consistently 
opposed consideration of international stabilization measures. In 
part this appears to have reflected the view that any such measures 
would be in conflict with a policy of free multi-lateral trade, al- 
though m part it may also have reflected a general domestic atti- 
tude towards decontrol. At any rate the Umted States has been 
unyielding in its refusal to consider stabilization undertakings — as, 
for example, in the FAO Preparatory Commission on World Pood 
Proposals during the winter of 1946-47 — excepting only the one 
device of international commodity agreements. Not only was this 
device offered as an alternative to all other proposals but it has been 
insisted upon as necessary to deal with the impending situation. 

I shall not take the time to enlarge upon my personal skepticism 
regarding the possible effectiveness of commodity agreements. 
Suffice it to say that I question whether any individual commodity 
arrangements are likely to prove adequate for stabilization pur- 
poses, and that I also doubt whether agreements such as the pro^ 
posed wheat agreement would actually work in practice. But those 
of you who disagree with me in this view should be able to recognize 
even more easily than I the important political issue that has been 
created by failure to ratify the wheat agreement. Having advanced 
commodity agreements as offering virtually a complete solution to 
the problem of international commodity stabilization, and having 
demanded detailed provision for such agreements in the charter 
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for the proposed International Trade Organization, the country has 
now failed to ratify the first important agreement negotiated. 
Certainly this places the government m a position of acute embar- 
rassment in its dealings with other countries and hence may have 
repercussions upon the effectiveness of its leadership in the future. 


DISCUSSION* 

Leonard K Elmhirst 
DartingUm Hall, England 

It IS a privilege tonight to speak under the chairmanship of Jack Booth. 
His services to F A O. and to our Intemation Conference of Agricultural 
Economists when it met at Macdonald College in 1938 have rightly estab- 
lished his reputation in the field of international statesmanship 

There are exciting aspects to Sir Herbert Broadley’s paper which you 
will have noticed He speaks and treats of the human family as one, as 
living in one house with one larder. That is still a revolutionary conception 
In his description of the work of the different agencies he gives us with our 
very short memories an historical perspective which we badly need As 
he measures for us the material requirements of the citizens of Europe, he 
challenges us to consider how best we can put economics and science at 
the service of humanity and of man as a consumer of material “goods.” 

In treating of policy. Dr Howe, howevei, reminds us that man is not 
only a consumer of material “goods” but a man of feelings, capable of 
quite contradictory kinds of reaction according as to whether he is stimu- 
lated by fear or by courage and hope. You will notice that he makes an 
appeal in his formulation of a foreign food policy in Amenca for* states- 
manship, leadership, imagination, courage, consistency and the long term 
view He reminds us that the American public is capable of scepticism, 
indifference, isolationism, and near-panic and is always subject to pressure 
by special and not always unselfish interests He tells us that adminis- 
trators can be weak, can make promises they know they can’t keep and 
can and do lose sight of sound principles and of long term needs in their 
search for day-to-day remedies 

He points out that stability in Europe can as easily be threatened by 
poor statesmanship as by unsound economics and that Europeans, as full 
of aspirations and of positive capacity as other men and women, need to 
feel confidence m themselves as well as in Amencan pohcy. Can such 
confidence be instilled, he asks, by offering them limited material aid for 
strictly limited periods? Shots m the arm, he suggests, must not only be 
economically sound but the psychologically appropriate if they are to 
revive our self-respect in Europe. 

* A paper given at the Annual Meeting of the American Farm Economic Asso- 
ciation, Green Lake, Wisconsm September 13, 1948 
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Within our own recent memory we have tliree examples, perhaps unique 
in all the history of the world, of international statesmanship which man- 
aged to combine sound economics with that psychological gesture that 
leapt right across traditional barriers of nationalism So soon we forget or 
explain away gestures which at the moment they were made fired by their 
grandeur the imagination of men The offer of lend-lease to Britain and 
her allied democracies, when struggling for tbeir very existence, the offering 
of Marshall Aid at the lowest moment of our postwar hopelessness, and 
the challenge in 1940 on hardly any sound base of economic resource at 
all which Winston Churchill flung to responsible citizens in the fighting 
democracies everywhere. 

In the middle thirties, Lord, then, Mr. Keynes returned to London from 
a visit to Washington and the White House. My wife put to him this 
question* Is economics today such an exact science as to enable an econ- 
omist to advise a statesman with confidence in matters of pubhc policy? 
“No,” said Mr. Keynes He then went on to explain that although man is a 
“goods” consuming creature, he is also a spiritual being and a social animal 
and that our capacity to measure his reaction under different circumstances 
is as yet inferior to our capacity to measure his material and physical 
needs. It is, he said, still the function of the statesman, while sensing the 
need and preference of his public and whilst using all the economic wisdom 
available, to build up confidence in his capacity to lead to the limit of their 
capacity to follow his guess It is well then to recognise that our capacity 
to measure human reaction is still largely guesswork, that a people can 
show a negative reaction to fear, that, when inspired by an appropnate 
expression of trust and affection, they are capable of releasing astonishing 
bursts of energy and enthusiasm 

When released from fear and deeply inspired they are capable of an effort 
so incredible as to be comparable in the field of the physical sciences to the 
release of energy from the atom. 

The challenge these two papers present then is to the economist to 
marshal all measurable facts m usable form for the service of the statesman 
and to the statesman, armed with all the services we economists can ren- 
der, to make that psychological gesture as they term it in the theatre, that 
grips men’s feelings and stirs their imagination and courage into action. 

The day may come when the psychologists and the social anthropolo- 
gists can also come to aid the statesman with measured data upon which 
his hunch or guess can be more solidly based than hitherto. 

What the European nations need today is faith in themselves and in 
one another as well as in their family interest as human being regardless of 
national frontiers They are not sure today how to develop this faith or 
whether America will stay with them long enough to prove her faith in 
their capacity. Inspired, we Europeans can be decent people, patient, toler- 
ant, self-respecting, kindly, and courageous. Depressed by fear and bitter 
memories of our failures and shortcomings in the immediate past, we can 
be gmlty of stupidity, intolerance, panic, persecution mania. We can even 
develope a craving for regimentation as a means of escape and demand 
some Pope or Papa or “ism” to rescue us from our childlike terrors. 
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All the financial devices, all the customs, unions, and trade treaties that 
economists can devise which fail to take these psychological factors into 
account will not by themselves get Europe over its next hurdle. 

Dr. Howe asks whether aid to Europe m limited amounts for strictly 
limited periods is likely to succeed. If the spiritual climate is right it may 
be sufficient, but the right challenge at the right moment m the nght 
terms must also be available if the needed energy and drive is to be re- 
leased. 

The non-convertibility of sterling and dollar along with the rise m the 
inflationary spiral certainly plays a disintegrating role at the present time 
The conscientious European is fast developing a feeling of guilt whenever 
he allows himself to covet American goods, tobacco, books, foodstuffs, or 
labour-saving machinery He is being conditioned not to look in your direc- 
tion at all for anything, when he should be much more discriminating and 
be saving such dollars as he can earn for those goods that will help him to 
stand once more on his own economic feet. He is also beginning to feel that 
he can never get around the corner and this hurts and undermines his 
self-respect. Too long or too great a pressure of this kind can have a devas- 
tating effect on his morale and on his capacity to respond to wise leader- 
ship. As I look out upon the concentrated economic wisdom gathered in 
front of me, 1 can’t help but think that you should be able to use it to 
challenge us in positive ways and thereby arouse that hope and faith which 
will release unbounded energy and yield positive results in a spiritual as 
well as in a physical sense, 
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Chairman Milton H Button, Wisconsin State Department 
of Agriculture 

STATE FRONTIERS IN AGRICULTURAL STATISTICS* 

Arnold P. Benson 
IJlinots Department of Agriealture 

I AM conscious of the honor you do me in inviting me to partici- 
pate in the program of the annual convention of the American 
Farm Economics Association. I sense too the responsibility that 
goes with such an honor, and I feel humble m speaking to you to- 
day on this subject. My views and my observations are based 
on a general interest in the subject of statistics, not unusual for one 
with a background of experience in newspaper publishing and 
editing, and my close association with our Agricultural Statistics 
office during the time I served as the Illinois Director of Agriculture 
A responsibility of State Departments of Agriculture in the 
United States is the basic field of agricultural statistics at the state 
level For many state departments it is one of their larger responsi- 
biliti^ s, and it has provided a growing opportunity. As our economy 
has become more complex and agriculture itself has become in- 
creasingly commercial, the need for more complete and timely 
statistics has become clear. 

When agriculture was simpler and more self-sufficient it could get 
along with less information, but today with an agriculture depend- 
ing mainly on the markets we have a much more sensitive situation. 
The opportunity to make and lose money on the farm is vastly 
greater now than it used to be. The demands of recent war years as 
well as the depression years taught us much about the growing range 
of needs in this field, and we now know that as our economy grows 
older the work in and use of agricultural data become more impor- 
tant State departments of agriculture which have not already done 
so should recognize the expanding use and need of agricultural 
statistics and make provision for this work at the state and local 
levels. It is well known that State Departments of Agriculture vary 


* A paper read at the annual meeting of the American Farm Economics Associa 
tion Green Lake, Wisconsin, September 13, 1948. 
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greatly from state to state and that the state efforts in agricultural 
statistics have varied likewise 

In Illinois some 7d,000 pieces of mail go out to farmers, farm 
service organizations and the press in an average month. Mimeo- 
graph runs will approximate 140,000. Crop reporting accounts for 
most of this mailing, and our crop reports include all important 
types of agricultural production in our State. 

The value of this work to Illinois farmers and to agencies that 
provide information to farmers is evidenced from the excerpts from 
a recent letter received by our Department from Prairie Farmer. 
I quote 

‘^The more scientific and complex that agriculture becomes the more 
farmers and manufacturers serving the farm field are relying upon statis- 
tics for their work. We are findmg an increased demand on the part of 
both our readers and the manufacturers, who regularly use these columns 
for advertising of their products, for up to the minute statistical informa- 
tion about agriculture in the State. 

“Probably the most valuable service that your division of Agricultural 
Statistics offers is the county analysis of the various classifications which 
it turns out We have found that his service has no peer among the various 
services received m this office.” 

Today I will try to review some of the major aspects of agricul- 
tural statistics at the state level which I think should be eij^pha- 
sized The title of my paper, ‘‘Senate Frontiers in Agricultural 
Statistics,” sets up some definite boundaries for the things which 
we are to consider, which is always a good thing. It seems to me 
that we need to examine the following* 

1 What are the most common problems and needs for agricultural data 
at the state and local levels? 

2 If we can delineate the main needs and objectives, what ways are 
there of reaching them? 

I shall try to limit myself to a few main issues which seem to be 
the major State frontiers in this work as I see them at this time, 
and they may be covered under the following heads: 

1. A review of a survey recently made among state agricultural statis- 
ticians as to what they find is needed in the work for their states, and 
a listing of those items to which they would give priority if new re- 
sources were available to lay out additional work. I am indebted to 
Mr. Eblmg to the Statistical Department of the State of Wisconsin 
and to Mr Surratt from my own state for making available for my 
use the results of this survey. 
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2. What sort of program of service seems to work out in states where the 
work has developed farthest from the standpoint of meeting these 
state and local needs in agricultural statistics? 

3. What are the opportunities for additional work m this field under 
the new Federal Research and Marketing Act, any longtime program 
of which must eventually rest to a considerable degree upon primary 
data on production and marketing m agriculture? 

A Survey of What States Want 

In order to get the views of informed individuals in different 
states as to what statistical data are most needed and which types 
of projects would be given priority if resources were available for 
extending the work, an inquiry was sent to state agricultural stat- 
isticians in June of this year. Twenty-four states^ replied to this 
inquiry, and the replies received showed a great deal of agreement 
on certain major items that seem to be wanted in most states. 

All of the states replying to the inquiry stressed the need for a 
greater development of county estimates and of programs to more 
fully meet the growing needs for local statistics. Generally these 
expressions were for more county and even township detail. To be 
sure, this need for sub-state breakdown of agricultm'al data does 
not take the same form in each state. In some states the need for 
local data is by irrigated and non-irrigated geographic areas; in 
others, local data are needed by uniform producing areas, but the 
striking thing is the widespread character of the demand for local 
data. In fact, this seems to be the most primary need in all states 
responding to the inquiry. From this it can be assumed that the 
problem is general and that at best in only a few states has it been 
adequately met up to now. Even in states where relatively good 
county data are available some extension of them would probably 
occur if more resources were available. 

Another item for which practically all states expressed a desire 
was more analytical work and more interpretation and analysis of 
material already collected. It has long been recognized that more 
statistical material is collected than can be fully processed, but 
with the overload of work in state oflSces there seems to be a chronic 
problem in the lack of resources for analysis and interpretation of 

1 The following agricultural statisticians replied to the inquiry A E. Anderson, 
K. D. Blood, C J Borum, D O Boster, H. M Brewer, A C Bnttam, L. M Carl, 
V C Childs, F Darnels, 0 M. Frost, E. L Gasteiger, S J Gilbert, R. L GiUett, 
C. J. Heltemes, M. M. Justin, G Knutson, S T Marsh, P, Parker, E C Paxton, 
P. K Reed, R. C Ross, G A Scott, A J. Surratt, and H. M. Taylor 
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data from the standpoint of putting them more completely into 
use. Output of available material in published form or otherwise 
is one of the important functions in agricultural statistics which 
has been inadequately performed because of lack of resources and 
trained personnel. 

Among the items of new information that were listed as being 
wanted in the states, the following stand out in the order of im- 
portance: 

More county estimates 

More Livestock disposition and marketing data, 

Greater detail on market movement of crops 

Extended coverage to minor crops 

County farm income estimates 

Feed crop balance estimates 

Expanded price work 

Fruit trees surveys 

Irrigation and non-imgation breakdowns 

From the items listed it will be seen that the greatest emphasis 
IS given to items dealing with county and local data. It is recog- 
nized, of course, that in some states a considerable amount of 
county material is now available on such things as crop acreages, 
crop yields, and estimates of production, as well as county in- 
ventory estimates on livestock numbers, etc. Even in states where 
this work is rather far along the demand seems to be for its further 
extension above everything else. As is to be expected, there is 
some geographic variation in the types of things that the states 
want most. In the Corn Belt, there is the emphasis on livestock 
data, in some of the Great Plains and Mountain States the em- 
phasis is on both grain and livestock data, also dividing irrigated 
and non-irrigated crops with separate estimates for each by coun 
ties; and in some areas such things as fruit and vegetable crop 
receive very high priority because of the local importance of the? 
items. 

Another question asked in the survey concerned the prion 
which would be given in various items of work in the differ^jjJ^ 
states if funds were available for expanding the program. The 
states replying listed the following as the most important ones in 
the order given: 

Annual state publication (commodity or county senes, historical data, 
and current data). 
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Further development of county estimates of crop acreages, production, 
livestock numbers, etc 

County estimates of farm income. Improved State-Federal balance in 
relations 

Assessors’ annual farm census. 

Improved present coverage to fit individual state needs. 

Marketing statistics — livestock and crops. 

Develop better check data and market records. 

Fruit tree age and variety surveys 

This list again emphasizes the extraordinary demand for material 
by counties. In practically all states, if the men had an opportunity 
to expand the work they would give this phase first priority. Be- 
cause of the enormous growth of agricultural planning and other 
work and organizations at the county level, the demands for mate- 
rial at this level seem to be the most general and the most pressing 
of all Again, one notes that there is some geographic variation in 
items farther down the list depending upon the things that are of 
first importance in the different areas, but there can be no doubt 
about the virtually unanimous agreement that first priority for 
new work lies with providing increasing amounts of local informa- 
tion, such as by counties. 

What Can We Do About It? 

It is one thing to show what is wanted, but how can we meet the 
situation? Perhaps by looking over the record we can get some of 
the answers from what has been done — ^both nationally and in 
those states where the work is farthest developed The history of 
the work in agricultural statistics, especially during the last thirty 
years, is well known For a long time it was mainly a function of 
the federal government centered in Washington. About the time 
that agricultural extension work.was established through the Smith- 
Lever Act the work in agricultural statistics was partly decentral- 
ized by the establishment of state offices. This movement was m 
line with the trend of the times — a movement of agricultural 
functions from the national levels to state and local or county 
levels. 

Beginning in Wisconsin in 1917, cooperative work was estab- 
lished between the United States Department of Agriculture and 
most of the states. While a number of states were independently 
doing some work in agricultural statistics prior to this time, many 
more have developed it under the cooperative arrangement with 
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the federal government. This had many advantages, one of the 
major ones being the degree of standardization of the work which 
was possible among the states because of the help of the federal 
agencies and of the standardized needs of the United States De- 
partment of Agriculture for the data it required at the national 
level. It resulted in the well-known methods of handling data on 
crops, including acreage, yield, price, etc., and similarly data for 
livestock. 

On major items a good deal of standardization has been de- 
veloped for all states because of the emphasis of needs at the 
national level and because the professional personnel employed 
has been mainly on federal civil service. Professionally, this has 
done much for the service, and what standardization we have by 
states we owe largely to this development. Some states already 
have come a long way in building up a good standard of service 
and wide coverage. Even so, much more coordination and stand- 
ardization of the work among the states is needed. 

The difficulties which one faces when he tries to get and compare 
factual material in the different states or for subdivisions of states 
must be well known to the members of the Farm Economic Asso- 
ciation. In some states data are quite easily available and in good 
order, while in others much that is wanted is only partially avail- 
able or not available at all. Even in such things as state farm price 
indexes, where available, there are often questions of comparabil- 
ity of one state with another. From the standpoint of greater 
utility I hope that similar material similarly prepared will be avail- 
able before many more years m the reports issued by states, also 
that all agricultural leaders and organizations will cooperate to 
this end. A word of commendation is certainly due the Division 
of Agricultural Estimates of the Bureau of Agricultural Economics^ 
for the generally excellent influence which has already been exe«"- 
cised along this line. 

We Need More Balanced Levels of Service 

Quite logically the early work in agricultural statistics was 
largely a task of providing data at the national level. Getting data 
by states has often been merely a means of providing a basis for 
good national totals. The census, for example, has for a century 
collected data which could be summarized by townships, by coun- 
ties^ by states, and nationally. National totals appeared as a first 
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objective and the state totals which accumulate to national totals 
as a second objective. Needs at the national level are quite well 
met, and on many items they are likewise well taken care of at the 
state level However, when it comes to data by subdivisions of 
states, particularly counties, the development between states 
varies greatly and in general the needs of this entire level are still 
unsatisfied. Yet one of the major needs for the standpoint of 
state work is found here. 

It is true, of course, that various data are published for the census 
years by counties, and also there have been some attempts to pub- 
lish certain items by townships. Nevertheless, it is clear that while 
for a hundred years we have collected data in detail in the smaller 
subdivisions for transmission to distant places, only a small part 
of the local data was returned to the areas of origin for local use. 
To bring about adequate publication of available material in the 
subdivisions of states, and to integrate this material both over 
time and in terms of local geography, economy and history, I am 
sure, offers one of the challenges of our time. 

The very nature of the problem suggests that it will have to be 
worked out largely in the states and it is gratifying to know that 
some good headway has been made on the job. It is also of interest 
to known that the Chief of the Bureau of Agricultural Economics 
is working with the officials in the Extension Service for the pur- 
pose of finding a way of achieving this task nationally. It requires 
a balanced program with adequate resources for each of the three 
levels of service — ^national — estate — ^and local. 

In some states the balance between the three levels of functioning 
and responsibility is much better than in others, but generally the 
local and state work is underdeveloped as compared with that at 
^ the national level. There is no doubt but that the states must as- 
stune the principal responsibility for developing the levels within 
their borders, but at the same time, one may well ask the question, 
“Is the U.S D.A. pushing the matter enough to get the needed 
things done'^” Alter all, good results at the national level must 
finally depend on the work in the levels below and the better these 
'^re developed the better should be the national position in this 
service. 

The importance of breaking down our material by counties and 
often by townships becomes apparent when we note the increasing 
scope of activities of agriculture now being conducted in the 
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counties. The great growth of Extension work at the county level, 
educational work in the counties, government functions, farm and 
industry organizations, etc , point out the need. Extension work 
in the counties has long been organized on a project basis sepa- 
rately for each county,^ As one Extension man put it, ‘Tt is difficult 
to run such county programs without factual material on the 
counties.” 

The types of data needed locally, usually are different from 
those needed at other levels. At the national level and often at the 
state level the matter of time senes data measuring the current 
changes from month to month or from year to year are of greatest 
interest. But when we come to the local level, the emphasis changes 
Here we have a greater need for data that show the geographic 
patterns within the county than for the latest figure showing the 
current changes over time Changing patterns m the teaching of 
agriculture now also require local data before those for larger units 
such as the state or the country as a whole ^ Then too the demand 
for county agricultural statistics from industrial, transportation 
and financial agencies dealing directly or indirectly with farmers 
equals that from the agricultural industry. 

There are over 3,000 agricultural counties in the United States 
The state level task of dealing with so many units must have the 
financial support and backing of the state. It requires specialized 
knowledge of each unit as well as a capacity to prepare and or- 
ganize data by counties into a logical sequence so that a story of 
each county will be known in terms of geography, local economics 
and history Along with the primary problems of preparation of 
such material is that of keeping it up to date, which becomes an 
important and continuous project. It is encouraging to note that 
the need and value of this county service have been recognized 
and are gaining support in an increasing number of states. 

Specialized Personnel Needed in State Work 

It must be recognized that because of their varied geography 
and variation in agricultural production, not all states and sub- 
divisions of states can be treated alike. The highly important 

* For a full discussion of agricultural data needs m extension work, see a paper by 
C D Caparoon and E. A Jorgensen, this Joubnal, XXX, page 282. 

2 For a discussion of this see “The Use of Agricultural Statistics in Schools” by 
Walter H Ebling and Louis M Sasman, this Journal, XXX, Page 292. 
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standardization which has been possible because of cooperative ar- 
rangement between the state and the federal government has many 
advantages at both the state and national levels. Because the 
states differ greatly, a knowledge of a state’s economy, its geog- 
raphy, and its history is quite basic to rendering those specific 
services within the state. Professional personnel in the field up to 
now has been mainly federal, and this has had real value in de- 
veloping fairly uniform state level data for most states; but with 
the increasing decentralization of work and the greater recognition 
of needs withm the states, we have reached a time when there is 
urgent need for more understanding of the internal characteristics 
of the states themselves. 

In order to make the most of the opportunities which lie here the 
workers need to be well grounded in their knowledge about the 
state. The local variations in states present so great a challenge 
that to provide the needed data and their interpretations this kind 
of knowledge and understanding is necessary. To function properly, 
this local work must have resources for the job. There must be 
sufficient autonomy in the program so that it can be carried out 
independently, and there must be continuity of service. 

It may be one thing to know the work as a national operation 
and perhaps quite another to know it as a function internally 
within a state. The broad knowledge of the state’s agriculture as 
it is related to its entire economy, its geography, and its history 
comes only with time and experience. To some degree it can he 
met by college training, but most of it has to be learned on the job. 
For the purpose of broadening experience and promoting profi- 
"’rfi^acy it has been the custom to move personnel from one state to 
another or to the Washington office with the result that much of 
^ the training in dealing with the local situations has been lost. Such 
|>iprsonnel shoidd be moved less frequently and moves should not 
be made without proper provision for the continuation of the work 
through the proper training of others, A balancing of staffs with 
at least a part of the personnel specializing in detailed internal 
knowledge of each state would seem to be one of the first essentials 
'in making possible an adequate state program. 

R d: MA Opportunities in Statistics 

From the standpoint of further developing and rounding out 
the agricultural statistics work in the states, the Research and 
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Marketing Act of 19416 is of the greatest importance. This Act 
establishes a long-time program of research in marketing of agri- 
cultural products. Already the State of Illinois has entered an 
agreement for work in this field, and our share of the cost of this 
work for this biennium is $^5,000,00. Any long-time program of this 
type must contemplate basic work in marketing statistics rather 
similar to the production statistics which are already quite well de- 
veloped at least on a national and state basis. State departments of 
agriculture through their statistical offices have an opportunity to 
make an important contribution by combining the development 
of new data on marketing of farm products with the data already 
being brought together mainly on agricultural production. In fact 
some of the unfinished functions in the old field of work can readily 
fall within the scope of the new Act. 

The rounding out of our service to agriculture so as to include 
new material on marketing will probably confront us all in the next 
few years. Because of this each state should give serious considera- 
tion to developing some broad projects under the new Act with the 
objective of providing the needed marketing data on crops, live- 
stock, dairying, poultry and eggs. Programs will need to vary for 
the different states because of the relative importance of the differ- 
ent commodities. Certain types of marketing data should, if pos- 
sible, run through the structure so that they will be available 
within reason for all parts of the country in which the commodities 
involved are important. The work under the Research and Market- 
ing Act has to begin with projects set up in the states. However, 
it should look forward to a coordinated program of work rather 
than an unrelated aggregation of projects The work on mf^rtcjung 
data if properly associated with the existing activities in agricul- 
tural statistics in which we already have a considerable standardiza-^^ 
tion, should coordmate more readily than most of the other phases 
of marketing work developed under the Act. It would seem that 
state departments of agriculture have here an unusual opportunity 
to develo;^ a broad field of work in marketing data paralleling what 
has already been built in production data. 

The administrators of the Marketing Act can well afford to in- 
vest a part of their funds in primary data on which the bulk of 
their projects must rest. In fact, it is hard to conceive of a long-run 
marketing program without such material as a firm and continued 
foundation Those of us interested in agricultural statistics in the 
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states should welcome the opportunities presented under this new 
law. We should without delay establish broad basic lines of work 
and we should ask the federal agency to attempt some coordination 
of it among the states so that instead of a great array of projects 
we come early to a broad basic program of marketing data. We 
have in most of the state statistical ofiSces enough experience and 
talent so that we can move boldly in that direction The ends may 
be achieved by somewhat different means and even through differ- 
ent agencies in the various states, but the objective of data on the 
marketing of agricultural products at the farm as a part of this 
field should be staked out early and vigorously pursued. Already 
there are enough projects underway in states so that the frame- 
work can be discerned, and I would like to urge state commissioners 
of agriculture and the Bureau of Agricultural Economics to under- 
take a program of cooperative work in the development of the 
marketing data which will be needed under the RMA programs in 
marketing if these are to grow into the usefulness Congress has 
a right to expect. 

To summarize, then it is my thought that the States should take 
the major share of responsibility in the field of agricultural sta- 
tistics dealing with the preparation and publication of county ag- 
ricultural statistics or sub-State breakdowns and entirely for as- 
sessors’ farm census work. The practical value and expanding uses 
of these data within states are well known to this group. 

I am indebted to the State statisticians in twenty-four states 
who cooperated in the recent survey which points out the out- 
standing needs for strengthening and extending the State and 
^'’Jfayti^al service in agricultural statistics. It is clear from the re- 
sults of'this survey that county agricultural statistics and sub- 
^State breakdowns are given top priority It also stresses the im- 
fyprtance of annual State publications and the need of extending 
other services to better equip State offices for meeting the expand- 
ing uses and calls for agricultural statistics. The preparation and 
publication of county and sub-State data vastly increases the 
amount of detail and time taking work. Our service possesses the 
' “know-how ” for expanded lines of work but our State offices, by 
and large, are understaffed. 

Research and marketing programs initiated in the states but 
integrated nationally, offier an exceptional opportunity for expan- 
sion to the point where local and national needs for basic data 
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better can be met State resources provided for this purpose should 
be used mainly for state work. 

The importance of local data should not be underrated at the 
National level. If observed this will strengthen the entire structure 
from the local to the State and National levels. In some states I 
feel that more attention should be directed to working our a more 
balanced program at these three levels This will require skilled 
leadership. I feel that the U.S.D.A, is well equipped to share m the 
aggressive action needed to obtain improvement in standardization 
and service. 

If I may conclude with a recommendation it will be that both 
the States and the U.S.D.A. make added provision for employing 
and training specialized personnel for this cooperative work. Also 
to maintain a balance so that the number of more experienced men 
are ample to carry out State programs without a break in the flow 
or efficiency of the schedule of service The maintenance of a well 
informed and balanced State staff is certainly one of the first es- 
sentials to an adequate State program. Also I would recommend 
that both the state and National Departments of Agriculture 
canvass more vigorously R.M.A. possibilities for broadening and 
improving our fields of public service, particularly the needed 
service emphasized in the returns from the state survey, and also 
to provide the marketing data which will be essential to the long- 
run success of the R.M A. Act. 

DISCUSSION* 

R K, Smith 

Bureau of Agricultural Economics 

Being a statistician it is natural for me to start by giving a few figures 
as a background to later discussion. The Bureau lias 41 State statistical 
offices which serve all of the 48 States. In 40 of them formal cooperati ve 
agreements are maintained with State Departments of Agriculture or 
State Colleges of Agriculture, or both, for the collection and publication of 
agricultural statistics, hi 7 States the cooperation is limited to statistics 
on manufactured dairy products Of the remaining 33 States, the Bureau 
cooperates with the State Departments of Agriculture m 28 and with the 
State Colleges in 7. With the programs developing under the Research and 
Marketing Act, agricultural agencies in a number of additional States have 
become interested m strengthening the statistical work at the local level 

* A discussion given at the Annual Meeting of the American Farm Economic 
Association, Green Lake, Wisconsin, September 13 , 1948 . 
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as an aid to marketing programs It now appears that such agreements will 
be completed in at least 3 additional States within the next few months. 

In total, the States put about $470,000 into these cooperative offices 
last year— the amount ranging from less than $1000 in some States to 
$85,000 in Cahfomia. Other States making important contributions to the 
agricultural statistics program are Wisconsin, Illinois, North Carolina and 
New York. As Mr Benson has stated, this cooperative work started back 
in 1917, The purpose of these cooperative agreements between State and 
Federal agencies was to eliminate duplication in the collection and publica- 
tion of agncultural statistics at the State level; to provide a coordinated 
program of State and national agricultural statistics; and to make it pos- 
sible to provide better local information such as coimty estimates Over 
the years this cooperation has been highly effective and at the present time 
there is practically no duplication between State and Federal agencies in 
the collection and publication of agncultural production statistics. This 
program has also resulted in the desirable standardization of statistical 
work mentioned by Mr. Benson. It is providing much more information at 
the local and State level than would be possible with each agency carrying 
on a program alone In the States where agreements are m effect I believe 
also that they have resulted in a stronger State statistical program as 
well as adding greatly to the national program. After all, many of our na- 
tional statistics on agriculture are built up on an individual State basis and 
a strong State program means greater strength at the national level 

These cooperative arrangements have always recognized the State re- 
sponsibility for information at the sub-State or local level. For the most 
part, it will have to remain a State responsibility and the volume of local 
data made available will largely depend upon the amount of support which 
the individual States can provide. Some further standardization in agri- 
cultural statistics for sub-State areas may be possible. This can probably 
be best accomplished, as it has in the past, with the Washington office 
acting as a coordinating unit providing for the interchange of ideas, results 
of research earned on m the various States, and new methods developed, 
as well as general technical and counseling help. However, local needs vary 
by States and even within States Thus state needs are an important factor 
in determining what each State shall do for the money it puts into the 
collection of agricultural data To meet the needs expressed generally 
throughout the country the Federal Bureau is anxious to give all the as- 
sistance it can in the development of local data, provided that States 
want such help 

Strengtliemng of the Field Offices 

The Bureau has long recognized the need for strengthening the State 
> jtatistician offices not only to do a better job on the agricultural statistics 
now being provided but in meeting additional or new needs Even with 
some increases in appropriations for the statistical work of the Bureau 
these increases have not kept pace with increase in costs and usually such 
increases have carried with them commitments to carry out new lines of 
work We find it difficult to drop hues of work because the interests whiCi 
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were instrumental in providing for a line of statistical work insist that it 
be continued 

In a recent survey among our State statisticians on the needs for 
strengthening the offices, each office was asked to list the kinds of data now 
collected which needed to be improved or expanded Thirty-seven of the 
41 offices listed as first priority the, need for improving or expanding the 
entire program of county statistics. These replies emphasize the point that 
Director Benson has made regarding the need for coimty and sub-State 
data. A wide range in the types of county and sub-State data seems to he 
wanted in the different states. While the Federal Government has provided 
funds since 1933 for preparation of basic ounty statistics on acreage, yield 
and production of such crops as wheat, cotton, corn in commercial com 
areas, rice, flax, etc , which were needed in the administration of adjust- 
ment and crop insurance programs, the development of most county 
statistics rests with the States. The State men reported a wide range in 
the types of county statistics requested 
While the program of county estimates was given top priority by the 
State Agricultural Statisticians m the kinds of data now collected which 
need to be improved or expanded, there were also other types of informa- 
tion wanted and I am sure this group would be interested in a list of them 
The following are the more important ones in the order of frequency of 
mention. 

Prices received and paid 
Livestock numbers and production 
Marketing data on crops and hvestock 

Truck crops for fresh use and processing, including market gardens 
Kelease and publication of data already collected 

Expanded information on fruits and hemes including number of trees, production 
and utilization and value by varieties and age groups 
Expanded poultry program including broilers, eggs, turkeys, etc. 

Utilization of farm products 

Production, utilization and value of dairy products 

It will be noted that most of the important statistical series now being 
issued were mentioned as needing improvement m at least some States. 
The fact that release and publication of data already collected was men- 
tioned frequently emphasizes the importance of sufficient resources to 
interpret, analyze and publish more of the statistical material already 
collected. Generally these needs can only be met by securing additional 
resources. 


Spedalv&ed Personnel 

This leads me to the matter of personnel Director Benson has mentioned 
the need under an expanded program providing longer tenure of expe- 
rienced technical help in the individual State office. The Federal agency 
recognizes the value of experience and knowledge of agriculture in a p^lr- 
ticular State when working on problems dealing with that particular State 
Under a growing Federal program with much of the technical personnel 
under Federal Civil Service it has been necessary to move such personnel 
in accordance with requirements of the over-all program This has been 
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one of the factors leading to standardization and has given each individual 
a chance to gain experience and advance more rapidly than would other- 
wise have been possible. It has also given them a fuller appreciation of the 
national program 

Opportunities under the Research and Marketing Act 

It seems that the Research and Marketing Act of 1946 offers opportimi- 
ties for expanding the agricultural statistics — ^not only at the State level 
but also at the local level. Practically every marketing program which is 
set up requires basic agricultural information either on production, supply, 
market outlets or some other category which is of importance in solving 
marketing problems A number of States have already taken advantage 
of such funds m expanding their program in agricultural statistics by 
developing marketing data. Such cooperative BMA projects are in opera- 
tion approved in 9 States These cover such projects as: 

Collections, tabulation and dissemnation of statistics relating to fruits and 
vegetables on less than State basis. 

Estimates of number of sows farrowed monthly. 

Developing methods for forecasting monthly marketings of hogs. 

Number of fruit trees by varieties and age groups. 

Developing senes of monthly and season prices for principal apple varieties. 

Development of more complete statistics on poultry at the State and local level 

Development of primary statistics in milk production, utilization and marketmg 
at the farm by local market areas 

Study of basic trends in commercial production and marketings of fruits and 
vegetables and processing crops by areas. 

Sources, markets and marketing outlets of hvestock by counties and market 
areas. 

Survey of gram storage capacity survey on and off farms 

Development of statistics on prices received by farmers for agricultural products, 
particularly wheat, beef cattle and eggs by classes or grades and by local areas. 

Survey of capacity of alfalfa dehydrating plants. 

As mentioned earlier the availability of RMA funds is expected to lead to 
cooperative agreements on agricultural statistics between the Bureau and 
State Agencies m at least three additional States. Those charged with the 
"'"riSSpOJisibihty of administering RMA funds are interested m expanding 
the wdfk with the State Departments of Agriculture into additional 
States and this offers many opportunities Here again the matter of stand- 
“^ardizatioii is rather difficult because of varying demands among vanous 
States. The Bureau is glad to give what assistance it can in developing the 
statistical program under the RMA Act, and is particularly interested m 
seeing that cerLain broad objectives are carried out in State pro]ects and 
the type of projects undertaken. The Bureau has also assisted in setting 
up and developing methods for carrying out some State projects under- 
N4aken with RMA funds However, funds which are allocated to the State 
Departments of Agriculture for matching under the Research Marketmg 
Act become essentially State funds and the primary responsibility for 
their expenditure rests with the State agency, and the State statistician 
111 charge of tlic joint office represents the State in carrying out RMA proj- 
ects assigned to him. 
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The Bureau in its requests for RMA funds at the national level for the 
collection of statistical data needed in marketing research has followed the 
policy of recommending projects which round out programs of a national 
character such as data on stocks of flaxseed and sorghum grams, naval 
stores and broiler supplies in commercial areas as well as recommending 
programs in new fields where research is necessary to determine the most 
effective means of collecting needed information. 

The importance of the RMA Act in developing marketing data to parallel 
production data is recognized. Undoubtedly some coordination may be 
needed in Washington and much more wJl be needed in the States In 
the States it is evident that much public relations work lies ahead to de- 
velop concentrated interest in some subjects. At the present time our field 
offices vary considerably m their capacity to develop and coordinate these 
various group interests, and the available experience m such offices needs 
to be exchanged. I would also like to emphasize the necessity and desirah^^ 
ity of any agency planning a research project to carefully review the fieia 
of available basic data on the subject, if the needed statistical information 
IS not available, provision should be made in the pro]ect to collect it. In 
the past year some RMA projects were started without full knowledge 
of the limitations in the basic statistics available on the subject Conse- 
quently there have developed urgent requests for statistical information 
which cannot be met with existing resources. It is also just as important 
that existmg data are not duplicated. 

In closing I want to suggest that the Bureau through its State offices 
and with its coordinating technical group m Washington is in a position 
to render assistance in developing methods for collecting additional agn- 
cultural data and in the compilation and publication of such data. In other 
words, the technical skill and the “know-how” is generally available if the 
necessary resources can be provided. 
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OUTLOOK FOR WORLD FATS AND OILS 
PRODUCTION AND USE* 

W. H. Jasspon 
Perkins Oil Company 

A fter World War I the opinion was widely held by Govern- 
^ ment experts that fats and oils would continue to be scarce — 
and high — for many years. Within a few months follow’ing the 
1919 bulge prices declined violently. A high official of that era, 
when asked to explain what happened, stated simply but realisti- 
cally, “We underestimated the ability of the people to do without.” 
Is history repeating itself? 

Statistics continue to show a mathematical gap between world 
supply and demand. Many predict again it will take years of high 
prices to bring about a balance. No one denies that there is a die- 
tary deficiency in many parts of the world. There always has been. 
It is agreed that population is increasing. Against these arguments, 
when it comes to assessing price trends, it is necessary to weigh 
the incentives of price and recovery as influences on increased pro- 
duction. Nor can we ignore the cruel fact that most large consuming 
nations cannot afford to purchase fats freely, even if extra quan- 
tities were now available. 

For many years before World War II, fats and oils were rela- 
tively cheap. There was no occasion for conservation. Used fats 
were seldom saved for reuse or sale. International trade was com- 
paratively easy, and low prices induced large inventory accumu- 
lations 

It is appropriate to examine the changes which are taking place 
m the world pattern It may be too early to evaluate their ultimate 
impact on our own new pattern of production We shall have to 
find export outlets if we are to produce at current capacity. 

The Philippines have more than restored their prewar position 
as producers of copra. Credit for the rapid resumption of this trade 
is due primarily to the organized activities of a group theretofore 
engaged in the business. They created a non-profit development 
corporation, with the approval of, and aided by, the U. S. Gov- 

* A paper given at the Annual Meeting of the American Farm Economic Asso- 
ciation, Green Lake, Wisconsin, September 14 1948. 
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eminent, which pro\nded the implements of rehabilitation. It is 
an excellent demonstration of what experienced people can do. 
While several hundred thousand tons were lost as a result of a ty- 
phoon in late 1947, full-scale production may again be expected 
during the coming year. Other areas of the Orient and South Pa- 
cific have not made such progress due to political disturbances, as 
well as price and marketing controls, all of which have retarded 
all-out activity, 

India was a primary source of export supply before the war. The 
tendency there, as in many agricultural exporting nations, is to 
industrialize and channel an increasing share of the products into 
home consumption. 

Argentina calls for more elaborate explanation. It has been one 
of the lowest cost producers of cereals and oilseeds, principally 
flaxseed. It supplied a major part of the world’s linseed require- 
ments, prewar. Its export price set the world’s market The United 
States was dependent on such imports, which averaged around 
18,000,000 bushels annually in the 1935-39 period However, in 
1946, the Central Bank, aware of world shortages, and being dis- 
satisfied with its position during the war, took over under a decree 
practically all of the exportable agricultural production of field 
crops. It became, in effect, the sole buyer. It fixed a price to the pro- 
ducer of about $2.26 1 per bushel in terms of the U. S. dollar, for 
flaxseed. The exportation of flaxseed as such was prohibited. A 
National Agency became the sole seller. It set price levels at an 
all-time high, which influenced prices throiight the world. This 
State operation, until recently, provided huge and quick profits. 
But it served notice to the world that xArgentina could not be relied 
upon as a primary source of supply, as long as it exercised a dic- 
tatorial State control over exports and prices. Unless its present 
policy of a State controlled economy is reversed, the effect will be 
a permanent impairment of its basic economic system. 

Until very recently Argentina has shown no disposition to change 
its arbitrary price policy. Inventories have been permitted to pile 
up Without regard to the possibility that Argentina could no longer 
dominate the market The present stock of linseed oil there is esti- 
mated at 150,000 metric tons. There are also some export stocks of 
edible fats and huge quantities of oil cakes, all owned by the trad- 
ing agency. Many linseed mills have ceased to operate because no 
further storage is available. Planters have been urged to cut the 
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flaxseed acreage in -1948 even furtlier, in an attempt to extricate 
the Government out of the full consequences of its ill-advised ven- 
ture into the commercial field. Prewar acreage was around 7,000,000 
though in 1936-37, over 8,500,000 acres were planted. Production 
this year is about 850,000^ metric tons on slightly over 4,000,000 
acres, though over 2,200,000 tons of flaxseed were harvested in a 
single year (1931-32). Price does influence production. 

There have been further effects of its state-planning policy. It 
compelled the Umted States to become a self-sufficient producer. 
It induced Canada and Mexico to increase production for world 
markets These efforts have been so successful that these three 
countries will have substantial surpluses for export this year. The 
Argentine policy has been the direct cause of a flaxseed program in 
French North Africa England has begun to grow" flaxseed on a 
commercial basis. Even smaller countries, like Sweden and Den- 
mark, have undertaken to grow flaxseed for crushing. This approach 
to national self-reliance is against the interest of a sound inter- 
national trade economy It forces governments into underwriting 
unnatural and high-cost production. But until Argentina accepts 
the doctrine of dependable large-scale production and free market- 
ing the present trend will continue 

By this time bountiful harvests here and in Europe must have 
impressed the ^gentina officials that they have over-played their 
hand. The press reports some criticism because of our refusal to 
grant dollar credits through EGA for the purchase of Argentine 
surpluses The British, and other countries to a lesser degree, bailed 
them out in 1946 and 1947, under stern necessity. Now they want 
to high-pressure us into rescuing them from their self-made dilem- 
ma. This is too high a price to pay for goodwill Argentina can earn 
dollars legitimately when it resumes its natural competitive position 
for the U. S. market. Regardless of representations from diplomatic 
sources EGA cannot justify the allocation of funds to buy commodi- 
ties in other countries when they can be procured here. I view wdth 
some misgivings its recent allocation of dollars to European coun- 
tries to purchase oil cakes in other Latin and South American 
countries, when we will be confronted shortly with a domestic 
surplus. 

Argentina may decide to sell its present stocks to Europe in the 
near future, either through credits or in the currency of the country. 
It cannot hold out indefinitely. 
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The over-all fats and oils position in nearly all European countries 
shows improvement. European nations having colonial possessions 
control their exportable supplies. In some colonies open dissatis- 
faction is quite pronounced over the low prices paid to them as com- 
pared with prices paid heretofore in free markets. It has interfered 
with maximum output. The production of whale oil has reached 
the level permitted by international convention. 

England has materially added to its stock pile from the low of 
1946, despite an increase in its fat ration of one ounce per week 
within the past year. Empire harvests, coupled with supplies from 
sterling areas, should be sufficient to obviate the necessity to allot 
ECA dollars for the purchase of fats and oils. 

The French stock is low, and France will have to be a claimant 
on free supplies for about one-third of its current ration It has made 
some progress in expanding production, in addition to flaxseed. 
It expects to provide about 35,000 tons of oil from rapeseed grown 
in metropolitan France this year, Rapeseed was not produced in 
quantity for many years prior to the war. The Germans induced 
its cultivation during the occupation. Since the war, high oil prices 
and lack of exchange have made it attractive to farmers to grow 
this crop, A peanut project is being proposed for French West 
Africa. 

England is at work on a similar development for British West 
Africa, and a huge peanut acreage is being readied in British East 
Africa While progress has not been as rapid as anticipated, full- 
scale operation is expected by 1952, to yield betw’een 250,000 and 
300,000 long tons of oil annually at that time. 

European livestock rehabilitation at an accelerated pace is 
assured by excellent feed crops. Large tonnages of proteins wnll 
also be available The question is, how much can they afford to 
purchase. 

Brazil is another area capable of expansion in oilseeds In the 
North, babassu nuts (a species of palm) are in vast supply. Large- 
scale operations were held back, before the war, by the then pre- 
vailing low prices. The lack of a cheap and efficient nut-cracking 
process, the need for good roads and transport equipment are also 
important factors But if the price incentive is sufficient, these 
technical and mechanical difficulties wdll be solved In Southern 
Brazil the peanut harvest this year is estimated to yield over 200,000 
tons, as compared to about 20,000 tons in previous years. 
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Practically every importing and exporting country maintains 
state controls m varying degrees. Such restrictions, coupled with 
the lack of confidence m the official rates of exchange for the cur- 
rencies of many countries are handicaps to full recovery. Bilateral 
or barter deals stem from these causes. This makes it difficult and 
often unrealistic to translate stated prices in terms of the dollar. 

The United States, according to present estimates, will produce 
a much larger exportable surplus of fats from 1948 crops Lard 
production should also begin to increase by the end of first-half 
1949. Unless producers are to receive unexpected low prices es- 
pecially during the heavy marketing period, except where the sup- 
port prices are high, as in the case of flaxseeed and peanuts, it is es- 
sential that a realistic program for export be formulated and ap- 
proved without further delay. The bulk of such exports will have 
to be financed by EGA funds A large quantity will probably be 
requisitioned by the Army for occupied areas 
Except for the possibility at this time of low prices, the various 
nations participating in the Marshall plan will request minimum 
supplies of fats and food items, as there are many claimant agencies 
in each country who require dollars for other goods and materials 
It is likely that the aggregate requirements (including the Military 
areas) can absorb whatever fat surplus may be offered by the U. S. 
However, it is doubtful if Europe will require the prospective world 
surpluses of oil cakes, unless the price is so low that they may con- 
sider its use as a fertilizer. Recently the Pood Director of EGA ex- 
pressed the opinion that larger cereal exports were possible in view 
of the increased crop estimates. (I assume he would take the same 
position with respect to fats and oil cakes ) The Secretary of Com- 
merce issued a statement as being opposed. He wanted the con- 
sumers here to have a “break ” He was either unaware, or deliber- 
ately overlooked the fact, that the day he used this springboard in 
an obvious bid for votes, both wheat and corn, new crop, were 
selling below the minum prices the Government guaranteed pro- 
ducers. The Department of Commerce should not have the legal 
power to veto an export food plan initiated by the Department of 
Agriculture. It does not make sense, and the law giving Commerce 
this right should be revoked by Congress 
My purpose in highlighting some of the forces at work in the 
world is to focus attention to the price problem confronting pro- 
ducers of oilseed crops here, and to the need for the Government 
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to formulate a practical policy, first, concerning the disposition of 
the surpluses arising from this yearns production; and, second, to 
create a sensible program as to what it proposes to do about the 
1949 production. Obviously one has a distinct bearing on the other. 

For purposes of discussion, I shall make several suggestions in 
connection with our domestic situation 

1 I believe it is sound, at least for another year, to encourage 
oilseeds production At this time, it is fair to assume that oilseeds 
m 1949 are more likely to be in greater demand than the additional 
tonnages of cereals and feed crops, which would be grown on most 
of the acreage withdrawn from oilseeds. We must insure our own 
needs, and can afford to insure some of the world’s requirements 
at reasonable support price levels. 

2. The Government should have the courage to allocate export- 
able quantities, before these surpluses pile up as they have m Ar- 
gentina, or sell at unduly low prices. Large stock piles are an un- 
necessary burden, as long as production is encouraged. The pro- 
ducer, processof, and ultimate buyer are all entitled to know what 
demand they can expect in advance of heavy seasonal marketing, 
as long as Government exercises controls which restrict free trading. 

3. The whole question of export controls should be re-examined 
objectively. There is ample justification for relaxing controls or 
limiting them to special conditions In many commodities they may 
be eliminated entirely As I have already stated, the greater share 
of exports is already controlled by dollars set aside by EGA. We 
should not limit or regulate imports by our Latin American neigh- 
bors, who are our regular customers It is time to demonstrate our 
professed faith in freeing trade, not m freezing it It is wrong to use 
either the allocation or power veto to impose in effect a form of 
price control. 



ANIMAL FATS AND OILS— SITUATION 
AND OUTLOOK’*' 

R. J. Eggert 

American Meat Institvte 

T he animal fats and oils outlook is of vital importance to 
livestock producers as well as to the entire livestock and meat 
industry. It is also of real interest to producers and processors of 
competitive fats and oils, and to the general public, as a factor in 
their cost of living. This paper (within the space limits available) 
will take up (1) the current animal fats and oils situation, {%) the 
probable situation in 1949, and (3) the outlook for the next decade 
Emphasis will be placed upon the long-range outlook, with special 
consideration of the major favorable and unfavorable factors that 
may affect the relative supply and demand situation for animal fats 
and oils in the 1950’s. 


Current Siiuatwn 

The wholesale price index of 27 fats and oils currently (August 
1948) is 18 percent below the peak in January 1948, but it is still 
about 2| times the levels which prevailed during the immediate 
prewar years (1939-41). Inedible beef fats show the least advance 
over prewar (about double), butter has advanced about times, 
while prices for edible beef fats and lard are slightly more than triple 
the 1939-41 average. During this same period the wholesale price 
of all foods advanced about 2| times, while the all commodity in- 
dex is a little over double the prewar level 

Consumption of the four major edible fats — ^lard, butter, short- 
ening and oleomargarine — in 1948 will be about 38 pounds per 
capita. This is about the same consumption as last year, but it 
is about 5 pounds less than the prewar (1939-41) average per 
capita consumption. Lard consumption in 1948 will be about 
12.5 pounds per capita, which is about 7 percent less than pre- 
war (1939-41). Butter consumption is expected to be about 10.2 
pounds per capita this year, or nearly 40 percent less than the pre- 
war average. This reduced per capita consumption of animal fats 

* A paper presented at the Annual Meeting of the American Farm Economic 
Association, Green Lake, Wisconsm, September 14, 1948 The author wishes to 
acknowledge the helpful assistance of Mr J. Russell Ives, of the American Meat 
Institute, and other economists in the meat packing industry, in the preparation of 
this paper The views he expresses, however, are his own 
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IS largely a reflection of the sharp drop in production, especially of 
butter, and the increase in population over the prewar period. 

Outlook for 19i9 

On the supply side, the outlook for fats and oils in the coming 
year is dominated by the exceedingly favorable crop conditions 
which have prevailed during the present growing season. Not only 
will the 1948 crop of vegetable oils exceed the previous crop by a 
wide margin (about 19 percent), but once again we have an 
abundant supply of feed grains in prospect for increasing live- 
stock production and the output of animal fats. The protein 
supplement derived from the oil seed crops also will aid in the ex- 
pansion of the livestock production which will follow this year’s 
bumper harvest. 

Of course, livestock numbers cannot be expanded immediately. 
There even is some question as to whether or not the downward trend 
in cattle numbers will be halted by 1950. However, it is quite cer- 
tain that more grain will be fed to beef cattle and milk cows in 1949 
than during the current year, and this should mean a greater out- 
put of beef fats and of milk. The prospects for butter production 
in 1949 IS an interesting question. With probably somewhat more 
more milk and smaller foreign demands for milk products, one might 
expect a considerable increase in butter production next year. 
However, if consumer purchasing power continues at or near its 
present high level, it seems highly possible that this increase in 
total milk availability could easily be absorbed in increased con- 
sumption of fluid milk and ice cream. 

Although hog production certainly will expand in 1949, hog 
slaughter in the coming marketing year (beginning October 1) 
already is largely determined by the size of the 1948 pig crop. Total 
slaughter in 1948-49 may differ very little from the preceding year, 
but weights to which farmers feed hogs may be quite heavy, be- 
cause of the abundance of feed and expected favorable feeding 
ratios. We estimate that next season’s lard production may total a 
little larger than in 1947-48, but production of all animal fats will 
be off slightly from a year earlier. 

The demand for domestic fats and oils in 1949 is, of course, closely 
tied to the general business situation and consumer purchasing 
power As yet there are no signs of a material weakening of these 
factors, at least through the first half of the year The sharp increase 
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in the production of vegetable oils will make possible increased out- 
put of manufactured products competing with animal fats. Moder- 
ately larger imports of tropical oils may also materialize in 1949, 
although the entire export-import situation for fats and oils is de- 
pendent upon future Government policy in this field The Govern- 
ment should be taking steps (thinking in terms of long range policy) 
to encourage or at least permit the development of export markets 
for United States fats and oils This is especially important be- 
cause of the potential large supply of animal fats as our meat pro- 
duction increases. 


The Long-range Outlook 

A comprehensive statistical evaluation of the long-range outlook 
of animal fats and oils is beyond the scope of this paper. An effort 
has been made to outline some of the maior favorable factors affect- 
ing the relative supply and demand for animal fats compared with 
vegetable oils (pros), and to some of the major unfavorable factors 
affecting the relative supply and demand for various animal fats 
(cons) during the next decade 1950’--1960. 

Needless to say, the absolute level of lard prices will hinge im- 
portantly upon the total supply of all fats and oils, including im- 
ports and the multitude of factors affecting the general level of 
prices, employment and business activity, as well as the 10 percent 
increase in population expected by 1960 For the most part, I 
have only generalized, and no generalization can be more than a 
partial truth. It is hoped, however, that the points listed will serve 
to stimulate additional interest in further research m this important 
field. 

I. PROS (factors tending to strengthen the relative supply and de- 
mand position for animal fats). 

1. Improvement in the nature and the adaptability of animal fats. 
One of the most startling and most recent developments m the field 
of improving animal fats is the discovery of new antioxidants which 
improve the keeping quality of lard. One such new product, known 
as AMI 72, and developed by the American Meat Institute Founda- 
tion, at the University of Chicago, when added to lard protects 
products such as potato chips, crackers and pastries from rancidity 
on grocery store shelves and in the home, for a period much longer 
than heretofore has been possible. It also has the fortunate charac- 
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teristics of being readily fat soluble, easy to add to lard, requires 
no special equipment, and is inexpensive, adding only a fraction of 
a cent a pound to the cost. The antioxidant also greatly increases 
the keeping qualities of lard itself. When kept at room temperature 
and exposed to air, the keeping time of lard by the use of AMI 7^, 
was increased from a period of 4 months to periods ranging between 
^6 to 31 months. This development, along with the research work 
which has resulted in the modification of the physical properties of 
lard by either adding lard flakes or by partly hydrogenating the 
entire laid, and permitting its mixture with vegetable shortemng, 
is an extremely important one which should strengthen the rela- 
tive position of lard over the next decade It will permit the use of 
lard in the rapidly expanding ‘‘mix” field. When this important 
stride forward is combmed with the trend toward a better and more 
convement package and more aggressive merchandising for the 
home market, as now seems probable, we will have to list our fiirst 
point as one of the strong plus factors on the side of this important 
aminal fat. 

It is my understanding that parallel developments for butter are 
under way, which should result in a further improvement in this 
other major animal fat product. 

Increased emphasis on lean hogs and lean beef. Experimental 
"work at various colleges and on the part of animal breeders is re- 
sulting in slow but sure improvement m the type of hog that, when 
marketed at light weights, will give an increasing proportion of the 
more valuable cuts, hams, loins and bacon, and a decreasing pro- 
portion of lard. To some extent, this is being aided by the increasing 
supply of the high-protein soybean oil meal, increased use of better 
legumes and grasses, and more emphasis on soil conservation 
Further progress should be made in the next ten years in the devel- 
opment of a higher protein corn. In fact, it seems clear that the 
increased emphasis on leaner hogs and perhaps leaner beef will, 
in part, be stimulated by the relatively unfavorable position of ani- 
mal fats themselves. It is a well-known fact that the average weights 
to which hogs are fed affects importantly the supply of lard and 
fat cuts. Due to this fact, and the fact that the average amount of 
feed required per pound of gain increase directly with market 
weights, it has been shown that a normal supply of feed (88 billion 
pounds of corn equivalent) when fed to hogs weighing ^00 pounds, 
would result in 9.3 billion pounds of lean pork and 2.6 billion pounds 
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of fat. This same supply of feed, if fed to hogs averaging over 300 
pounds, would give 7 3 billion pounds of pork and 5 1 billion pounds 
of fat ^ 

3. Strong European desire for animal fats. With the world popu- 
lation increasing at an annual rate of 20 million persons, reduced 
livestock numbers in Europe, and relatively low consumption of 
fats in many countries, there is no question that a strong desire 
for some of our animal fats exists abroad The basic problem, 
of course, is What will we take in exchange for these commodi- 
ties? It is not a question of world needs, but a question of whether 
or not foreign countries will be able to pay — and this looks none 
too hopeful It is understood that many countries, especially 
European countries, prefer lard which (to the extent that they 
have purchasing power) should favor the relative position of this 
animal fat. It will be recalled that just a year ago, the FAO con- 
cluded its discussion of the European fats and oils situation wdth the 
following statement. “The low level of fat production in Europe, 
combined with the acute world shortage of fats, is responsible for 
a serious decline in fat consumption in Europe, compared with pre- 
war, than perhaps in any other food 

Also, in his recent testimony before the Senate Committee on 
Banking and Currency, Secretary of Commerce Charles Sawyer 
emphasized a continued world shortage by saying “World demand 
for fats and oils continues to be greatly in excess of supply. Before 
the war, world net exports of oilseeds, butter, oils and fats, aver- 
aged 5 8 million metric tons annually (fat equivalent). This amount 
was reduced to 3 45 million metric tons in 1947, and a favorable esti- 
mate indicates that about 3 8 million tons may be available for 
international trade in 1948. Without allowing for increased w^orld 
population, the present international trade in fats and oils results 
in a deficit of about 33 percent ” 

4 Aggressive research in the direction of developing industrial 
usage of animal fats. The possibilities of industrial use of fats is a 
topic that is so new that no definite conclusions can be drawn Re- 
search to date has indicated that the breaking down of fats into 
their various components might open up an entirely new use in 
plastics and other synthetic fields. To some extent this develop- 

^ Source* Feed Consumption and the Produekon of Pork and Lard^ Technical 
Bufletin No 917, June 1946, United States Department of Agnculture, 

* The State of Food and Agriculture, FAO Conference, August 1947. 
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ment would eventually apply to all fats, but in the interim, it ap- 
pears that animal fats would receive the greatest benefit 

5. Possibility of stock-piling animal fats This possibility arises 
basically out of the new technical developments referred to in (1) 
above, which permits greatly increased keeping quality of animal 
fats, and may be stimulated during some period within the next ten 
years by the pressures arising as the result of the attempt to sup- 
port hog prices. The Government may justify such a program on 
the grounds of National Defense, since it is true that the storage of 
fats requires little space relative to the number of calories involved, 
and that fats have considerable flexibility from the standpoint of 
mobility and usage during a period of emergency. It is significant 
that coconut, palm, and tung oil are among the list of strategic and 
critical materials listed for national stockpiling by the Munitions 
Board 

II. CONS (factors tending to weaken the relative supply and de- 
mand position for animal fats). 

1. Downwari trend in the relative price and relative consumption 
of lard as compared with shortening over the past 25 years. The total 
consumption of lard and shortening per person in the United States 
has tended to be fairly constant over a period of years Our study 
shows that lard production tends to fluctuate up and down depend- 
ing upon the size of the pig crop, and feed conditions, which in 
turn, along with the declining export market, has affected its do- 
mestic consumption. Shortening production tends to take up the 
slack. Hoivever, since 19^0 in spite of a definite downward trend 
in lard consumption, as compared with shortening, the relative 
price of lard to shortening has dropped at the rate of over one-half 
percent a year This progressive loss of favor of lard, compared 
w’lth shortening was shown by Dr A B Paul of the University of 
Illinois,^ and is confirmed by our own study. This means that 
consumers are not as easily attracted away from shortening by 
falling lard prices as they used to be. Therefore, if this pronounced 
trend continues, even at a more gradual rate, increasing supplies 
of lard will result in even greater relative discounts compared 
to shortening over the next decade 

* The Changing Character of Bhoriemng Products, Dr. A B. Paul, Tllinoia Farm 
i^onomics, November, 1947, 
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Downward trend in the relative 'price and relative consumption 
of butter as compared with margarine in recent 'years. There has been 
a similar downward trend in the relative consumption of butter as 
compared with margarine over a 25-year period. This trend has 
been accentuated in recent years by the high domestic consumption 
of milk, cream and ice cream, and exports of dried milk and milk 
products, which has decreased butter production In contrast to 
the unfavorable lard^ersus shortening price relationship, the trend 
has been upward in butter prices relative to margarine, until very 
recently However, within the last two years this price relationship 
has shown a sharp drop indicating an increased acceptance of 
margarine relative to butter. It appears that butter producers 
may have to adjust themselves to a new level of relationship 
between butter and margarine. This will be especially true if 
the proposed removal of the Federal tax on margarine becomes 
effective and if butter supplies show increases over present low 
levels. 

3 Downward trend in the relative price of inedible tallow as com’- 
pared vnth coconut oiL Our study shows a definite downward trend 
in the price of inedible tallow relative to the price of coconut oil 
and other foreign oils. This appears to be largely the result of 
an increasing supply of inedible tallow and grease, which has 
nearly doubled since prewar. The trend in inedible tallow and 
grease consumption, when compared as a percentage of the total 
fats and oils used in soap, is distinctly upw-ard. This suggests 
that inedible tallow and grease is holding its own in competition 
with the foreign oils, and its future relative position depends largely 
upon the supply. Nevertheless, with the rapid development and 
increased public acceptance of detergents with a petroleum base 
since 1946, this major animal fat also faces a somewhat uncertain 
future Trade reports indicate that about 10 percent of the soap 
market has been captured by such detergents, but a more accurate 
comparison on the inroads of petroleum must await the publication 
of this information by the United States Department of Commerce. 

4 Consumption of lard and fat cuts do not respond to price changes 
as much as many other foods. The fact that the consumption of 
lard and fat cuts does not respond to the price changes as rapidly 
as meat and many other foods, is an important factor that must 
be listed on the unfavorable side of the equation when viewing the 
future relative position of lard This significant fact was pointed 
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out by Mr. Oscar G. Mayer^ who indicated that the failure of the 
fat group to respond to price reduction is explained by the human 
physiological demand for fat which, while insistent up to a certain 
point, is highly inelastic beyond this point. This tendency also has 
been demonstrated clearly by the relatively stable total consump- 
tion per capita of lard and shortening, and butter and margarine, 
as explained in points 1 and and by the decreased relative de- 
mand for fat cuts in the South Also of importance is the fact that 
studies show that fat consumption for each income group in the 
United States is substantially above each group’s basic fat require- 
ments 

Looking at the future, this fact is especially significant since the 
relatively strong demand for meat and probable abundant supplies 
of feed will encourage hog production which will tend to increase 
the supply of lard — ^a joint product The unfavorable relationship 
of lard, resulting from a large supply, thus even may be accentu- 
ated by a decrease in cotton and soybean acreage Decreasing acre- 
age of these crops would result from a more prompt response of 
production to diminishing demand prospects for their products 
and increased competition from foreign imports of tropical oils. 
Despite the long transportation from southeast Asia to the United 
States, coconut oil and palm oils seem to hold a definite advantage 
in relative cost (aside from the cost arising from trade restrictions) 
over temperate zone oils which can be used for similar purposes. 
Extensive wartime plants of the oil palm in the Belgium Congo will 
come into bearing before 1955, and the somewhat less favorable 
outlook for natural rubber in the Netherlands East Indies and 
British Malaya, seems to favor greater vegetable oil production in 
this area.^ The relatively strong demand for protein feed, however, 
may be an offsetting factor keeping soybean acreage at a high level 

5. Development of processing techniques for fats and oils has tended 
to make less important the peculiar characteristics or adaptability of 
any of ike individual fats. The rapid advances in the understanding 
of the chemistry of fats and oils is tending to work in the direction 
of making them more and more substitutes for each other. This defi- 
nitely places the animal fats at a disadvantage since the basic cost 

^ Observations on the Fconomics of the Meat Industry,” Mr Oscar G, 

President, Os^r Mayer & Co„ Inc. An address made by Mr Mayer at the 
34tn Annual Convention of the Institute of American Meat Packers, October 20-24, 
1039 

® Somce: World Trends in Major Otl Crops, United States Department of Agricul- 
ture, March, 1946 
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of land and labor resources is greater than in the case of vegetable 
oils, and since historically their particular characteristics have 
aided in placing them in an advantageous value position. A current 
exception is soybean oil where flavor stability is cited as a problem 
requiring continued research. Continued advancement in processing 
techniques of this nature will work towards making one fat a 
complete substitute for another, even more than is now the case. 
For example, in some areas of the South, cottonseed oil is used as a 
partial supplement to the butterfat in ice cream. On the other hand, 
the wide differential in fats and oils prices last spring indicates there 
IS still considerable price independence. This widening of the adapt- 
ability of all fats and oils may result in an especial hardship on 
butter, which had had a definite relative price advantage over a long 
period of years, but will also affect lard. 

Conclusions 

The pros and cons outlined above do not lend themselyps to 
thorough statistical measurement. Furthermore, there probably are 
a large number of additional factors (many unknown at the present 
time), that will tend to affect the future relative position of the 
animal fats. Therefore, an exact forecast cannot be made on just 
how these pros and cons will balance themselves out over the next 
10-year period. My conclusion would support the view that the pros 
will modify past trends but do not fully offset the cons and that the 
animal fats face a real challenge in the decade ahead. 

DISCUSSION 

L. J. Nobton 
University of Illinois 

1 agree with Jasspon that the problem of consumption is not one of 
basic human needs but rather one of purchasing power. I thoroughly agree 
with his last recommendation, that we should relax our export controls. 
We are committed to general freedom in markets within this country and 
should not allow export controls to be used as a subterfuge to influence 
domestic situations. The surest road to domestic control is rigid export 
control. 

With Eggert’s general position that the relative price position of animal 
fats may be weak, I also concur- An exception should be made for butter, 
which I will discuss later. 

- Mr. Day asked me to comment on the competitive situation in fats and 
oils. Does competition now prevail? World trade in these commodities is 
affected by export and import controls, price ceilings and floors, long-term 
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fixed-price contracts, rationing, etc. For example Our 1948 crop of soy- 
beans is now estimated at 206 million bushels, a very large crop, and total 
supplies of all oil seeds will produce oil and meal well m excess of our needs. 
Europe is short on fats and protein feed, and the cheapest way to ship these 
products from this country is as bulk soybeans Europe has the equipment 
to process them since formerly large quantities of Manchurian soybeans 
were imported But to export soybeans our government must issue export 
permits. Competition is not allowed to operate. 

Fats and oils may be grouped into several broad classes No two oils are 
precisely alike. For some uses a particular oil is sought, for others much 
substitution is possible. Four broad classes of use are (1) edible and cu- 
linary animal fats butter and lard; (2) edible and culinary vegetable oils 
cotton seed, soybean, corn, peanut, and olive; (3) the drying oils for paint 
and other quick-drying purposes linseed and tung, (4) the soap fats and 
oils • tallowy palm, and coconut 

In view of substitution over-all figures have value Let us consider the 
world picture. World output for 1947 was estimated at about 15 percent 
below prewar, but with the growth m population per capita supplies were 
about one-fourth below prewar. The “ability to do without” was large 
World trade was even lower, in 1947 about 50 percent of prewar, but will 
be higher in 1948 because of larger supplies 

There are four basic gaps to fill (1) the loss to the Western world of 
exports of Manchurian soybeans, (2) the decline of India as an exporter, 
(3) the failure of the Netherlands Indies to export in prewar quantities, 
and (4) the decline in indigeneous production of animal fats 

Considering these in order: (1) the only western country that displays 
any vigor in developing a soj^bean industry is the USA, and we use most 
of our expanded output at home. Under competitive conditions exports 
from this country \rould fill part of the gap left by the shutting off of 
Manchurian supphes. (2) The Indian gap must be filled by increased ship- 
ments from elsewhere (3) In time the Netherlands Indies will likely export 
above prewar quantities. A basic problem is the destruction of factories 
needed in production of palm oils. (4) Production of indigeneous animal 
fats will rise m the next 12 months in response to larger supphes of feeds. 
But it IS unlikely that world feed supplies will permit as high per capita 
production of animal fats as m prewar years for any considerable period 
m view of increased population and the necessity of more gram for human 
use. 

It seems likely that over the world per capita supplies of fats and oils 
may continue short in relation to prewar for many years Prices will 
depend on economic conditions. A rising living standard would mean 
increased use of fat, if for nothing more than soap. 

I shall comment briefly on a few competitive situations 

Butter and margarine. Economically butter is the superior food. Con- 
sumers both in the USA. and in Western Europe will pay premiums for 
butter. In my grocery store I note butter is priced about twice as high as 
margarine In the U. S. A milk output has not kept pace with population 
and the increased use of milk and other dairy products so as to maintain 
per capita butter consumption; in 1948 it will be about 6.5 pounds less 
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than in 1938-41. One reason why this gap has not been closed by increased 
margarine use, estimated for 1948 at 3 9 pounds over 1939-41, or about 60 
percent of the drop in butter, is the greater consumption of fat in invisible 
forms Our increased consumption of milk and cream alone is equivalent to 
about two pounds of butter Very likely, output of margarine may increase 
m the year ahead Certainly consumers should have the right to buy it in 
a convenient form. 

Outside the USA. most people use whatever fats are available and so 
competition does not freely operate More feed will hkely increase butter 
output in Europe during the next year, but supphes of fats are so short 
that tlus will not affect total use of other fats. A chain reaction of displace- 
ment might finally mean more badly needed soap The long pull is probably 
for more margarine and less butter, primarily because of increased use of 
milk in other forms. 

Lard mrsus vegetable shortening Here it is — hogs versus the cotton, soy- 
beans, and peanut fields and palm trees In the U. S A supplies have not 
been adequate to let consumers use either lard or vegetable shortenings 
in prewar quantities These decreases have been offset at least in part by 
increases m invisible consumption of fats in meats, eggs, etc. Vegetable oil 
products wiU increase in supply in the next 12 months, and lard may 
decline in the next six months but increase sharply by a year from now 

How about the longer puU? Lard is a minor by-product of a joint-prod- 
uct enterprise — hog raising — , and so our volume of lard is determined 
largely by the output of meat although it may be affected by both feeding 
and paclang-house practices Hog production will increase in the next 
twelve months However, except for the wartime splurge when we con- 
verted our surplus CCC corn and wheat and part of Canada’s wheat into 
pork, the hog industry shows no great tendency to expand. It depends on 
corn Our acreage of corn is pretty well stabilized, hybrid corn has had its 
full constructive effect on yields and the adverse effect of its abihty as a soil 
miner has probably not been fully reflected m yields. We can readily ex- 
aggerate the possibilities of large expansion in hogs and, therefore, in 
lard output. 

Lard as a by-product must be priced so that whatever quantity is pro- 
duced can be disposed of. A competitive market mechanism insures this. 
If we could tap the market which apparently has a preference for lard. 
Central Europe, we would have no trouble selling aU our output. Prospects 
for doing this are beyond the scope of this paper, but they do not seem too 
bright Likewise, the development of income-producing enterprises in the 
tropics, as for example sugar in Cuba and petroleum in Venezuela, provide 
increased outlets for lard. 

Cotton, historically our largest source of food oil, is probably a contract- 
ing industry for a well-known reasons Cottonseed is a by-product of a 
joint enterprise Peanuts are essentially a food crop Corn oil depends on 
volume of cornstarch and sugar. Coconut oil in the U. S. A goes largely 
into soap because of its technical superiority. It is not a by-product but a 
tree crop with a long production cycle. Soybeans are grown solely for the 
major products — meal and oil — roughly of equal value The rapid rise m 
this crop filled the gaps caused by the dechne in cottonseed in the 1930’s 
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and th.6 wartiine dedine in imports of copra. The output of soybeans will 
depend on direct competition with the feed crops which it displaces. Adding 
a soybean crop in a rotation of corn, oats, and clover means less of these 
feed crops. The question is* Will the value of the soybean crop exceed the 
value of the displaced crops? In view of the high value of soybean meal as 
a supplementary livestock feed and the likelihood of continued demand 
for oils, assuming freer world trade, a large acreage of soybeans is Hkely 
to continue m the areas where the crop is well adapted. 

Prices indicate soybean oil to be somewhat inferior as a food oil to cot- 
ton-seed oil. Increased output of cottonseed m 1948 will push soybean oil 
down the scale. W^e will hkely export more and also use more in the compet- 
itive drying oil field where soybean oil can be used Such use expanded 
greatly m the past year, partly as a result of a pegged hnseed oil price. 
In view of the present very large spread between prices of linseed and soy- 
bean oils, further expansion in soybean oil for drying purposes is likely. 

What has all this to do with the lard versus vegetable shortenings? The 
volume of supphes is of basic importance. Whether a commodity is a by- 
product or a main product, or has a strong or weak growth trend will 
influence its future volume. In the long run output of vegetable oils will 
likely increase more or be better maintained than will that of animal fats. 

Another factor is consumer preference. Technical developments in pro- 
ducing a bland stable vegetable shortening and intensive merchandising 
caused shortening to gam m consumer preference over the older types of 
lards. The best evidence is comparative prices. That the meat industry 
recognizes this is evidenced by the intensive research recently done on 
lard and by the facts that the new lards look like shortenings and are 
packaged, and in some stores, priced like the well-known brands of vege- 
table shortening. Whether these new lards can overcome the lead of the 
vegetable shortenings m the battle for consumer favor, I do not know. 
We will at least have a more competitive situation. 

Over the world the vegetable oils will hkely gam on the animal fats. 
Our capacity to produce the grains needed to produce animal fats is lower 
than our capacity to produce tropical vegetable oils and field crop oil 
seeds. 

One could mention many more competitive situations. Competition is 
keen among the paint oils. Certain oils have technicaJ characteristics which 
cause price to be a small factor m certain uses but for rather broad classes 
of use price competition is keen. Likewise, much competition exists among 
oils m the soap field. The mcreasing use of synthetic detergents is an im- 
portant factor which we do not have time to explore. 

in conclusion I wish to express my personal preference — ^many people 
would say prejudice. The basic world economic problem is to increase 
output. The needs of over two bilhon people make this desirable. The 
sooner we can re-establish genuine competition in pricing, trade, and pro- 
duction, the quicker we will get maximum world production and better 
distribution. The fats and oil field is now infested with a great variety 
of governmental regulations. Easing in the supply situation should provide 
an opportunity for increased relaxation and final elimination of these 
regulations. 
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RESEARCH INTO THE PROBLEMS INVOLVED IN 
MARKETING SLAUGHTER LIVESTOCK BY CARCASS 
WEIGHT AND GRADE** 

Austin A Downlu and Geraij) Engeiman 

University of Minnesota and Bureau of AgncuUural Economics 

T he marketing of slaughter livestock is the most important 
marketing activity with which the farmers of the United 
States are concerned. Cattle are kept on about 80 percent of the 
farms of the country, hogs on about 60 percent, and sheep and 
lambs on about 9 percent.^ Although cattle are kept on many farms 
primarily for milk rather than for meat, the veal calves and dis- 
carded dairy animals from these farms produce about one-fourth of 
the combined beef and veal of the country.^ The cash farm income 
obtained from meat animals accounted for over 26 percent of the 
total cash farm income from all crops, livestock, dairy and poultry 
products, and government payments during the years immediately 
preceding World War II, ^ and 32 percent in 1947.® Comparable 
figures for dairy products, which ranked second, were about 17 per- 
cent and 13 percent respectively. The elEcient marketing of 
slaughter livestock will become increasingly important in the years 
ahead when farmers are likely to receive a much smaller proportion 
of the consumer’s meat dollar than is the case during the present 
boom. 

It is generally recognized that the physical operations in a modern 
meat packing plant leave little to be desired either from the stand- 
point of efficiency in slaughtering and processing or from the stand- 
point of utilization of by-products. It is in other areas between 
producers and consumers that greater efficiency is an urgent need. 

* A paper given at the Annual Meeting of the American Fann Economic Asso- 
ciation, Green Lake, WMConsm, September 14, 1948. 

^ Paper No. 2425, Scientific Journal Senes of the Minnesota Agricultural Experi- 
ment Station, Contnbution of ^e Division of Agricultural Eoncomics 
® 19^0 Census, 

S Dept Agriculture Yearhooh, 1922^ p 284, 

^ Agricultural Siattstics 191.1, p 549. 

® The Farm Income Situation, January, 1948 p 3. 
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There is a general lack of efficiency in the local assembly of live- 
stock and in the movement of the animals to the place of slaughter. 
There is considerable duplication in services rendered by agencies 
handling livestock, and a wasteful use of feed in the “filling** 
process. There are weaknesses in the pricing mechanism and a tend- 
ency to generalize prices paid for slaughter animals instead of pay- 
ing each individual producer the true value of the actual weight 
and grade of product delivered. Likewise there is need for improve- 
ment in the distribution of meat, and for the development of ways 
and means whereby consumer preferences can be brought into 
sharper focus than is the case at present. 

For many years substantial emphasis at the state agricultural 
experiment stations has been placed on the nutritional requirements 
of slaughter livestock. More recently increasing emphasis is being 
given to work aimed at improving the genetic make-up of slaughter 
hogs. Significant results have been achieved from both of these 
important research activities. 

Economic gains from improved breeding and feeding may be due 
to the resulting greater output per unit of feed, or to an improve- 
ment in the quality of the product. The distinction between these 
two types of improvements is highly significant Progressive farm- 
ers will tend to adopt that practice which reduces production costs. 
On the other hand, a change in technique which improves the quality 
of product without affectmg physical input-output ratios is likely 
to make little appeal to producers unless they receive a higher price 
for the superior product. Under existing market conditions butcher 
hogs are sold in the United States by live weight with little or no 
sorting or pricing on the basis of quality,® except for gilts advanced 
in pregnancy and hogs with obvious defects. In other words, that 
part of the work of the animal geneticist or nutritionist, which 
leads to an improvement in the relative proportions or quality of 
high value pork cuts, will have little practical significance unless 
and until consumer preference is reflected in a differential price to 
producers 

Indications are that quality is given more consideration in the 
pricing of other species of slaughter animals than is the case with 
hogs Nevertheless, there is considerable disparity between prices 
paid for individual animals or lots of animals and actual values. In 
the case of an individual slaughterer, this disparity probably disap- 

® The Naivmal FramsimieTy July S, 1948, p 6T, 
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pears with the purchase of large numbers of animals, but the indi- 
vidual farmer is concerned with the actual value of his particular 
animal or lot 

Interest in the desirability and practicability of marketing 
slaughter livestock by carcass weight and grade has developed dur- 
ing recent years Some pioneering work was carried on at the Iowa 
Agricultural Experiment Station during 1938 and 19S9J In this 
study it was found that experienced packer buyers were not able 
to appraise accurately the cut-out value of individual lots of hogs 
The Minnesota Agricultural Experiment Station began work with 
slaughter cattle and butcher hogs in 1946, and the Wisconsin and 
South Dakota Stations with veal calves and slaughter lambs in 
1947. “Marketing Slaughter Livestock by Carcass Weight and 
Grade” was adopted as a regional project by the North Central 
Livestock Marketing Research Committee in March 1947. The 
over-all project included four sub-projects covering (1) cattle, (2) 
veal calves, (3) hogs, and (4) sheep and lambs. Grants from 
R. M. A. funds were made to the cooperating states in the fall of 
1947 and additional funds from this source have been made avail- 
able for fiscal 1949, 

Seven state agricultural experiment stations are now at work on 
one or more of these sub-projects. These states include Iowa, 
Kansas, Michigan, Minnesota, Ohio, South Dakota, and Wisconsin. 
Four other corn-belt states expect to begin work on various sub- 
projects during the current fiscal year. These include* Indiana, 
Kentucky, Missouri, and North Dakota. The Departments of Agri- 
cultural Economics and Animal Husbandry at the various state ex- 
periment stations are cooperating on this project at the state level. 
Three bureaus of the United States Department of Agriculture are 
cooperating with the state experiment stations These include the 
Bureau of Agricultural Economics, the Production and Marketing 
Administration, and the Bureau of Animal Industry.® Packing 
plants in the various states of the region are cooperating by making 

’ Shepherd, Geoffrey, Fred J Beard, and Aival Erikson, Coidd Hogs Be Sold hy 
Carcass Weight and Grade in the United Stales^ Iowa Agricultural Expt Sta , Bes. 
Bull 220, pp 462-471, January 1940 

* The B A E has employed a Cooperative Agent, with headquarters at Um- 
versity Farm, St Paul, Minnesota, to assist the state workers with the collection, 
tabulation, and analysis of data The P M A has assumed responsibihty for gradmg 
all carcasses and wholesale cuts Graders located near the slaughtermg plants where 
work IS in progress will be assigned to this work The B.A I, will assist with the 
measuring and will supervise the cutting of hog carcasses in plants where this work 
IS in progress Each of these U.S D A bureaus has designated a staff member to 
consult and advise with the regional Technical and Executive Committees. 
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their facilities and personnel available for the collection of primary 
data. 

The approach to the problem of marketing slaughter livestock, 
by carcass weight and grade is not the same for all species.® Beef, 
veal, and sheep and lamb carcasses are sold in the wholesale trade, 
and prices are quoted on the basis of the established official U. S, 
Grades. In purchasing these species on the live weight basis, buyers 
attempt to arrive at actual value by estimating the carcass grade 
and dressing yield. Consequently, one approach to the problem for 
these animals is to determine the departure of these estimates from 
the actual yields and carcass grades and to determine the economic 
significance of these errors of estimate On the other hand, hog 
carcasses are not sold as carcasses, but in the form of wholesale 
cuts and trimmings. No official government standards have been 
established for carcasses of this species Consequently, the first step 
is to establish objective carcass standards which have economic 
significance. It will then be possible to measure the relative accur- 
acy of the live buying method and the carcass weight and grade 
method. 

This paper will be confined to slaughter cattle and hogs since the 
work at Minnesota has been limited to these species The results of 
these studies should be considered as being tentative or suggestive 
rather than conclusive The work was done at a single slaughtering 
plant, and data are based upon a relatively small number of ani- 
mals and carcasses. 


Slaughter Cattle Studies^^ 

Data were obtained on 400 head of slaughter cattle of which 209 
were steers, 76 heifers, and 105, cows, at the Geo. A Hormel & Co 
plant, Austin, Minnesota. The same packer buyer estimated the 
dressed yield to the nearest one-half percent, and the carcass grade 
on the basis of the upper one-third, middle one-third, and lower one- 
third of each official grade, for each animal separately The car- 

® Gerald Engelman, "Carcass Grade and Weight Studies in Marketmg Live- 
stock,” This Journal, November, 1947, pp 1424-8 

Professors E P, Ferrin and P A, Anderson, Division of Animal Husbandry, 
University of Minnesota, cooperated on these studies Fred J. Beard and Charles E 
Murphey, Standardization and Grading Division, Livestock Branch, P M A., and 
Knute Bjorka, Bureau of Agricultural Economics, rendered invaluable assistance. 

“ It is reccignized that there is some vanation in the abihty of buyers to estimate 
the dressing yields and carcass grades of slaughter cattle. The buyer who made these 
estimates had man^ years eiiperience and was accustomed to the frequent checking 
of his estimates against the actual yields and carcass grades of the animals. 
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casses were graded by one official government grader on the basis 
of the upper, middle, and lower one-third of each official govern- 
ment grade.^^ 

The divergence between estunated and actual yields was greater 
for individual cows than for mdividual steers and heifers,^® and 
greater for individual steers and heifers than for lots of steers and 
heifers. The standard deviation was ^.96 percent for individual 
cows, 1.65 percent for individual steers and heifers, and 0.83 percent 
for lots of steers and heif ers.^^ This reduction in the standard devia- 
tion for lots compared with individual steers and heifers indicates 
that errors^® in estimating yields of individual animals in a given lot 
tend to cancel each other out to a certain extent. 

About 74 percent of the estimates for individual cows would be 
expected to fall more than 1 0 percent above or below actual yields 
compared with 54 percent for individual steers and heifers, and 33 
percent for lots of steers and heifers. Nearly 50 percent of the esti- 
mates for individual cows would be expected to fall more than 2 0 
percent above or below actual yields, compared with 22 percent 
for individual steers and heifers and only 2 percent for lots. 

The divergence between the estimate of carcass grade and actual 
grade was greater for individual cows than for individual steers and 
heifers, and greater for individual steers and heifers than for lots 
of steers and heifers. The standard deviation between the estimated 
and actual grades was about one-half of a full grade for cows, a 
little more than one-third of a full grade for steers and heifers, 
and about one-fourth^® of a full grade for lots of steers and heifers.^^ 

Farmers who sell cattle by lots are concerned with a smaller 
error per hundredweight than farmers who sell animals singly or 

No effort was made in this study to determine possible variations in the work 
of the different carcass graders. 

^3 The difference between the variance for steers alone and that for heifers alone 
did not approach statistical significance at the 10 percent fiducial limit. Therefore 
these classes were combined 

The respective probable errors were 2 00, 111, and 56. 

^ In this paper, the term “error” is used to mdicate divergence between estimated 
and actual yields, and hve and carcass grades 

There is no exact measure of the reduction in the error of estimatmg carcass 
grades for lots of slaughter steers and heifers compared with the error for mdividual 
animals for the simple reason that an average grade for a mixed lot of animals can- 
not be precisely determmed However, it is possible to approximate the reduction 
m the error of estimate. The method used involves ascribmg arbitrary weights to 
the different carcasses accordmg to grade 

The standard deviation was .49 of a full grade for cows, .37 for individual steers 
and heifers, and .25 for lots of steers and heifers The respective probable errors 
were 33, 25, and 17 
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in small groups, but the small grade errors for lots probably are 
much more important in terms of the total value error than the 
large errors for individuals Here agam, individual errors within 
lots tend to cancel each other out to some extent About one-fourth 
of the estimated grades of individual cows would be expected to be 
placed in the same one-third of a full grade by the oiSicial grader, 
compared with one-third for individual steers and heifers and one- 
half for lots of steers and heifers. 

A majority of the cattle were purchased on the carcass weight 
and grade basis, and, hence, a liveweight price was not negotiated on 
the animals. For that reason, liveweight prices per hundredweight 
were estimated on the basis of the buyer’s estimate of carcass 
yield and grade, while the actual value w^as calculated on the basis 
of the actual yield and the official grade.^® 

The carcass prices used in these calculations for steer and heifer 
carcasses are based upon the unweighted average wholesale price of 
good grade beef steer carcasses at Chicago during 1947, with price 
differentials between the various official grades adjusted on the 
basis of the differentials which prevailed during the 5-year period 
1937-41.^® The price for the middle one-third of each full grade was 
the average price for the full grade Prices for the high one-third 
and low one-third grades were adjusted by one-third of the spread 
between the full grades. The same method 'was followed in arriving 
at the level of cow carcass prices. 

The total price error per 100 pounds liveweight and the part of 
the total error due to error in estimating yield and the part due to 
error in estimating grade are shown for each of the 20 animals m 
one sample lot in table 1. The range in total price errors per 100 
pounds of liveweight w’as from —$1.82 for one animal to +$2-31 
for another On the basis of a 1000 pound steer, one steer was 
valued $18.20 too low and the other $23.10 too high. In some cases 

It is apparent that estimated prices per 100 pounds hveweight, based entirely 
upon carcass prices or values, are not the exact prices that would have been offered 
by the buyer because by-product credits and operating costs are ignored If these 
items had been included in the calculations, the result would have been to shift both 
the estimated prices and the actual values per 100 pounds liveweight m the same 
direction and to about the same extent 

It was believed that pnce differentials between the different grades of beef car- 
casses were more representative of long time price relationships from 1937-41 than 
during and immediately following the penod of price controls when this study was 
under way. 
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a price error in one direction due to the error in estimating yield was 
compensated in part by a price error in the opposite direction 
due to an error in estimating grade, but more often the two errors 
tended to be m the same direction.®® The tendency for the total 
price error between individual steers to cancel out to a certain extent 


Table 1 Difference Between Estimated Price and Actual Value 
PER 100 Pounds Liveweight op Individual Animais 
IN A Sample Lot of Slaughter Steers* 


Steer 

Number 

Estimated 
Price per 

100 lbs 
Liveweight 

Actual 
Value 
per 100 
Lbs live- 
weight 

Price Error per 100 Pounds Liveweight 

Tnt.ll Total Due to 

Price Error in Estimating 

Error Yield Grade 

1 

$33 

83 

$22 

54 

$+1 

29 

$+1 

29 

$ 

00 

2 

24 

03 

22 

15 

+1 

88 

+3 

03 

-f 

85 

3 

22 

36 

22 

51 

— 

15 

+ 

67 


82 

4 

23 

85 

23 

44 

+ 

41 


41 


00 

5 

22 

36 

24 

18 

-1 

82 


20 

-1 

62 

6 

22 

56 

22 

38 

+ 

18 

+ 

18 


00 

7 

23 

62 

23 

90 


28 


28 


00 

8 

23 

82 

22 

43 

+1 

39 

+ 

54 


85 

9 

24 

06 

23 

93 


13 

+ 

13 


00 

10 

24 

06 

24 

39 


33 


33 


00 

11 

22 

15 

22 

74 

— 

59 

+ 

95 

-1 

54 

12 

23 

82 

21 

51 


31 

+ 

62 

+1 

69 

13 

23 

62 

23 

62 


.00 


00 


00 

14 

23 

41 

22 

82 

+ 

59 


28 


87 

15 

23 

62 

22 

59 

+1 

03 

+1 

03 


00 

16 

22 

36 

23 

88 

-1 

52 

— 

61. 


88 

17 

24 

05 

22 

92 

+1 

IS 

4- 

26 

+ 

87 

18 

24 

26 

24 

16 


10 

+ 

10 


00 

19 

23 

82 

22 

38 

+1 

44 

+ 

59 

-1- 

85 

20 

24 

05 

23 

77 

+ 

28 

— 

62 

H- 

90 

Lot Averag 

e 23 49 

23 

10 


39 

+ 

26 

•f 

13 


* This lot appears as lot 5 in table 2. 


is indicated by an average price error for the lot of +$-39 per 100 
pounds liveweight. 

As would be expected from the physical data, the divergence 
between estimated price and actual value was less for steers and 

20 About 49 percent of the total price error for individual steers and heifers was 
due to errors in estimating grade, 27 percent to errors in estimating yield, and 24 
percent to the interaction of the two factors The basic equation for this determina- 
tion was <rg where, <rr®= total variance, try® = variance due to 

yield error, and 0 -^®= variance due to grade error. 
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heifers by lots than for individual animals. The standard deviation 
of total price error per 100 pounds liveweight was 1 33 for individual 
steers and heifers, and 79 for steers and heifers by lots. Here also, 
there was a tendency for price errors between lots to cancel each 
other out to some extent (table 2). The range in total price errors 
per 100 pounds liveweight for the different lots was from —$,95 to 


Tabue 2. Difference Between Estimated Price and Actual 
Value per 100 Pounds Liveweight op Slaughter 
Steers and Heifers by Lots* 


Lot 

Num- 

ber 

Num- 
ber of 
Head 

Estimated 
Price per 
100 lbs 
Liveweight 

Actual 
Value 
per 100 
Lbs Live- 
weight 

Price Error per 100 Pounds Liveweight 

T'rtfoi of Total Due to 

PnS^ Error in Estimating 

Error 

Yield 

Grade 

1 

15 

$33 IS 

822 23 

$+ 90 

$+ 15 

$+ 75 

2 

10 

35 55 

25 16 

+ 39 

- 38 

+ 77 

3 

15 

36 68 

36 40 

-h 38 

+ ,15 

+ .13 

4 

15 

34 93 

34 72 

+ .21 

+ 34 

- 13 

5 

30 

33 49 

33 10 

4- .39 

+ 36 

+ 13 

6 

19 

25 73 

24 44 

+1 39 

+ 46 

+ 83 

7 

16 

28 58 

27 94 

+ 64 

08 

+ .73 

S 

15 

37 78 

27 04 

4- .74 

- 08 

+ 83 

9 

6 

33 51 

33 28 

- 77 

*- 13 

- .64 

10 

17 

33 88 

23 95 

- 08 

- 31 

+ .13 

11 

11 

33 46 

32 13 

+ 33 

+ 31 

+ .03 

13 

10 

33 39 

33.53 

- 18 

- 33 

+ 10 

13 

14 

31 84 

21 87 

- 03 

+ 15 

- 18 

14 

13 

38 76 

27 22 

+1 54 

+ ,15 

+1 39 

15 

13 

28 68 

27 54 

+1 14 

+ 57 

+ 57 

16 

11 

26 19 

35 03 

+1 16 

+ 54 

+ 63 

17 

18 

34 85 

25 80 

- 95 

- 80 

- 15 

18 

18 

21 59 

32 46 

- 87 

- 61 

- 26 


The lots are arranged in the order m which they were purchased and slaugh- 
tered 


+$1.54. On the basis of 20-1000 pound animals per lot, this would 
represent an underestimate of $190 for one lot, and an overestimate 
of $308 for the other 

The probability of agreement between estimated price and actual 
value per 100 pounds lightweight for individual cows, individual 
steers and heifers, and lots of steers and heifers is shown in table 3. 
The actual value of about 40 percent of the cows would be $1 .00 per 
100 pounds liveweight or more above or below the estimated price, 
compared with about 45 percent of the individual steers and heifers, 
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and ^0 percent of the lots of steers and heif ers.^^ Similarly, the actual 
value of about 9 percent of the cows would be 00 per 100 pounds 
liveweight or more above or below the estimated price, compared 
with about 13 percent of the individual steers and heifers and about 
1 percent of the lots of steers and heifers. 

The reduction in estimates of physical yield and grade errors, 

Table 3 Probabiutt op Agreement Between Estimated Price 
AND Actual Value per 100 Pounds Liveweight op 
Slaughter Cattle, 1947 Prices* 


Price Error per 

Individual Animals 

Lots 

lUU JuOS. JjiVcWclgXlt •“ 

(actual + estimated) 

105 cows 

251 steers 
and heifers 

18 lots of steers 
and heifers 

$ 25 

(percent) 

16 8 

(percent) 

14 9 

(percent) 

24 9 

50 

32 9 

29 3 

47 4 

.75 

47 6 

42 7 

65 8 

1 00 

60 5 

54 8 

79 5 

1 25 

71 2 

65 2 

88 7 

1 50 

79 8 

74 2 

94 3 

1 75 

86 3 

81 1 

97 3 

2 00 

91 1 

86 8 

98 9 

2 25 

94 4 

90 9 

99 6 

2 50 

96 6 

94 0 

— 

2 75 

98 1 

96 1 

— 

3 00 

98 9 

97 6 

— 

3 25 

99 5 

98 5 

— 

3 50 

— 

99 1 

— 


* For explanation see text. 

and, hence, in price errors for lots compared with individual animals 
is highly significant. It suggests that for all slaughterers combined, 
or even for a given large slaughterer, about the same amount of 
money probably is paid for all cattle purchased under the present 
liveweight method as would be paid under the carcass weight and 
grade method. However, the money would be distributed differ- 
ently among the different sellers. Under the carcass method, the 
returns would be distributed more nearly in accordance with the 
actual value of the product delivered. Furthermore, many animals 
are not sold in lots but as individual cows, bulls, or steers and heifers 
or in small groups of 2 or 3 head at a time.^ 

21 The standard deviation of price errors was 1,18 for cows compared with 1.33 
for individual steers and heifers 

^ Corn Belt Livestock Marketing Research Committee, Marketing Livestock in 
the Corn Bek Region Bulletin 365, South Dakota Agricultural Experiment Station, 
November 1942, tables 44 and 45. 
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Slaughter Hog Studies 

The basic data for the hog carcass phase of the study also were 
obtained at the Geo. A. Hormel & Co. plant at Austin, Minne- 
sota, A total of 695 carcasses were selected, varying in weight from 
115 pounds to 215 pounds, which would approximate the liveweight 
range of from 180 to 300 pounds. The entire 100 pound range was 
divided into 10 consecutive weight groups and an efiPort was made 
to obtain, within each 10-pound weight group, carcasses ranging 
in finish from very fat to very lean. 

Detailed carcass measurements were taken in the coolers. The 
carcasses were cut by personnel selected from the regular cutting 
crew in the plant according to standardized cutting procedures.®* 
The various cuts and trimmings were weighed to determine the 
contribution of each to the total weight of the carcass. The analysis 
is concerned with the possibility of developing objective grade 
standards for hog carcasses on the basis of one or more of these 
measurements. 

Examination of scatter diagrams showing the relationship of the 
different carcass measurements to various combinations of high 
value cuts indicated pronounced and consistent superiority of aver- 
age backfat thickness to the other measurements. Length of body 
appeared to rank second, but considerably below backfat, and the 
other measurements were below body length, with belly pocket 
thickness at the bottom of the list 

The average correlation of backfat to the percent of four lean 
cuts (hams, loins, butts and picnics) plus lean trimmings and belly 
which we have termed the index of lean,®^ for the entire sample was 
“.8589, and the corresponding coeflScient of determination was 
.7377. Since backfat thickness explains 74 percent of the variability 
in the index of lean, it seemed doubtful 'whether much improvement 
in correlation could be expected from the addition of other vari- 
ables. However, since the scatter diagrams indicated that length 
was the second most promising measure, multiple correlation analy- 
ses, using backfat and body length as the two mdependent varia- 

^ The cutting operations followed m this plant were observed by representatives 
of the Standardization and Grading Division, Livestock Branch, PMA, and a stand- 
ardized cutting procedure prepared 

As used in this paper, mdex of lean, consequently, refers to the percentage 
of the entire carcass which is made up of the four lean cut (hams, loins, butts, and 
picnics) plus lean trimmings and belly. 
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bles, were calculated separately within each of the 10 weight 
groups. There was relatively little improvement in the R123 
over the t \2 for backfat alone The relatively small improvement is 
explained largely by the high degree of intercorrelation between 
average backfat thickness and body length. This means that, for 
the same weight of carcass, if backfat is decreased, length will tend 
to be increased, and the index of lean will be increased corre- 
spondingly. 

The index of lean is a quantitative, objective measure of degree 
of finish. Instead of being described as very fat, moderately fat, 
lean, etc., carcasses may be classified by measurable indices of lean, 
such as 66.0, 68.0, 70 0, etc. An index of 70 means that the four 
lean cuts plus lean trimmings and bellies constitute 70 percent of 
the weight of the carcass. The problem is to provide means for eval- 
uating hog carcasses according to their expected indices of lean 
before they have been disassembled on the cutting floor 

The first step was to compare carcasses having the same index 
of lean, but differing in carcass weight This was done to develop 
the expected relationship of backfat thickness to carcass weight at 
a given index of lean Within each 10-pound weight group the 
expected backfat thickness, when the index of lean was equal to 
70.0, was computed. This revealed a slight curviliniar tendency; 
for a given index of lean, backfat thickness increases with an increase 
in carcass weight but at a decreasing rate The logarithmic 
equation log F=a+6 log was used to describe this change in 
backfat thickness associated with changes in carcass weight when 
the index of lean is held constant 

The next step was to develop the expected rate of change or re- 
gression relationship of backfat thickness to the index of lean at 
any given carcass weight. However, this relationship itself changes 
with carcass weight. A change in the computed backfat thickness 
of standardized carcasses, expected with changes m carcass weight 
(as indicated in the preceding paragraph) is associated with a pro- 
portionate and opposite change in the regression coefficient of back- 

^ As calculated, the expression reads 

log F=1 0415302-0 263,574,408 log X, 
where K— expected backfat thidcness when the index of lean is equal to 70 0 
and carcass weight. 

®®Thc potential curve Y—a-\-hX-\-cX^ and the semi-logarithmic exponential 
equation log Y=a+bX were quite satisfactory for the weight of carcasses used m 
tms study, that is from 115 to 215 pounds, but not for projection beyond these ex- 
tremes 
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fat to the index of lean. The curve which expresses this inversely 
proportionate relationship is the rectangular hyperbola and the 
equation which describes this curve is y= l/rr*c 

Through the use of these equations it was possible to develop a 
table showing the expected indices of lean for all weights of car- 
casses, and for all variations of backfat thickness within the various 
carcass weight groups.^® It is obvious that such a schedule could not 
be used to classify or grade hog carcasses in a packing plant due to ' 
the minute gradations in backfat thickness between carcasess 
within a given weight group, and between carcasses in different 
weight groups. The problem at this point is to combine carcass 
weights and backfat thicknesses in such a way as to provide a hog 
carcass standard that is practical and at the same time one that 
has economic significance. An attempt was made to keep the average 
index of lean comparable within each grade regardless of weight, and 
to have the mid-point of one grade separated from the mid-point 
of the next grade in each of the weight groups by a difference of 3 0 
for the index of lean and 0 3 inch for backfat thickness in so far as 
this was possible (table 4). It is believed that carcasses can be grade 
on the basis of a difference of 0.3 inch average backfat per grade 
under usual packing house conditions. 

Carcasses in grade 8 would be very fat, and those in grade 12 
would be very lean. Carcasses increase in value per 100 pounds 
with increase in the index of lean up to the point where certain cuts 
are discounted for lacking quality, or up to the point where the 
cuts are discounted due to excess weight. Under long-time price 
relationships, carcasses in grade 10 probably command the highest 
price. 

After developing analytical procedures to predict the combined 
percentage of hams, loins, picnics, butts, bellies, and lean trim- 
mings in a given carcass on the basis of backfat thickness and car- 
cass weight, the next step was to determine the individual percent- 
ages of each separate cut and trim. Each of the components of 
the hog carcass varies with the index of lean. These relationships 
were determined by computing the regression of each separate 
component to the index of lean. 

Where expected regression coefficient, 
computed backfat thickness,'1 
and’c = a'constant 

This table would define a curvihnear surface comparable to the regression sur- 
face of a three variable multiple correlation problem, 
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The location and slope of the regression line for each of the 14 
wholesale cuts, trimmings, and skeletal parts to the index of lean 
were determined as indicated in figure 1. With these two values the 
average percentage of a given cut or part at any particular index 
of lean can readily be determined. 

With both the index of lean and schedule of prices for each of 
the component cuts and parts known, the value of the average 
carcass can be readily determined. The several percentage com- 
ponents of the carcass are simply multiplied by their respective 
prices, and the sum of these value products will give the carcass 
value per 100 pounds regardless of carcass weight The value of a 
given carcass is obtained by multiplying this sum by the weight of 
the carcass. 

An additional problem in pricing arises, due to the variability in 
the weight of certain cuts within a given weight and grade of carcass. 
Hams, loins, picnics, and bellies are priced in the wholesale trade 
according to weight There is a variability of the weight of a given 
cut around its regression line (figure 1) to the index of lean, and, 
within a given grade there is a variability of the index of lean around 
the average index for the grade These two variabilities were taken 
into account to get at the dispersion of weights of a given cut within 
any given grade and weight group,®® and thereby to determine the 
proper pricing of these several cuts in building up the composite 
value of the entire carcass. 

Values of certain weights and grades of carcasses are shown in 
table 5. The prices used in computing these values are based upon 
the average price relationship for the several component cuts and 
trimmings to each other during 1937-41, and the average live- 
weight price per hundredw^eight paid by packers ($24.60) for all 
slaughter hogs bought in 1947. 

Several important tendencies are apparent in the data shown in 
this table. Within any given weight range, grade 8 carcasses have a 
lower value than grade 10 carcasses because they yield less of the 
high value cuts. Another important tendency is the apparent chang- 
ing relationship of degree of finish with carcass value at different 
carcass weights This is because within each weight group the 

The variance of the index of lean ^’ithm grades, deflated by the regression 
coefficient of the particular cut to the index, was added to the variance of this 
cut around its recession line to obtain the variance of the weight of the cut "within a 
given weight and grade of carcass 
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Fig. 1 Peecentage eelationship op the various whoiiEsaiiE cuts 

AND TRIMMINGS TO THE INDES: OP LEAN. 


weights of hams, loins, and picnics decline with the decline in index 
of lean, and when the reduced weight of a particular cut places it in 
a higher price bracket, which is more common with the heavy than 
with the light weight carcasses, this offsets part of the decrease in 
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value of the carcass which is due to the higher proportion of lard. 
Still another important tendency is the decline in value associated 
with increasing carcass weight within the same grades. Further- 
more, the decline appears to take place at an increasing rate, al- 
though the rate of decline is probably at a maximum in the 180- 
^20 pound groups. 

The particular weight groups shown in table 4 are a grading 
device, a part of the grading technique, and were established to ob- 
tain the optimum classification of carcasses according to physical 
homogeneity The economic homogeneity within the grade and 
weight groups shown in table 4 would be improved by a more re- 
fined weight classification such as that suggested in table 5. These 
refinements could be made within the weight groups required by 
the grade standard. 

One of the primary reasons for conducting these investigations 
was to compare the relative accuracy of the liveweight and the 
carcass weight and grade marketing methods in pricing butcher 
hogs The suggested carcass grade standards were developed to 
aid in this analysis. Information for this analysis was obtained on 
40 lots of hogs, 5 to a lot, or a total of ^00 individual animals, dur- 
ing the first two weeks of October 1947. The live hogs were priced 
on the basis of average prices for the respective weights for this two 
week period. Carcasses were graded according to the previously 
developed standard. Carcass values for the different grades were 
computed on the basis of prices of wholesale cuts and trimmings 
The average carcass value was adjusted to equate with the average 
live price paid, $28 39 per hundredweight, both for the 40 lots and 
the 200 individual animals. 

The analytical procedures used to measure relative pricing ac- 
curacy depended primarily upon a comparison of va>l / s at the 
several stages of the marketing process under the different methods. 
The three value variances pertinent to this analj^sis are (1) the 
variance of individual animal values about their mean, (2) the 
variance of values about liveweight prices paid for lots, and (3) the 
variance of values about prices which would have been paid under 
the carcass weight and grade method. The difference between the 
first and second comprises the reduction in variance accomplished 
by the present liveweight method. The difference between the first 
and third comprises the reduction in variance attributed to a 
possible carcass weight and grade method. These reductions in 
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variance attributed to the live and carcass methods respectively are 
measures of the relative accuracy of pricing of the two methods. 
The third or final variance is the residual variance due to the vari- 
ations in value within carcass grades. It is a measure of the errors in 
pricing which would remain after carcass buying. 

TABiiE 5 Composite Carcass Values fob Specified Carcass Grades* 


Carcass 

Equivalent 

Liveweight 

(approximate) 


Carcass Grades 



Weight 

8 

9 

10 

nt 

12t 

(pounds) 

110-140 

110-120 

(pounds) 

165-205 

$39 80 

$40.69 T$41 49 



120-130 


39 85 

40 65^141 44 

— 

— 

130-140 


39 82 

40 55 4 ^ 

41 24 

— 

— 

Average 


39 82 

40.63 

41 39 

— 

— 

140-180 

140-150 

205-260 

39 37 

40 19 

40 83 



150-160 


39 26 

40 00 

40 60 

— 

— 

Average 


S9 31 

40.09 

40 71 

— 

— 

160-170 


39 18 

39 72 

40 23 





170-180 


38 90 

39 44 

39 82 

— 

— 

Average 


39 04 

39 58 

40 02 

— 

— 

180-220 

180-190 

260-310 

38 53 

38 90 

39 29 



190-200 


38 28 

88 63 

38 91 

— 

— 

Average 


38 41 

38 76 

39.10 

— 

— 

200-210 


38 03 

38 29 

38 49 

— 

— 

210-220 


37 70 

37,97 

38 10 

— 

— 

Average 


37 91 

38 IS 

38 29 

— 

— 


* These prices are based upon the average price relationship for the several com- 
ponent cuts and trimmings to each other dunng 1937-41, and the average live- 
weight price paid by padsiers ($24 60) for all slaughter hogs bought m 1947 

t Prices were not calculated for these grades because msuflaeient data were 
available to determine accurately the expected frequency of discounted cuts 


These variances were computed and the total variance was dis- 
tributed according to its constituent elements as shown in the 
table at the top of the next page. 

The percentage figures indicate that live buying removes 45 
percent of the value variance while carcass buying would remove 
82 9 percent (45 0+37 9). These two reductions constitute a 
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Variance 
of Values 

Percentage 
of Total 
Variance 

Total variance of individual animal values 

6319* 

100 0% 

Reduction attributed to live buymg 

384^ 

45 0% 

Further reduction from live buymg to carcass 
buying 

2395 

37.9% 

Residual variance remaining after carcass buy- 
mg (within grades) 

1082 

17.1% 


* It should perhaps be emphasized that this estimate of total variance is not an 
estimate representative for fee entire population. This particular section of the 
analysis was confined to spring farrow^ butcher hogs, all withm a fairly narrow 
weight range, arrivmg at one packmg plant from a local trade area, and marketed 
during one two-week period. Because sampling was random, it was an adequate 
sample for hogs satisfymg the above conditions The purpose of this analysis, how- 
ever, was not to determine the total variance of hog values but rather to compare 
pncmg accuracy of different marketing methods, and it is believed to be satisfactory 
for the latter 

comparison of the accuracy of the two methods. Viewed from 
another direction, under the live buying method 55 percent of the 
total variance remains after purchase in the form of a distribution of 
actual values about live prices paid, while under the carcass method 
only 17.1 percent of the total value variance would remain after 
purchase in a similar distribution of values about carcass prices 
paid. 

Because hogs are purchased on the liveweight basis today, any 
reduction in variance up to this point is of academic importance 
only. If the variance of values about live prices paid is used as the 
base, then 68 9 percent of this remaining value variability would be 
removed through the marketing of hogs on the carcass weight and 
grade basis. 

Conclusiom 

On the basis of these preliminary studies, it appears that consider- 
able improvement in the accuracy of grading and pricing slaughter 
cattle and hogs might be brought about through the adoption of 
the carcass weight and grade method of marketing. Pricing errors 
due to errors in estimating yield would be eliminated, while those 
due to errors in estimating carcass grade would be reduced. This 
would permit more accurate reflection of consumer preferences 
back to livestock producers and hence tend to bring about more 
effective allocation of productive resources on the farm. * Other 
apparent advantages would include greater efficiency in the move- 
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ment of livestock to the place of slaughter, and elimination of 
unnecessary “fill”. 

It is important that the practicability of the carcass weight and 
grade method of marketing, under conditions which prevail in the 
United States, be thoroughly explored. These include, among 
others, the identification, weighing, and grading of the carcasses, 
handling condemnations, making settlement to owners of the ani- 
mals, and the relative cost of marketing under the carcass W’eight 
and grade and the liveweight methods. 

It seems probable that this will prove to be one of the most 
fruitful fields to be explored by those who are interested in bringing 
about the more effective marketing of slaughter livestock and meats. 

DISCUSSION* 

Geobge M. Lewis 
American Meat Institute 

As Dr. DoweU points out, a number of the agricultural college people 
in several of the states have become interested m this subject and are 
planning also to imtiate some research work m this field. An Institute 
committee, consisting of representatives of a number of meat packing 
companies, has had the pleasure on a number of occasions m recent years 
of meeting with members of the North Central Livestock Marketing Re- 
search Committee and of discussing this problem with them. We have 
emphasized with these gentlemen that, in our opinion, there are two basic 
steps to take in the approach to this type of research. First of all, sound, 
practical, and objective grade standards must be developed which will 
represent the value of each type of animal carcass, and second, if and 
when such a set of satisfactory standards has been developed, it will then 
be appropriate to make a comparison of this method of value determination 
with the existing system of marketing hvestock to find out which is better, 
all things consider^. 

I wish to offer the following comments on some of Dr. Dowell’s prelim- 
inary and tentative findings. 

Comments on the Catde Study 

Estimating yields: In the attempt to estimate the dressing yield of the 
cattle included in the study, it would seem that the procedure was some- 
what contrary to the usual industry practice. One individual did all of 
the estimating of the yields. These animals included a nuxture of steers, 
heifers and cows The usual practice in the industry generally is for a buyer 
to concentrate on one class of cattle. Generally speaking, most cattle 
buyers have been trained to make their appraisals of yields of cattle on 
the basis of an entire lot of animals rather than on the basis of individual 

* A discussion presented at the Annual Meeting of the Amencan Farm Economic 
Association, Green Lake, Wisconsm, September 14, 1948. 
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animals Only a very small portion of the cattle is offered for sale on an 
mdmdual head basis. A typical buyer’s performance, therefore, naturally 
would be expected to be better on a lot of cattle than on individual animals, 
not only because of the difficulty involved but also because of the training 
and experience There is a continual effort to make comparison through 
training and experience. 

Estimating grades* In attempting to estimate the grades of beef, there 
are some significant pomts to consider. One government grader graded all 
of the carcasses. This provided no check on possible errors of judgment, 
and there frequently is just as much difference of opinion, among the ex- 
perts, in the grading of beef carcasses as there is in the grading of live- 
stock- Furthermore, the inadequacy of the present government grading 
system, for the purpose of value determination, was recognized, since the 
carcasses were classified on the basis of upper, middle and lower one-thirds 
of each official government grade It apparently was assumed that govern- 
ment grades — or at least when divided into thirds — ^reflect carcass values. 
In our opimon, this assumption is not vahd. We do not beheve present 
government grades and grading adequately represent market values of 
beef These grades were not developed for this purpose. Experience under 
OPA demonstrated very forcefully the shortcomings of government grades, 
both from the standpoint of consistent determination and their proper 
reflection of beef values. 

It is important to keep in mind that there are many factors that deter- 
mme beef values, such as the nature and location of the market outlets, 
weights of the carcasses and cuts, kind of feed which the ammals have 
been fed, etc. For example, the United States Department of Agriculture 
yesterday quoted U. S. Commercial grade steer and heifer beef at Chicago 
from $44 00 to $5^.00 per cwt. dressed. The reason for this extremely wide 
price range is that there existed a variable demand for the wide variety 
of beef classified under this particular grade of beef. 

Therefore, it would seem that the basic problems in this type of research 
study on cattle are: 

First, find out whether different graders consistently can grade beef 
according to the existing official government grades not only for the full 
grade, but more particularly for thirds of grades, or for some other division 
of each of the government grades If this can’t be done accurately and 
consistently, then endeavor to develop adequate objective standards which 
wiH assure th^t an adequate grading job can be done; and 

Second, try to determine objectively whether present government grades 
or divisions thereof, do or do not (as I have contended) reflect accurately 
the value of beef. If they do not, then grades must be developed which 
will, and in this connection we believe that it will be found that Govern- 
ment market quotations, based on one or two markets will not measure 
accurately realization possibilities for the entire country. 

Commerds on the Hog Study 

It is my impression that Dr Dowell and his associates have made a good 
start in the development of objective grade standards for hog carcasses 
He has found that the thickness of fat back bears a fairly high correlation 
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to the percent of lean cuts However, this correlation is not nearly perfect, 
and fat back thickness for different weight hogs may fall short of being a 
sujfficient basis for evaluating completely and accurately individual hog 
carcasses. For this and other reasons, I believe the study should show how 
much variation there is in the percentage of the various cuts within a grade 
There seems to be no measure of quality for the different hogs within a 
given weight range and between individual cuts The proposed grades 
would classify hog carcasses only on the basis of finish and weight Pro\u- 
sion should be made for proper discount for the sub-standard products We 
believe also that these grades would tend to encourage the production of 
rangy, ineflS.cient type hogs which would have a high index of lean, but 
which might not be of the desired conformation, type, and quality In 
other words, the thickness of back fat and index of lean does not necessarily 
measure quality. 

Therefore, it would not measure value or result in an inducement to 
raise the right kind of hogs We suggest a standard for hog carcasses cannot 
be measured alone on the basis of the percentage of these lean cuts, etc. 
Length and other carcass characteristics need to be considered further to 
measure type and conformation, and objective standards are needed to 
measure yield and quahty of the primal cuts 

In our opinion, any set of objective standards developed should not lose 
sight of the three fundamental characteristics of a good type hog, which 
mclude conformation, type, and quality, as well as finish and weight. Cer- 
tainly no program should be recommended that would tend to discourage 
the production of properly finished and good quality hogs. Quahty em- 
braces firmness, shape of cuts, marbeling and tenderness 

It must be kept m mind that in the development of standards and meas- 
urements there is a broad demand in this country for pork products of all 
weights of hogs from the very light to the very heavy types Moreover, it 
should be remembered too that the farmer is interested m the total dollars 
received for his hogs rather than merely the calculated value of only certain 
lean cuts. At times, hogs not having such a high lean content may yield 
the owner more dollars because of a higher total yield. 

For example, table 5 m Dr. Dowell’s paper shows considerable differ- 
ence in the value of carcasses of different grades within a weight range. 
Actually, on a hve basis, a considerable proportion of this difference might 
be offset by the higher carcass yield of the better fimshed hogs. 

More Practical Problems Involved: Aside from the possible eventual de- 
velopment of adequate objective standards for animal carcasses, there are 
a number of very complicated problems and difiSculties in connection with 
the proposed type of marketing livestock by carcass weight and grade. 
Since we should keep these in mind in looking down the road, and before 
reaching conclusions, I shall mention some of them 

(1) Mamtaining identification of animals would be very difficult No 
method of marking, including tattooing, has been perfected that will pre- 
vent the mixing of animals before final value determinations are made. 
This would be particularly serious in the case of animals having large 
bruises or otherwise subject to discount for quahty 

(2) Determination of shrinkage allowances for the time involved when 
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livestock is in transit and is being held for slaughter. Considerable shrink- 
age goes on from the time the ammals are loaded at the farms until they 
are slaughtered, and the amount of shrinkage will vary also, depending on 
the distance traveled, the length of time en route, the method of transpor- 
tation used, temperature, kind of feed fed and the treatment the animals 
received en route. This problem of shrinkage allowances would be a diffi- 
cult one, especially on shipments of live hogs from the Midwest to the 
East and West Coasts. 

(S) The handling of condemnations would be particularly troublesome. 
Under the present system, condemnation losses generally are spread 
among all purchases. Under the proposed system, condemned animals, 
presumably, would be identified. 

(4) The time lag in payment to the owners on the animals would create 
many problems, unless there were to be great changes in where and how 
livestock is sold and slaughtered. Most livestock producers prefer to receive 
proceeds from the sale of their livestock at the time of delivery of the live- 
stock to the buyer. This is a particularly troublesome problem where 
livestock IS slaughtered at a considerable distance from point of production. 

(5) Most livestock producers, as well as buyers, would be reluctant to 
place completely in the hands of a government grader the value deternuna- 
tion of animals. 

(6) There would be considerable additional expense involved which 
would increase the margin between the price received by producers for 
hvestock and the cost of meat to the consumer. 

Meat Industry's Position* I hope that raising these questions will not 
leave the impression that the meat packing industry is opposed to changes 
or new developments relating to hvestock and meat problems. On the 
contrary, the industry, I am sure, will welcome such changes or develop- 
ments as are sound and practicable, and are improvements over the exit- 
ing methods or practices being followed. As a matter of fact, the industry 
right along had adopted many new developments and improvements, and 
as a result, its efficiency of operations, as Dr. DoweU generously points out, 
are well-known to all. These improvements have occurred in the producing, 
marketing, processing, distributing, and merchandising phases of the live- 
stock and meat industry. 


DISCUSSION* 

David G. Paterson 
South Dakota State College 

Only limited comments on the paper presented by Dowell and Engelman 
will be made. In addition, a brief discussion of a similar study being made 
at the South Dakota station with slaughter lambs will be presented. 

Dowell and Engelman are to be commended for so clearly differentiating 
between the two types of economic gains resulting from improved livestock 

* A discussion at the Annual Meeting of the American Farm Economic Associa- 
tion, Green Lake, Wisconsin, September 14, 1948. 
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breeding and feeding practices. Those improvements which result in greater 
output per unit of input (feed and other production factors) reduce costs, 
and so are qmte readily adopted by progressive producers. On the other 
hand, changes in techniques which improve the quality of product without 
affecting physical input-output ratios have little sales appeal if that in- 
crease in quality is not reflected back in higher returns to the producer. 
Hogs were used to illustrate this point but it applies almost equally well to 
cattle, calves, and lambs. 

The method used to obtain hve buying prices m the Minnesota cattle 
study gives the best possible picture of the buyer^s ability to reflect back 
to sellers the true value differences of individual shipments The competi- 
tive market level is also an important consideration for many buyers. The 
price arrived at on the basis of yield and grade estimates and carcass prices, 
plus standard by-products credits less standard operating costs, might be 
$32.00 per cwt for a particular lot of steers. However the actual purchase 
price might be above or below this figure depending upon the need for 
cattle and the buyer’s abihty to “get the job done.” In further studies it 
would be desirable to obtain the prices actually paid for the animals under 
as nearly normal operating conditions as possible. 

In the South Dakota study with lambs the approach to the problem 
was very similar to that used in the cattle study at Minnesota. We accepted 
prevaihng federal carcass standards (temporarily at least) and proceeded 
to determine the departure of estimated from actual yields and grades and 
to measure the economic significance of these errors. 

Data on 32 lots comprising 487 lambs have been collected. As the study 
IS yet to be completed, the following results are preliminary and tentative. 

Analysis of the grading results reveals a defimte tendency for the buyer 
to underestimate grades of choice lambs and to overestimate the grades of 
commercial, utility and cull lambs Part of this bias is inherent in the data 
because there is not equal probabihty of over and under estimating grades 
of top and bottom lambs. For top choice lambs there is only one higher 
grade; similarly for cuU lambs. The buyer can only overestimate the grade 
because there is no lower grade. However, the Wyer tended toward an 
“average” or “middle” grade to a greater degree than can be eicplained by 
the bias alone* 

The buyer did a better job of estimating grades for top lambs than for 
low grading lambs The percentages of lambs in each grade (on the basis 
of the federal grading) for which the buyer’s estimate was within one-third 
grade were: Choice — 78%, Good— 50%, Commercial — 38%, Utility — 24% 
and Cull — 43%. During the period of this study the errors in grade esti- 
mates for lower grading lambs were of greater economic importance than 
errors in grade estimates for top lambs. For example, the carcass price 
differential between good and choice lambs averaged about $1.00 per cwt. 
while the carcass price differential between good and commercial lambs 
averaged about $2.50 per cwt. 

The buyer’s estimate of the average yield for each test lot was obtmned. 
The buyer’s estimates of dressing yield for individual lambs were obtained 
for only three lots comprising 45 lambs because it was dedded that this 
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was an impractical approach for this species. The lots used in this study 
comprised 10 to ^0 lambs. Seldom are lambs marketed in smaller lots than 
used in the study 

On the 45 lambs for which individual yield estimates were obtained, the 
buyer did a relatively poor job, as on 35% of the lambs he was off in his 
yield estimates by more than 3%. For a number of lots there was consid- 
able difference between estimated and actual average yield. The differences 
ranged from an overestimate of 3.6% to an underestimate of 4.0%. The 
standard deviation of lot yield differences was ^.1% and the mean devia- 
tion was 1.6%. 

The differences between estimated and actual yields were greater for 
those lots having rather extreme yields For example, the mean deviation 
of yield differences for 14 lots with actual yields below 46% or above 50% 
was 1.0%, whereas for 15 lots with actual yields between 46% and 50% 
the mean deviation was 1 4%. In making yield estimates there was a 
definite tendency for the buyer to keep nearer the average or normal yield 
for a large number of lambs than actual results would justify. 

When the buyer overestimated grade, there was a tendency for him to 
also overestimate yield, and vice versa The correlation coefficient between 
grade and yield error (r) was + 49 which is just significant at the 1% level. 
Grade and yield errors were compounded. 

The error between actual value and prices paid to individual shippers is 
greater than the physical errors in grade and yield estimates alone indi- 
cate. This IS due to the discrepancies between prices actually paid under 
regular buying procedures and prices that yield and grade estimates for 
the lot would indicate. A ‘^theoretical” purchase price was calculated for 
each of the three lots for which individual yield estimates were obtamed. 
The “theoretical” prices were found by multiplying the carcass price for 
the estimated grade by the estimated yield. For one lot the actual purchase 
price was $1.10 per cwt over the “theoretical,” for another 59 ^ over, and 
for another 3^ under. The pertinent point here is not that the actual and 
“theoretical” prices differ, but that the differential between actual and 
“theoretical” is not the same for each lot. 

The ability of different graders to apply uniformly the present subjective 
carcass grade standards was studied. Each carcass was graded indepen- 
dently by the federal grader regularly assigned to the plant, by the packer 
grader, and by the station meats speciahst. Both the packer grader and the 
station grader were within one-third grade plus or minus the federal grade 
83% of the time. This indicates that experienced graders do not differ too 
widely in the apphcation of present grading standards However, the fact 
that there is variation m grading brings up one of the very real problems 
in any widespread adoption of the rail gradmg method of marketing. Uni- 
form application of standards need to be made to individual carcasses 
within any one plant and as between plants. 

However, in this particular study, the percent of the variance between 
prices paid and the actual value of the lambs that can be ascribed to grade 
error was quite small An analysis of price variance has been made for 
only three lots to date. The buyer overvalued Lot I an average of 70 ^ per 
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cwt. Lot H was overvalued per cwt and Lot III was undervalued 
$^.85 per cwt. The results are presented m Table I. 


Table 1. Percent op Value Variance prom Different Sources^ 



Lot I 

Lot II 

Lot III 

Grade error 

3 9% 

3 7 % 

4 5% 

Yield error 

74 2 

79 8 

77 7 

Interaction of grade & yield errors 

21 9 

16 5 

17 8 


^ The basic equation for this determination was <rT^~(r^+cry^’\’^yyai<ra<Ty). 


Approximately 75 percent of the value variance was due to yield error 
which would be entirely ehminated imder the carcass grade and weight 
method of marketing. 

These tentative results reveal a weakness in the present pricing mechan- 
ism for slaughter lambs. There is a tendency to generahze prices paid in- 
stead of returning to each individual producer the true value of the product 
delivered The seller of top quality, high dressing lambs tends to be under- 
paid and the seller of low quahty, low yielding lambs tends to be overpaid. 

It is important to note however, that before we know the true possibili- 
ties of this method of marketing we must consider not only its desirabihty 
but also its practicabihty There are a number of problems that need to 
be solved before the question of practicabihty can be answered affirma- 
tively. These problems include a satisfactory method of identification, the 
effect on slaughtering costs, a method of adjusting for differences in by- 
product values, the extent of tissue shrinkage when animals are held 
various periods of time before slaughter, and some others. The results of 
studies to date indicate the need for further research in this field both to 
further test the results obtained thus far on the desirabihty, ’and to shed 
light on the relatively unexplored problems on the practicability of rail 
grading. 


DISCUSSION* 

Marvin A. Schaars 
Univeratty of Wisconsin 

If we adopt the hypothesis that producers of livestock should be paid for 
their slaughter animals according to their individual values, then investi- 
gation as to whether existing pricing methods achieve this goal is a good 
starting point Our objective in this study was to see whether mequahties 
in pricing to individual producers for the same grade of livestock exists, 
whether the mequahties, if found, are of such magnitude and importance 
as to warrant serious consideration of a different system of pricing, and 
equally as important, whether under American conditions of livestock 


* A paper given at the Annual Meetmg of the American Farm Economic Asso- 
ciation, Green Lake, Wisconsm, September 14, 1948, 
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marketing it is practical and economical to change to some other system 
of pricing. 

Tn many respects the problems which Dr. Dowell and Mr Sngleman faced 
with slaughter cattle and hogs were more comphcated than and different 
from those confronting us in our study of veal calves. A majority of the 
cattle included in their study was purchased on a carcass weight and grade 
basis, and hence, a liveweight price was not negotiated on the animals. The 
probable liveweight price was therefore estimated. In our study, the live- 
weight prices paid by the packers were obtained. Also, the carcass prices 
for steers and heifers were computed on the basis of Chicago wholesale beef 
prices whereas in our study carcass values were based upon the packers* 
quotations for veal carcasses on the days the carcasses were sold. We did 
not face the necessity of determining objective grade standards for veal 
carcasses as was necessary for hog carcasses. Veal, as you know, is sold in 
carcass form by the packers. Wholesale quotations on the basis of U. S. 
Grades are used in the trade. Veal is not aged, and sales and shipments were 
made soon after slaughter, generally the following day. Live prices and 
wholesale carcass quotations can, therefore, be readily adjusted to one 
another since there is such rapid turnover of the meat. I should add, 
however, that we did not ascertain to what eident grades and prices the 
packers placed on the carcasses differed from the federal grader’s grades 
and from the daily wholesale quotations. To the extent that such changes 
were made, the actual gross receipts to the packer would differ from the car- 
cass values as we computed them. 

Without attempting to descnbe the procedure of carrying on the tests 
at two packing plants in the state, I shall briefly review the major tentative 
findings. The estimated yields of the two buyers varied considerably from 
the actual dressing percentages. At one plant where 420 calves were 
checked, the buyer estimated the yield correctly for 14% of the calves, 
overestimated the yield for 23% of the calves by 1% to 9%, and under- 
estimated the yield for 63% of the calves by 1% to 15%. At the other 
plant the record was not as good, for there the buyer estimated the yield 
correctly for only 7%*pf the calves, overestimated it for 11% of the ani- 
mals by 1% to 16%, and underestimated the yield for 82% of the calves 
by 1% to 11%, At the first plant the buyer estimated the yield within 
2% -f or — the actual yield for one-half the calves, but at the second plant 
the yield for only one-third of the calves was estimated that closely. 

In comparing the estimated grades with the carcass grades as deter- 
mined^by federal graders, considerable variation in the competence of the 
two buyers was shown. The buyer’s estimated grades and the ofBcial 
grades coincided for 33% of the calves at one plant and for 61% at the 
other^ plant; were^below the official grade for 3% of the animals at one 
plant and for the other; were above the official grade for 64% of the 

calves at the first plant and for 19% at the other plant. At the first plant 
where two-thirds of the estimated grades failed to*agree with the official 
grades, most of the misses were by one grade, some by two grades, and a 
few by as much as three grades. But, at the second plant only 3% of the 
estimated grades deviated from the official grades by two grades. In other 
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words, 97% of the estimated grades were the same or within one grade 
of the official grade, which strikes me as quite skilful grading especially in 
■view of the fact that carcass grading is done on a subjective basis where 
skilled graders may disagree on borderline cases 
At both plants considerable variation within each grade was found m 
the amounts paid for live animals from the wholesale values of carcasses 
used as a base. Much greater variation was found for the two lower grades 
than for the two higher grades. 


Conchiswns 

According to this study, it is evident that considerable variation existed 
in the returns that mdi-vidual farmers received for veal calves of equal 
grade at the two plants Even at the plant where the buyer was fairly 
proficient m grading and had a better record m estimating the yield than 
was done at the other plant, the prices paid farmers failed to provide 
equality of treatment. Deahng with two variables, yield and grade, and 
then determining a price which gives proper weight to each factor is un- 
questionably a difficult matter for a busy buyer in the yards even though a 
conscientious effort is made to treat each patron equitably. Pricing errors 
due to nuscalculations of yield could be entirely eliminated if carcass weights 
rather than live weights were used. Likewise, miscalculations of the grade 
could be reduced considerably by examining the carcass rather than the 
live animal. From the producer’s standpoint, the desirability of having a 
pricing system for veal calves that would reward indi-vidual farmers more 
nearly for what their calves are worth to the processor is apparent. From 
the packer’s standpoint such a pricing system might also be definitely 
advantageous. This would not mean that more money would be paid for 
veal calves by all packers but that a more equitable distribution of that 
paid out would be accomplished. The pie would merely be cut differently. 

Our study, like that of Dr. Dowell’s, has not explored the practical prob- 
lems that would need to be solved before a different system of pricing could 
be instituted. He has mentioned a number of them. Our research findings 
pomt out strongly the desirability of a change m pricing procedure but 
leaves for further investigation the solution of the practical considerations 
involved. 



ROUNDTABLE ON FARM LABOR 

Chairman: John D. Black, Harvard University 

CAPITAL-LABOR SUBSTITUTION IN 
COTTON FARMING* 

EjsNjrajTH L. Bachman 
Bureau of AgricuUurdl Ecojumics 

S ubstitution of capital for labor has been a characteristic 
trend of the American economy. In this process of increasing 
efficiency and decreasing costs, cotton farming has lagged behind 
most other types. One of the reasons for this lag has been the diffi- 
culty of mechanizing the cotton enterprise. The introduction of 
machinery has made great changes in production of wheat, corn, 
and many other major crops, but the development of similar 
machines for cotton has been more difficult. The immobility of the 
farm population in cotton areas and its relatively high birth rate 
have been additional problems. But cotton farming seems now to 
have entered into a period of rapid technological change. 

The process of substituting capital for labor in cotton farming 
may be divided into two general classes. (1) Shifts to enterprises 
which use more capital relative to labor, and {%) substitution of 
capital for labor in the existing types of farming 

Capital-Labor Substitution by Changing the Type of Farming 

The process of shifting to other types of farming has been going 
on for more than two decades. In the ten southern States, the pro- 
portion of cash farm receipts coming from enterprises other than 
cotton increased from S8 percent in 1924 to 74 percent in 1946. 
On many farms this has meant elimination of cotton. With the ex- 
ception of tobacco and a few specialties, these changes have been in 
the direction of enterprises using more capital in relation to labor. 

In many areas a continued increase may be expected in the im- 
portance of other enterprises. Important technological advances 
have been made in many enterprises including, new varieties, 
improved fertilizer and cropping practices, and mechanical methods 
of production. In some areas especially they are changing the com- 
parative advantage of the various enterprises. 

* A paper given at tte Annual Meeting of the American Farm Economic Asso- 
ciation, Green Lake, Wisconsin, September 14, 1948, 
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Caj)ital-Lahor Substitvtion on Cotton Farms 

Possibilities of substituting capital for labor in those farm organi- 
zations in which cotton remains the major enterprise depend in 
large part upon progress in cotton mechanization. Recently con- 
siderable progress has been made in the mechanization of some 
preharvest operations, and future changes are on the horizon From 
1939 to 1946, for example, the proportion of cultivating and plant- 
ing done with tractors rose from 21 to over 40 percent.^ But progress 
in mechanizing all the operations on cotton has been limited. The 
two key operations, hoeing and picking, remain relatively un- 
touched In 1946, less than 1 percent of the cotton was harvested by 
mechanical methods.^ 

Mechanization to date may be characterized as “partial” rather 
than “complete ” Completely mechanized methods have been used 
only m certain areas and there partly m response to the unavaila- 
bility of labor when needed. Completely mechanized methods will 
gradually increase in importance But future technological improve- 
ments in methods and machines will determine in part the rapidity 
of the general adoption of completely mechanized methods. 

The extent to which farm operators in specific areas can in- 
corporate specific technological developments, the types of capital- 
labor substitution that may be profitable, and the opportunities 
for off-farm employment of the labor released might well be focal 
points for much of the research in the years immediately ahead. 
Extension and action programs based on such research can greatly 
reduce the problems and mistakes in this period of transition. 

Effects of Capital-Labor Substitution 

Shifts to other enterprises as well as partial and complete mech- 
anization in cotton farming all seem likely to be of importance in 
the years ahead. Where these shifts are limited to partial mechani- 
zation, some increase in size of farm and amount of supplementary 
crops seems likely. In some cases, partial mechanization may add 
to the seasonal leisure or underemployment of operators and of 
farm wage workers. This may increase the problems of effective 
utilization of labor especially under depression conditions. Complete 
mechanization, where practicable, can greatly increase the size of 

^ A. P Brodell, Use of Tractor Fowert Animal Power, and Hand Methods in Crop 
Proditction, XJ S D A , B.A E , F.M 69, July 1948* P, 26 

2 Ibid 
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farm and it could cause a trend toward specialization in cotton pro- 
duction. Adoption of types of farming which use more capital 
relative to labor will also encourage larger farms. More employment 
for the remaining farm families often will be provided through a 
better seasonal distribution of labor. 

Prospective trends in substituting capital for labor will gradually 
change the farm labor picture. Shifts to other types of farming as 
well as shifts to completely mechanized methods of cotton farnung 
will reduce significantly the numbers of farm operators and the 
seasonal and year-round labor needed in these areas. These changes 
are also likely to increase the importance of family farms. Partial 
mechanization will reduce the numbers of farm operators and year- 
round labor needed, but it may increase the importance of seasonal 
labor. 

Incomes and Resources 

The wise substitution of capital for labor can be an effective 
means of narrowing the gap in incomes and resources of people 
engaged in cotton farming, as compared with those engaged in 
other types of farming. Individual farmers are often in position to 
reap a double advantage by making such technological shifts. Not 
only is the output increased but total costs per unit are often signif- 
icantly decreased. For example, the operator of a representative 
large cotton farm in the Southern Piedmont of North Carolina 
could almost double his output. At the same time he could reduce by 
more than one-third per units costs exclusive of management and 
labor performed by the operator and his family.® Changes in tech- 
nology enable individual firms to shift to new and lower cost curves 
and to increase output as well 

These changes would be made possible by shifting from a cotton 
system to a fully mechanized livestock small-grain system and by 
using improved practices. Substitution of capital for labor on this 
farm would result in the displacement of two sharecropper families. 

One argument commonly advanced is that the capital-labor 
substitution by increasing production, especially salable production, 
will reduce prices and all or most of the benefit will flow from the 
people engaged m cotton farming to other groups. The importance 


* W. W. McPherson, W. H, Pierce, E. E L Greene, Farming Opportunities, 
Soutkem Piedmont Area, N, C In press. Estimates of production and costs based 
on 19S5-S9 pnces. 
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of these effects can be overemphasized.** In the first place, a large part 
of the increased production seems likely to be in products other than 
cotton. Cotton farmers are but a minor group in the production of 
most of these products. For example, increased production of live- 
stock by cotton farmers would not be expected to reduce prices of 
livestock proportionally. Increased production under these condi- 
tions also means larger returns to cotton farmers. On the other 
hand, when shifts m cost curves are involved, total costs may be 
less for the larger production than for the smaller. Reduction of 
about one-fourth in the physical costs per unit of agricultural out- 
put m the United States since World War I illustrates the aggregate 
importance of these shifts in cost curves due to technological 
change.^ Finally, not all capital-labor substitution in cotton farming 
will result in any over-all increase in agricultural production. 
Mechanization of cotton hoeing and chopping, for example, may 
merely save labor without directly increasing total production. 

Substitution of capital for labor can increase the returns per 
combined unit of capital land and labor used in these areas. Will 
living standards rise to absorb most of these gains and to prevent 
capitalization into higher land values.'^ Historically, over the longer 
run, per capita incomes of the labor remaining in an industry have 
been increased under these circumstances. Certainly the ability of 
the farming units to pay higher wages for the labor needed will be 
improved. Further, development of increased skills and responsi- 
bilities will improve the quality of labor. But the need for farm 
labor will steadily decrease and a substantial stream of migration 
to nonfarm jobs will be necessary. The welfare of the labor released 
and of the labor remaimng m agriculture will be greatly affected by 
economic conditions and policies. The problems can be eased if off- 
farm job opportunities are widened by: (1st) Facilities to encourage 
those inclined to obtain necesaary skills and training for nonfarm 
work; and (S) full development of industrial resources, especially 
in areas in which farm labor needs are being significantly reduced. 

* See, S. E JoHnson, “Agricultmal Production After the War,” J. P. E , Vol. 
XXVn,No 2, May 1945. 

* M. R Cooper, G T. Barton, A. P. Brodell, U S.D.A. Progress of Farm Medium^ 
ization B A.E. Misc. Pub., 1947, P. 64. 



AN ANALYSIS OF THE ECONOMY OP USE OF 
FARM LABOR IN THE CORN BELT’' 

Meltot Janssen 
'Harvard TJmversUy 

T he cooperative project to study the use of labor on cash 
grain farms in East Central Illinois and North Central Iowa is 
being conducted by Harvard Umversity and the Division of Farm 
Management and Costs of Bureau of Agricultural Economics. 
The objectives of the study are to find how labor and capital are 
being combined and used on selected kinds of cash grain farms and 
to determine what kinds of organizations would be best suited to the 
different kinds of labor forces on such farms. The project is only 
partially completed, with little analysis having been done. 

Selection of the Farms 

The Bureau of Agricultural Economics in cooperation with the 
Illinois and Iowa Experiment Stations conducted a survey in the 
two cash grain areas early this year to determine costs, returns, and 
practices on cash grain farms for 1947. The Statistical Laboratory 
of Iowa State College drew samples to contain 1/96 of the Illinois 
cash grain area and 1/30 of the Iowa cash gram area. Presumably 
these samples contained similar proportions of the cash grain 
farms of the areas within the limits of sampling error. 

All of the farms in the small scattered sampling segments were 
first visited to determine if they were cash grain farms or some other 
type, A schedule of the physical characteristics of the farms was 
used to determine the type of the farm. This definition will corre- 
spond only approximately with the census definition of cash grain 
farms which is based on income, but it is believed to be satisfactory 
as a simple method of determination. All cash grain farms of over 
^20 acres were enumerated, but only one half of the smaller farms 
were enumerated. In order to obtain enough returns from large 
farms there would have been far more from the small farms than 
were needed if all of them had been enumerated. 

When the schedules had been returned and edited, they were 
then stratified into nine different labor force types, depending on 
the kind of workers, the length of time worked, and the number of 

* A paper given at the Annual Meeting of the American Farm Economic Associa- 
on Green Lake, Wisconsin, September 14, 1947. 
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workers. Four of these groups were designated as “major” types and 
four were designated “minor” types. The minor types were com- 
binations or variations of one or more of the major types. The 
ninth class included farms that did not distinctly fit into any class 
and closely resembled two or more classes. 

Farms were then drawn at random from each strata. In each 
state equal numbers of farms were drawn, so that they could be 
first treated as separate universes and later as a single universe. 
In that manner, differences between the two areas might be dis- 
covered. In each state twelve farms were drawn for each major 
type and six farms were drawn for each minor type. The subsample 
covered slightly more than one fourth of the original sample. 

The method of selection gives a different sampling rate for each 
labor type classification, but this is believed to be more desirable 
than a constant sampling rate which would give an insufficient 
number of large farms to draw reasonable statistical inferrences for 
some of the labor force types Further, the low proportion of large 
farms that would be obtained with a constant rate would not give 
many farms where labor and machinery are likely to be used most 
efficiently. A larger sample would have been desirable, but time and 
funds did not permit greater coverage. In fact, the number of 
farms was larger than originally planned. 

Collection of the Data 

A schedule was developed which would permit the enumerator to 
determine the work that had to be done on each farm and the 
methods of doing it. Once this was determined, it was used as a 
guide to discover how an operator was able to do so much work or 
why he was not able to accomplish more. This type of questioning 
was not suited to a formal questionnaire using objective answers. 
This meant that the enumerator had to make an evaluation of the 
answers on the basis of the previous information of the farm, so that 
farms might be compared. 

Those operators who had changed the character or scale of their 
operations during the past two years were especially questioned on 
why changes had been made and how they felt the changes were 
working. Problems peculiar to individual farms such as ditches, wet 
areas, and irregular fields were given attention. 

The second source of information will be the individual schedules 
which were completed on the original survey. The practice data 
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gives a great deal of information on how work was done on the farms. 
It also gives information on the buildings, machinery and labor 
force that will aid materially in the analysis. 

Analysis of the Data 

The analysis of the data will be divided into two parts. The first 
part will find how well farms have been using their labor and capital 
This will also indicate the range of differences that exists between 
farms, which preliminary examination suggests is rather large. This 
will also be compared with the plans farmers would like to carry out 
if they were able to procure the materials, labor, and equipment 
they desired. Again, a superficial examination suggests that the 
range will remain very wide. 

The second objective is to determine what can be done to provide 
better organization for cash grain farms by using labor, machinery, 
and buildings in the most suitable combinations. In this study, the 
labor force has been considered fixed, so we are asking what com- 
bination of land and capital (including sizes and types of equip- 
ment) will best fit the labor force. This means how much land can 
one man, for example, handle and what sizes and kinds of equip- 
ment can he best use. What kinds of machine work would it be 
better for him to hire because the overhead is too high? This will be 
carried out for each of the eight labor forces studied. 

All farms will be studied -and efficient operations will be segre- 
gated. There are doubtless efficient operations on all farms mixed 
with varying numbers of inefficient ones. Therefore, no single farm 
is likely to serve as a model for most efficient operation. If the meth- 
ods of several farms can be studied and the most efficient 
methods of all farms selected for each operation, there may result 
a model more efficient than any single farm studied. This will 
require the construction of eight different models of operating units 
representing each of the labor force types. 

Analytical Problems Encountered 

There are some problems that will make the analysis difficult 
and may limit the application of some of the conclusions to special 
cases. 

First, weather conditions play a large part in determining the 
manner in which an operator and his labor force may be able to 
accomplish timely operations. Weather may cut down yields be- 
cause too much land was farmed compared with the other factors of 
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production in a wet year. On the other hand, m a dry year, the 
factors could handle more land quite well, thus being under- 
employed. This problem may be handled quite well if there are 
few extremes in weather conditions giving a leptokurtic distribution 
or even something resembling a normal distribution. If, however, 
there is wide variation in weather conditions from year to year, 
then the problem cannot be handled very satisfactorily by any 
method except by holding excess factors as a reserve for the frequent 
bad year. This seems to be practiced frequently in the area sur- 
veyed. 

The second problem concerns the relative prices of the different 
factors of production, and these relative to the value of the product. 
If the relative prices of the factors and crop income were reasonably 
constant, the proportions of each factor used should remain about 
the same. Therefore, if prices remain the same relative to each other, 
though they may change, or if the fluctuation of relative prices is 
small, the problem is not serious. When the fluctuations are very 
large, the proportions of each factor should change from time to 
time. The problem does not have an easy solution in this case, but 
requires a sort of ”mean solution” which is likely to be wrong the 
fewest possible times. Here wide fluctuations are believed more 
likely than for weather conditions, making this problem seem more 
serious. 

The third problem concerns the change in the quality of the oper- 
ator’s labor with age. A young man can work longer hours and can 
do more heavy work than an older man. Therefore, how can a one 
man farm keep a young man fully employed without overtaxing his 
physical capacities when he is about to retire? Some farms have 
decreased the amount of work by reducing the livestock or the 
acreage farmed. Usually, this has meant that the capital has been 
underemployed, either in the form of unused buildings or in the 
form of more power and machinery than is required. In some 
cases, it has taken the form of an increase in the size of the labor 
force, which frequently means that labor is underemployed be- 
cause the labor force does not fit the machinery and land. This 
problem may present difficulties for the “one man farm” though 
there seem to be possibilities that a satisfactory solution may 
involve doing custom work when the operator is young and hiring 
it done when he is older. For other farms, a staggered age of la- 
borers may give a constant labor force. 



FARMER-WORKER RELATIONSHIPS* 

T. N. Hxjrd 

Cornell UmversUy 

E very farmer has a labor problem. This is as true for one who 
is the only source of labor on a farm as it is for the large 
operator with many hired workers. Both have the problem of using 
labor as productively as possible. The lone operator has no problems 
of farmer-worker relations, but his situation is often more difficult 
with respect to ways of increasing his productivity since his labor 
supply may be fixed. 

Although high productivity of labor is a basic requirement for all 
farmers, this paper will deal entirely with farmer-worker relation- 
ships Emphasis will be placed upon relationships with hired 
workers Most of the same principles apply, however, to unpaid 
family workers and in some instances to the farm operator himself 
Employer-employee relationships have been of concern in indus- 
try for a much longer period than is true in agriculture Courses in 
human relationships are now available in schools dealing with 
industrial and labor relations. Numerous studies have been made 
and books have been written on the subject. 

Agriculture has given but little attention to employer-employee 
relations. The principal reason is obvious. Until World War II, 
supplies of farm labor were generally available at what now appear 
to have been ridiculously low wages. 

World War II, however, changed all this. There are some who 
have anticipated that peace-time conditions would bring a farm 
labor situation similar to that of the 1930’s. Such a development has 
not occurred. Many farmers have found it as difficult to get and 
keep good help since the war as it was during the war. 

To help answer the question, “How can I get and keep good 
help?” which was being asked repeatedly by farmers in New York, a 
study was made of 58 farmers and their “regular” or year-around 
hired workers in an intensive dairy area in Rennselaer County on 
the eastern border of the state. Information was obtained by the 
survey method on practices being followed by farmers in their 
labor management and on factors which the farmer and hired men 

* A paper given at the x\nnual Meeting of the American Farm Economic Asso- 
ciation, Green Lake, Wisconsin, September 14, 1948 
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considered important in successful relationsliips. Farmers and hired 
workers were interviewed separately. 

Among the questions asked, was the following. “Based on your 
experience, what are the most important things for a farmer to 
keep in mind if he* wants to get and keep good hired help?’' Each 
farmer and worker was asked to list the points in the order of im- 
portance. No check list was used. Points mentioned by each farmer 
and worker were recorded in his own words and later summarized 
and classified as in the table below. 


Fabmers’ and Workers’ Suggestions for Getting and 
Keeping “Good” Hired Help 
58 Farms, Northern Rennselaer County, New York, 194S6-47 


Suggestions 

Times Mentioned by 

Rank by 

Farmers 

Worker 

Farmer 

Worker 

Maxunum of privileges 

38 

33 

1 

1 

“Treat like human bemgs” 


26 

2 

3 

Pay good wages 

25 

29 

3 

2 

Reasonable and regular hours 

14 

24 

4 

4 

Work with men 

12 

5 

5 

9 

Careful supervision 

12 

17 

6 

7 

“Don’t drive or be overbearing” 

11 

5 

7 

8 

Time off 

8 

18 

8 

6 

Show interest m workers 

8 

4 

9 

10 

Mechanization 

7 

18 

10 

5 

Vacations 

3 

3 

11 

12 

Good working conditions 

3 

2 

12 

13 

Good management 

3 

4 

13 

11 


A maximum of “privileges” was mentioned most frequently 
by both farmers and workers. For married men this meant the use 
of a house together with varying amounts of farm-produced food 
and fuel The size, condition and amount of modernization in a 
“tenant” house seemed important not only to hired 'workers but 
to their wives an families. Privileges for single men usually meant 
board, room, and laundry in the farm operator’s home. Some single 
men volunteered the information that the farmer’s wife’s cooking 
was an important reason why he liked his job. 

Farmers placed treating their hired men like “human beings” 
in second place; the workers ranked it third. “Fair treatment” and 
“following the Golden Rule” were classified under this general 
heading. Several farmers referred to unsatisfactory experiences 
which they had had as hired men. 
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The paying of good wages was ranked third by the farmers, but 
second by the hired men. “Good” wages meant the average of the 
commimity or higher. Hired workers point out that prompt pay- 
ment of wages m full was essential. Several also pointed out that 
while good wages were important, other things were also necessary. 
One-half of the farmers were paying their wages weekly; formerly 
payment was once each month. 

Keeping reasonable and regular hours was ranked in fourth place 
by both the farmers and their hired workers. It was pointed out 
frequently that a definite quitting time, which was strictly adhered 
to, was highly desirable. 

According to farmers, the other important factors in the order of 
their importance were: Working with hired men, providing careful 
supervision, avoiding “driving” or being overbearing, giving time 
off, showing interest in their workers’ personal affairs, having ade- 
quate farm equipment, giving vacations, providing good working 
conditions, and having a well-managed farm business. 

All of these points were also mentioned by the hired men. Some 
of them, however, were ranked in different positions. For example: 
Farmers placed mechanization tenth, but the hired workers placed 
it fifth. 

Some of the specific practices of the farmers in managing their 
hired help were rather significant. One-fifth of the farmers were 
paying bonuses or sharing profits. On the average the farmer 
worked 60 percent of the time with their men. Almost two-fifths of 
the farmers were giving at least one-half a day off each week. One- 
fifth of the farmers granted sick leave with pay for an average of 
16 days per year. One-sixth of the farmers gave an average of two 
weeks vacation with pay each year. Almost one-half of the remain- 
ing farmers gave an average of 13 days per year with pay for at- 
tending auctions, going hunting or fishing, and transacting personal 
business. Although insurance against accidents is not required in 
New York, 30 percent of the farmers were carrying workman’s 
compensation insurance or farmers liability insurance with medical 
payments. 

Although several important essentials for successful relationships 
were highlighted, it appears that maximum success requires a com- 
bination of many things which may appear unimportant individual- 
ly, but which when taken together, are extremely significant, especi- 
ally to the hired man. 
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This survey was designed as a pilot study to help develop plans 
for more comprehensive work m the future. Any plans which are 
made will include the following . 

(1) Obtaining a much larger number of records. 

(2) Obtaining records in several different counties. 

(3) Including some farmers who have been unable to keep hired help. 

(4) Developing an objective measure of the degree of success in farmer- 
worker relationships. Numerous methods were tested with these 
data, but no satisfactory single measure was found. The rate of labor 
turnover, the average years the present worker had been on the 
farm, output per man, and numerous others proved unsatisfactory. 
Possibly larger numbers of records will provide the basis for a satis- 
factory measure. 



THE FUNCTIONAL APPROACH TO EFFECTIVE 
FARM LABOR UTILIZATION* 

Lowell S. Hakdin 
Purdue Umversiiy 

E ffective use of labor is generally taken to mean high 
productivity per worker. To obtain maximum output per 
unit of labor input, careful consideration of all resources entering 
into farm production — ^not just labor alone — ^is necessary. Therefore, 
how well labor is used depends upon (1) the quality and amount 
of physical, economic, and human resources available and (2) de- 
cisions on farm organization and operation ranging from those 
pertaining to enterprise combination and size of business to equip- 
ment choices and work methods. 

This discussion, however, is limited to farm operations. It is 
assumed that for a given farm the land resource pattern is set and 
that decisions regarding general farm organization are made. 
We are thus limiting ourselves to the problem of how to perform the 
necessary w'ork. Based upon our experience m work simplification 
research,^ it seems to us that the problem may profitably be ap- 
proached in this manner. 

1. Classify the work into the necessary functions which must he 
performed. For example, to produce livestock it is necessary to per- 
form the functions of roughage and bedding handling, feed hand- 
ling, provision of ’water, moving of animals, and manure removal. 
In the cases of roughage, grain, and bedding the performance of the 
function extends from harvest through storage and feeding The 
functional classification is thus on the basis of complete processes 
rather than on an enterprise, job, or seasonal basis 
2. Develop detailed standards or input-output ratios (for labor, 
machines, equipment, and buildings) for different ways of perform- 
ing each step in the process involved. These standards or ratios 
should be in physical quantities (as accomplishment per unit of 
man or machine time or minutes per ton or per acre), should care- 
fully define the method and the working conditions, and should 

* A paper given at the Annual Meeting of the American Farm Economic Asso- 
ciation, Green Lake, Wisconsin, Septemher 14, 1948. 

^ Lowell S. Hardin and R* M- Carter’* An Analysi s of Work Simplification Re- 
search Methods and Results,” this Joubnal, VoI XVIII, No. 1, February, 1946, 
pp S20-S30. 
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carry a quality determination (where pertinent) for each step in the 
process. 

3. Work out the most effective means of 'performvng each function 
for 'Hyps'' situations. This step is accomplished through analysis 
and mampulation of the standards, (a) by direct comparison of 
different methods and complements of eqmpment for each part 
of the process, (b) by the budget or substitution method, and (c) 
by synthesizing new processes or means of performing the necessary 
functions. It is at this point that principles of work simplification 
or labor economy should be applied to improve existing methods 
wherever possible 

4. Test conclusions under actual farm conditions. This suggested 
four-step procedure raises certain questions which we can discuss 
briefly. 

Why the emphasis on functions? Because the functional approach 
cuts across enterprise Imes, it should result in an answer most 
economical for the farm as a whole. This may be quite different 
from the answer obtained by studying one enterprise alone. For 
example, while hours of hay-chopper use may be too small for 
economy when hay alone is considered, additional use for straw and 
silage may make the machine a practical consideration. 

Is the collection of physical data — standards or input-output 
ratios — the task of the economist? Properly, this is technology ® 
Because these data are essential to more refined economic analysis, 
however, the economist will probably have to assist, at least, in 
obtaining them. These data can probably best be obtained in three 
general ways. (1) from carefully selected case studies, (2) from 
controlled experiments (simulating farm conditions) performed in 
cooperation with agricultural engineers and production scientists; 
and (3) from well designed purposive surveys. 

The controlled experiment has much to offer in this type of 
research, both in collecting data and in checking results. Actual 
observation and careful measurement are necessary. In this con- 
nection, professional farm management organizations are often 
willing cooperators. They frequently can provide cases for obser- 
vation and farms on which to test conclusions. 

Whatever the method of collection, the file of standards or input- 

* For a more complete discussion of this question, see Earl O. Heady “Models m 
Farm Production Economics Research,” this Joubnal, Vol XXX, No S, May, 
1948, p. 210. 
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output data will never be fully adequate. It is time, however, that a 
start be made in this direction. Results — standards or input-output 
ratios — ^if carefully defined, can have wide use. No one state or area 
need build up all its own standards. In using these standards for 
budgeting^and synthesizing methods, some adaptation of data or 
estimation is usually necessary. But this is not uncommon. Even 
feeding standards, which we generally accept and use, also require 
judgement in their interpretation. 

We can say, therefore, that the four-step procedure outlined 
above provides: (1) a basis for reasonably accurate cost comparison 
of methods; (2) a systematic means for developing improved work 
processes; (3) a definite planning and scheduling aid; and (4) a 
research method which is creative and forward looking. The results 
of this research should provide the farmer not only with facts on 
which to base his decisions, but also with some specific suggestions 
in the area of farm operations. 

Management engineers and economists in urban industries are 
applying the same basic principles and laws that obtain in farm 
management. In many instances, industry-developed standards 
and input-output ratios of the general type suggested here have been 
used effectively. Agricultural management people have contended 
that farming is too diverse and variable for accurate use of stand- 
ards or specific input-output ratios On analysis, however, differ- 
ences between urban industry and farming are frequently more 
apparent than real. Based upon industrial experience and farm 
work simplification research, it appears that analysis of farm work 
by functions and the development of standards or input-output 
ratios for farm work and farm equipment can provide needed 
fundamental facts. Intelligently applied, such a functional approach 
can make a real contribution to more effective farm labor utiliza- 
tion. 



CANADIAN AGRICULTUBAL MANPOWER PROBLEMS* 

George V. Hatthorne 
Department of Labor, Canada 

C ANADA is faced today, just as is the United States, -with a 
generally tight labor situation. With present and prospective 
national income and investment in both countries higher than dur- 
ing the war years, it is to be expected that employment would also 
be high. In view of these trends, as well as the established “full 
employment” policy of the federal government, the prospects are 
for continued high employment for some time. 

Faced with this situation the question arises, can agriculture be 
expected to secure the manpower it needs in competition with other 
expanding industries? An answer may suggest itself immediately; 
with the high demand for food products and the improved prices 
for most farm commodities, farmers can offer wages as attractive 
as other industries, and thus, especially today with increased farm 
mechanization, they should be able to meet their labor needs merely 
by encouraging fewer of the “surplus” farm workers to leave 
agriculture each year. 

The solution is not quite so simple as this answer might indicate. 
In the first place, even though farm prices are relatively high and 
farm wages have risen correspondingly,^ it does not follow that 
workers will be attracted to agricultural jobs or that all of those 
already in agriculture will wish to remain. There are strong indica- 
tions that as long as jobs are available in urban industries workers 
from agriculture will be attracted to them. Comparable wages in 
farming will of course be an offsetting consideration, but such items 
as year round jobs, unemployment insurance, workman’s compen- 
sation, superannuation, better housing and urban living are likely 
to be, individually or collectively, over-riding considerations 
“pulling” towards city or town employment. A number of well- 
known “push” forces operate in the same direction.^ These include 
farm mechanization, long hours of work, isolation and frequently 

* A paper given at the Annual Meeting of the American Farm Economic Assch 
ciation, Green Lake, Wisconsin, September 14, 1947. 

^ The index of farm prices of agriculutral products, based on 193M939 — 100, 
stood at 204 for 1947 for Canada, and at 259 for the United States. The monthly 
farm wage without board had risen by the sprmg of 1948 to $113 in each country. 

* ef “Factors Conditiomng Innovations in Agriculture” by John D. Black, 
Mechanical Engineering, Mar(£, 1945 pp. 181-182. 
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poor living conditions. Some improvement from the standpoint of 
agriculture, especially in commercial farming areas, has occurred in 
some of these latter items during recent years, but with better com- 
munication, including radio and rural film, farm workers are be- 
coming more informed of conditions of employment elsewhere. 
The mingling of rural and urban youth in the services and in war- 
time employment worked to this same end. 

In addition it should be noted that the birth rate hx commercial- 
ized farming areas is frequently as low as, if not lower than it is in 
urban centers, in fact in some specialty farming areas, even with the 
reduction in labor needs accompanying mechanization, it is doubt- 
ful whether farm families with present rates of reproduction could 
supply all the labor needed, that is assuming all remained m agri- 
culture ® 

Some workers, it is true, might move from subsistence farming 
areas but, even with special inducements introduced during the 
war years, not many persons from such areas went to other 
agricultural districts. Thus, when many of those for whom it would 
be advantageous economically to move, do not do so and when 
both pull and push forces are at work on those in commercial farm- 
ing areas, there is not much prospect of reducing substantially 
farm labor shortages through any slowing up of the rural-urban 
flow of workers; in fact as long as high level employment continues 
it appears that the trend will be in the other direction 

If then there is not much prospect of assistance in meeting farm 
manpower requirements from other industries under full employ- 
ment conditions, where else can aid be obtained for those farming 
areas where shortages of labor occur? There are at least three other 
possible approaches which need examination. These are organized 
shifts of farm workers, experienced agricultural workers from other 
countries; and improved use of labor. 

Organized Shifts of Farm Workers 

Considerable success was achieved in Canada during the war 
years in arranging controlled movements of farm manpower on a 
seasonal basis. These movements, developed by the Department of 

® Wha^s ahead, in Farm Lahor^ by George W. GjU, Farm Labor Program, IT S. 
D. A,, 1947, p 8; in six representative southern Ontario counties m 1946, namely 
Middlesex, Brant, Halton, Waterloo, Hastings and Carleton The birth rate m the 
rural areas ranged from 16 3 to 0 per 1000 population, while the rate in the urban 
areas ranged from 26 1 to 30 3 
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Labor under the joint Dominion-Provincial Farm Labor Program, 
are continuing during the post war period The principle which 
underlies these organized movements is that it is in the national 
as well as the individuars interest to encourage workers who can be 
spared for a short period in one area to move to another area where 
their services are needed. A number of safeguards are introduced for 
the protection of employers, both in the supplying and receiving 
areas, and of the employees. These include no transfers unless 
local supplies of labor are insufficient; quotas for the number of 
volunteers in each locality; approval only of applicants who are 
physically fit, experienced farm workers, guaranteed Tvages at 
current specified rates; submission of employer’s applications in 
advance, screening these applications to ensure that labor is sent 
first to those farms most in need of it, and continuous daily contact 
between recruiting and receiving areas to ensure that the forces of 
supply and demand, which in these cases operate as many as three 
thousand miles apart, are kept in as close adjustment as possible. 
These organized movements include several between provinces and 
between the United States and Canada, but perhaps the best ex- 
ample of this regulated farm labor market is the two-way move- 
ment of young workers between the Prairie and Central provinces.* ** 
The eastward movement for haying and early harvesting in On- 
tario takes place in the early summer after gram is seeded and sum- 
mer fallowing is well advanced on the Prairies, the westward move- 
ment for gram harvesting on the Prairies takes place between 
August 15 and September 15 as work in Ontario and Quebec begins 
to slacken and the harvest work in the West is getting into full 
swing. 

These orgamzed transfers of labor to meet urgent seasonal needs 
have proved valuable in making labor more mobile and in effecting 
a better over-all allocation of manpower on the farm. It is gen- 
erally agreed that the quality of the workers moved under these 
plans is higher than under earlier, more haphazard migratory 
movements. The planned organization of the labor market also 
results in less waste of time and effort for both employees and em- 
ployers, as well as creating less disturbance to the areas from which 
the workers are drawn than would be the case otherwise. Besides 

* In 1947 there were twelve major orgamzed movements, involving approximately 

20.000 workers six of these movements were across the mtemationEd boundarv 
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achieving the immediate objective of meeting farm labor require- 
ments with qualified workers, the individuals participating in 
these movements are able to increase their annual earnings and to 
obtain useful experience m agriculture in another region. Con- 
sidering the over-all gains obtained from these movements, travel 
assistance provided by federal and provincial governments amount- 
ing during 1947 to approximately $£0 per worker for each govern- 
ment does not appear excessive. 

These organized shif ts of farm workers appear at present to offer 
the best hope of meeting the seasonal needs of farm manpower 
where available urban as well as rural local labor is adequate. 
Over a longer period, however, the need for them may grow less. 
They are not as suitable, however, on the basis of present conditions 
to meet year round labor requirements. For these it is necessary 
to search elsewhere. 

Experienced Farm Workers from Other Countries 

The largest single source which has been found for year round 
experienced farm labor is Western Europe. This labor, which first 
became available in 1946, consists of three main categories. Polish 
veterans who fought for the allied armies under British Command, 
‘displaced persons’’ located in the occupied zones of Germany and 
Austria; and interested workers, either as individuals or groups, 
from other western European countries, notably the British Isles 
and Holland. 

The Polish veterans, who number slightly over 4,500, came to 
Canada under an over-all plan developed between the British and 
Canadian Governments. Selected from interested unmarried appli- 
cants, with experience in Polish agriculture, they each agreed to 
accept employment at current wages in agriculture as directed by 
the Canadian Minister of Labor, and to remain in agriculture, not 
necessarily with the same employer, for at least two years. The 
farm employers on the other hand submit written applications so 
that their needs can be appraised and their living and working 
conditions checked in advance. They must also guarantee year 
round employment at going wages in the community. 

The plan, on the whole, is working well. A number of factors are 
responsible for this. Among these are: the eagerness of the men to 
become established in a new country, the care taken in matching 
their skills with the needs of their employers; and a systematic 
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placement follow-up by local National Employment Service and 
Provincial Agricultural Extension oflBcers under the Farm Labor 
Program This follow-up has enabled grievances to be removed 
before they become serious and prompt action to be taken m shift- 
ing veterans to other farms where this is in the best interests of 
all concerned. 

Organized plans are also m operation for the farm workers now 
coming to Canada from the displaced persons camps, Holland and 
the British Isles. During the first half of this year over 6,000 single 
and married men, and single girls have been placed in agriculture 
in all of the nine provinces, from these western European sources. 

It is too early to know what the long run effects of these immi- 
grant groups of workers will be on the farm labor problem. It is 
well known that a large proportion of earlier groups of immigrants 
left agriculture at the first opportumty for urban employment in 
Canada or the United States. Steps are being taken under the 
Farm Labor Program to encourage those now arriving to remain 
on the farm but whether a larger number will wish to remain is 
uncertain. There appears, however, to be almost no limit to the 
number of Europeans who would like to come either to Canada or 
to the United States. The only serious question at present that 
has to be considered carefully is that the number of workers selected 
does not exceed the absorptive capacity of Canadian agriculture. 

Improved Use of Labor 

In addition to the organized transfers of workers to meet seasonal 
needs and the European workers largely to meet year round needs, 
a third approach to the problem of securing adequate manpower 
for agriculture and probably the one likely to be of most importance 
over the long run is a fuller utilization of labor already on the farm 
including more mechanization, wherever mechanization will itself 
increase efliciency. 

Although notable improvements have occurred, labor eflSciency 
in agriculture is still generally low. The loss of farm manpower 
during the war and the replacement of it by mechanization where- 
ever possible have forced farmers to give greater attention to the 
use of labor. As a result more farmers today are recognizing that 
it pays to work out eflScient methods of doing jobs around the farm 
just as much as it does to improve crop management or the care of 
of livestock. 
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One of the many ways in which labor efficiency can be increased 
is through greater stability of work on the farm. The provision 
where possible of more year round employment will contribute to 
this objective. Closely related is the need for suitable housing for 
employed workers. Inadequate housing and long hours of work 
are undoubtedly two of the most important factors militating 
against better labor utilization and giveng rise to the exodus of 
manpower from agriculture. 

Some steps have been taken under the Farm Labor Program in 
this field. These include the preparation of a two reel colored film 
entitled “Workers on the Land”® and of a bulletin entitled “Better 
Farm Living for Workers on the Land These and others similar 
educational efforts are made easier by the fact that the Farm Labor 
Program is a joint one between the federal Department of Labor 
and the Provincial Departments of Agriculture The agricultural 
extension machinery of the latter departments is a logical avenue 
through which farmers can be approached on this important 
matter. The federal Department of Labor on the other hand, with 
its national perspective and its over-all concern with employment, 
is able to stress the bearing of efficiency on the allocation of all 
manpower and can draw on experiences of other industries m 
pointing to ways in which productivity of labor may be increased. 

In conclusion it is clear that under present high level employ- 
ment conditions the farm labor situation needs careful watching, 
just as it did during the wartime emergency, if manpower and 
other resources are to be used in the best interests of the country 
When an increasing number of farmers have a large amount at 
stake in their crops and livestock; when there continue to be eco- 
nomic and sociological obstacles which make it hard for them to 
compete with other employers m the labor market, and when 
Canada has definite commitments to supply food to other countries, 
the problem of securing an adequate labor force can be left no 
longer to the old hit and miss methods Workers, too, need some 
protection in the farm labor market, especially when they find 
themselves up against inferior living and working conditions about 

^ Produced m 1947 by tbe National Film Board, Ottawa, in cooperation with 
the Federal Department of Labor and the Federal and Provincial Departments of 
Agriculture 

® Published by the Federal Department of Labor, Ottawa, 1948, 
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which, as individuals in the absence of union organization, they 
can do little. 

The steps enumerated above, namely organized movements of 
experienced farm workers, importation of Europeans and the en- 
couragement of better labor utilization, are helping to meet most 
of the current farm labor requirements in Canada. It is true, too, 
that they may point the way to beneficial longer run policies but 
it IS recognized that they have not met all farm labor problems. 
Much more research is needed on farm labor and, besides, impor- 
tant changes in the position and organization of Canadian agricul- 
ture will have to come before satisfactory solutions to many ag- 
ricultual manpower problems can be reached. 
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POLITICAL AND OTHER PROCESSES IN FOR- 
MULATING AND IMPLEMENTING LAND USE 
POLICIES IN THE RIVER BASINS* 

Chables M. Habdin 
University of Chicago 

P OLITICS is conceived here as a struggle for power to control 
the personnel and direct the policies of government. The 
Missouri Valley will first be analyzed as an area of partisan stiat- 
egy ; later, the need for a political forum in the Valley will be sug- 
gested. The underlying assumption of a higher degree of ration- 
ality m politics than many will allow is reflected (a) in the premise 
that a successful developmental program in the Valley will redound 
to the advantage of the party receiving credit for it, and (b) in the 
assumption of a higher degree of responsible party leadership, that 
is, of control by the party over its individual members, than pres- 
ently exists. 

1. Partisan Strategy 

1. The Missouri Valley and the balance of •power between the parties 

The area in which the Missouri lies, as the Populist revolt and 
the campaigns of 191^ and 1924 indicate, is politically independ- 
ent — or so history says Hence one asks How significant is the 
area in the balance of power between the parties? 

The chief pride of partisan politics is the Presidency. Omitting 
Iowa because of its traditional Republicanism in Presidential 
elections, only 50 electoral college votes remain in the Missouri 
Valley, Of these, Colorado, Kansas, Missouri, and Nebraska have 
35, Examination of the popular vote in each of the 1928-44 presi- 
dential elections in these four states discloses very few narrow 
margins of victory; and in these few examples, the effect of a shift 
would have been negligible. Thus the Valley appears of little 
moment in campaign strategy concerning the Presidency, 

What about the national House of Representatives (H. of R)? 
In the 29 H. of R, seats which lie “within the Valley,’’ there were 87 

* A paper given at the Annual Meeting of the American Farm Economic Associa- 
tion, Green Lake, Wisconsm, September 14, 1948. 
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contests in the elections, 1942-46. Arbitrarily considering as “close” 
elections in which a five percent shift would have changed the re- 
sult and “fairly close” those requiring less than eight percent shifts, 
we find 25 close and 14 fairly close elections out of 87, or 44 per- 
cent. Eliminating the mne close seats in Missouri, however, only 
19 close and fairly close elections appear out of 57 — or 33 percent. 
At most, 14 House seats appear subject to influence by either party 
successfully claiming credit for Missouri Valley development. Yet 
review of the last 14 Congresses discloses only three in which the 
margin of partisan control has been so narrow as to have made 
significant a “block” of close seats such as lie in the Missouri 
Valley. 

The Senate 16 Senatorial seats are involved m Colorado, 
Wyoming, Montana, the Dakotas, Nebraska, Kansas, and Mis- 
souri, Using the same criterion as were applied to the H. of R., 16 
close and 8 fairly close elections appear out of the 48 Senatorial 
contests between 1928 and 1946.^ Since 1920 there have been 14 
Congresses m eight of which a shift of ten Senatorial seats, or less, 
would have changed party control. The strategic importance of 
the Senate to both parties in the 1948 election has been reiterated. 
Long periods of precarious party control in the past (chiefly 
1874-1896) add to the strategic significance of the Missouri Valley 
Either party would profit considerably if it could markedly im- 
prove its chances of Senatorial victory in this great area. 

Moreover, improvement of party discipline may be involved. 
The area in question has notably swelled the ranks of insurgents, 
as analyses of the Farm Bloc members of the early 1920’s or their 
Progressive predecessors a decade earlier will show. Political in- 
surgency, as well as political independence seems closely related 
to economic instability in the Missouri Valley; hence both may be 
mitigated by any program which markedly helps stabilize the 
regional economy. But this remark calls up two other issues* (a) 
the adjustment of urban and rural claims, and (b) the reconciliation 
of north-west south-east conflicts in the Valley 

2, Partisan strategy ^ urban and rural adjustments^ and intersectional 
conflict 

In the Dakotas, Nebraska, Kansas, Missouri, Montana, 

^ Vote Cast in Presidential and Congressitmal Electrons, 1928-^, Dept of Com- 
merce, Bureau of the Census, 1946, Congressional Directory, 80ti Congress, 2nd 
Session 
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Wyoming, and Colorado which, while not co-extential with the 
Valley, should offer a reasonable guage of trends there, total popu- 
lation declined seven percent in 1940-45, according to the census. 
Practically all of this occurred within the farm population, which 
declined 22 per cent absolutely and from 33 to 28 percent as a 
proportion of total population If uneven, the downward trend in 
farm populations has been marked in each of these states since 
1920. 

These figures suggest the wisdom for partisan strategists of 
favoring industrial and urban aspects of Missouri Valley develop- 
ment This conclusion is generally borne out by W. E. Binkley’s 
counsel to marshall electoral strength by calculated appeals to 
emergent groups and interests Urging the Republicans to imitate 
the Democrats, he writes ‘‘No longer will it be quite so much a 
matter of carrying the East, the West, or the prairies, but rather 
that of lui’ing youth and the labor and the urban vote.” But be- 
yond the manipulations for immediate partisan gams he higher 
political considerations. In the Politics of Democracy^ Pendleton 
Herring has urged the need to balance “ideas, interests, and in- 
stitutions ” If emergent interests are urban, industrial, and com- 
mercial, while political institutions favor rural interests, adjust- 
ments are indicated not merely in the content of public programs 
but also in the forms of political mstitutions- 

Hernng’s counsel is based upon analyses as old as Aristotle, who 
found a cause of revolutions in the disproportionate increase of 
social groups or classes without corresponding adjustments in 
governmental forms Yesterday’s newspaper emphasizes the same 
point, respecting the progressive urbanization of Kansas “On 
nearly every burning issue, the towns and cities have been lined up 
against the country ” Urban interests are said to favor reform of 
the Constitution of 1859, but the rurally-controlled legislature 
(one representative from each of Kansas’s 105 counties, however 
small) has defeated every move to call a constitutional convention ^ 

Some qualifications are necessary, however. Binkley appears 

® Some of the conflicts reported are relevant as illustrations of the issues which 
have to be reconciled politically m any valley resource developmental program. 
'Titles and towns pay the hon s share of state taxes, but get the least in doUars-and- 
cents benefits. Urban areas are pressing for flood control projects, but farmers don’t 
want their lands flooded by dams Cities and towns w^ant highw^ays leading to their 
merchants But counties fight the abandonment of every mile of obsolete roads ” 
Peter Wyden, New* York Times, 29 Aug 1948, p 6E. 
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generally correct in adjuring Republicans *‘to shift from the old 
emphasis upon the strategy of sections to the strategy of interest 
group diplomacy ” Yet the Missouri Basin program is strongly, 
if by no means exclusively, sectional, moreover, there is an impor- 
tant sectional cleavage within the Basin downstream interest in 
flood control and navigation as against upstream interest in ir- 
rigation 

A possible guide to party strategy under these circumstances 
is found in the significance of the area for control of the Senate. 
Otherwise, the issue might safely be arbitrated in favor of down- 
stream interests. Most of the doubtful H. of R. districts are in 
Missouri, doubtful districts in Colorado and Nebraska are urban 
(Denver and Omaha), while, generally, the remaining rural H of 
R. districts seem so safely Republican at present as to be possible 
for both parties to disregard — ^so far as the strategy of control is 
concerned Again, the bulk of the population lying in the south- 
eastern part of the Valley, wmuld tip the scales in favor of this 
“section within a section ” But six of the 18 Senators involved are 
in territory where irrigation constitutes a primary purpose, while 
eight more Senators have the diflScult problem of adjusting con- 
flicting interests within their own states. Consequently, the pur- 
pose of irrigation development is strong enough to demand and 
receive recogmtion. 

3, Summary 

For partisan strategy, the Missouri Valley is most significant 
with respect to control of the Senate although also of some impor- 
tance regarding the H. of R. Equally, policies of either party for 
the Valley must consider trends toward urbanization and indus- 
trialization, trends which may be further stimulated by a compre- 
hensive program of Valley development An added complication 
is the inter-sectional issue over the use and management of the 
water. Urban versus rural interests, upstream versus down- 
stream — these would seem enough without being worse confounded 
by considerations of partisan strategy for control of the Senate. 
Prom the analysis, it is obviously diflScult for the parties to design 
programs which are successful strategically while also sufficiently 
appealing to win the support of the bulk of the interests involved. 
Yet the analysis ought also to underline the significance for society 



396 


Chables M. Hardin 


of the political process from which some kind of answer is produced 
to pressing problems like the above. 

IL The Significance of Political and Administrative 
Organization in the Missouri Valley 

Descriptions of the evolution of the present Missouri Basin pro- 
gram dwell heavily upon the roles of private groups and interested 
governmental agencies as well as upon the action of Congress and 
the President. Consequent enactments, chiefly the Flood Control 
Act of 1944 and the Rivers and Harbors Act of 1945, are full of 
compromises. But behind the compromises are conflicts of organ- 
ized interests. 

Thus in the 1944 Act, Congress gave irrigation priority over 
navigation, yet, as Hart points out, the separate authorization in 
the 1945 Act of the 9-foot channel from Sioux City to the mouth 
of the Missouri leaves the situation confused. The compromise on 
administrative responsibilities further reflects the clash of groups 
and agencies. The Bureau of Reclamation (B. of R ) is given 
planning authority, and developmental authority as rapidly as 
Congress authorizes specific plans and provides appropriations, for 
the Valley west of the 97th meridian. The Army Engineers (AE) is 
given similar authority to the east. Generation of electric power 
is placed last on the list. Power is to be distributed by Interior, 
subject to Congressional conditions, including rate schedules as 
set by the Federal Power Commission, Federal investigations on 
watersheds and measures for run-off and water-flow retardation 
and soil erosion prevention are responsibilities of the DSDA. 
Recreation development is divided between the Interior and the 
AE m their respective bailiwicks. 

Congress has further required mutual submission of plans be- 
tween the B. or R and the AE as well as to the governors of the 
states concerned. The upshot has been administrative organization 
of the area by departments, plus establishment of inter-agency 
committees in Washington and in the Valley The latter committee 
includes the state governors. 

Numerous criticisms have been made of these arrangements.® 

® A penetrating criticism is Henry Hart, “Valley Development and Administra- 
tion in the Missoun Basin,” Public Administration TUmew^ Wmter, 1948, see also 
Charles McKinley, “Federal Field Integration and the Valley Authority,” and 
William Pmcus, “Shall We Have More TVA’a?”, same source, Aut., 1946, and 
Spring, 1945 C. Herman Pritchett has ventilated problems of national coordination 
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Yet, as most critics recognize, it is neither mere arbitrariness nor 
lack of imagination which produce the present unwieldy adminis- 
trative organization, but rather the continued existence of un- 
resolved conflicts Among government agencies beset by diflSculties, 
the worst off are commonly those charged with arbitrating differ- 
ences among powerful “private” groups, associations, and inter- 
ests The sigmficant thing about the Missouri Valley is that con- 
flicts over the different uses of water are strong enough to keep 
controversy alive through all stages proposals, debate, legislative 
sanction, planning, the securing of appropriations, and develop- 
ment. 

From this it appears that no stroke of genius in perfecting ad- 
ministrative organization will liquidate the conflicts in the Missouri 
Valley. At the same time, the present program and its operation 
appear to deny certain important purposes the consideration that 
they deserve. Some of these under-emphasized purposes are power 
development, the integration of agricultural research and educa- 
tion with irrigation development, and the promotion of recrea- 
tional facilities. Other purposes vrhich may be neglected are epit- 
omized by TVA’s resource and development studies, e g., studies 
respecting freight rates, the use of electric power for farms and in- 
dustries, community planmng, and health and sanitation as re- 
lated to water use. 

Reviewing the emphasis upon some purposes, at the apparent 
expense of others, one is tempted at once to espouse an MVA in- 
stead of the present organization. A Missouri Valley Authority 
could clearly be vested with comprehensive powers over the de- 
velopment, management, and control of the Missouri River and 
its tributaries.^ It would be legally possible to create an MVA with 
full powers of a “water-master,” including power development; 
in addition authority could be granted to perform research and 
demonstration with respect to related matters like sanitation and 


in ‘‘The Transplantability of the TVA,” Iowa Law Review” A Symposium on 
Regional Planning,” Vol 32, No , % Jan , 1947. This review cames a number of 
other articles of interest Report #2, Public Affairs Institute, Washington, D. C 
(1948), analyses 15 “unfinished tasks” in the Valley and relates shortcomings re- 
garding most of them to imperfections m the conception, organization, and ad- 
inmistration of the present program See also Rufus Terral, The Missouri Valiey, a 
lively account, with bibliography 

^U,S V. Appdackian Electric Power Co,, 311 TJ. S 377 (1940) and Oklahoma v. 
AUanson Co , 313 U S 508 (1941), 
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health; fertilizer production, distribution, and use; erosion control; 
and the development of natural resources generally Congressional 
permission, and perhaps Congressional preference, for carrying out 
these latter functions through contracts with state and local 
agencies might be included in the legislation. 

Yet the conflicts which plague the present organization would 
remain for an MVA. These conflicts are so severe as to require 
political resolution, yet the valley is not a political forum: it has no 
co-extential government and legislature The Congress, of course, 
is the political forum for the area, but it is remote, is pressed by 
multiple concerns, and is characterized by competing committees. 
Joseph Kinsey Howard tells how the controversy over commit- 
ment of Senator Murray’s MVA bill in 1945 was finally compro- 
mised by sending it to three committees in turn for sixty days each — 
Agriculture and Forestry, Commerce, and Irrigation!® 

Therefore, the following proposal is offered If an MVA is con- 
templated, a special joint committee of Congress might be created 
to preside over its establishment and to supervise its operations, 
subject, of course, to general Congressional approval and to the 
influence of the President (as well as presidential control through 
the veto, where legislation is involved.) This committee would be 
composed of those members of the H. of R whose districts fall either 
all or in part wuthin the Missouri Basin as well as Senators from 
the states concerned.® 

A committee of this kind would be difficult to establish. It 
would run counter to the principle of seniority, and it would violate 
internal control by the Congress over committee assignments Op- 
position might be expected from Congressmen who enjoy positions 
of power in important committees, the jurisdictions of which might 
be threatened by the creation of the proposed committee If the 
majority on the proposed committee were of a different political 
completion from the majority in either House of the Congress, a 
serious problem might be raised. ^ Finally, if such committee were 

® “Golden River,’* ’Barkers, May, 1945. 

* This would maJce 29 Congressmen and 17 Senators, including in the latter the 
semoT Senator from Iowa, but none from Minnesota. 

’ Sometimes this problem might be resolved by providing for control within the 
committee by members of that party which held a majority m the general Congress, 
but if the ]omt committee were overwhelmingly dominate by the minority party, 
this stratagem would defeat the imtial purpose of establishing the committee, 
namely, to provide a political forum for the area In 1944, for example, the commit- 
tee would have been heavily Republican m a Democratic administration — 12 to 
5 Senators, and 23 to 6 Congressmen. 
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established and flourished, its existence might aggravate the dif- 
ficulties of national supervision and control of public programs in 
the region. 

Still, there are compelling arguments for creating such a com- 
mittee. It seems that the Congressional representatives, elected 
from the area and having to live with its problems, could well be 
charged collegially with the responsibility for making recommenda- 
tions to the entire Congress upon such issues as the following. 
First, the management and use of water with respect to conflicting 
demands of those interested in flood control, irrigation, navigation, 
and power, and the allocation of developmental costs among these. 
Second, priorities among specific developments Third, decisions 
as to power development and distribution, e.g , respecting erection 
of steam plants to firm up the power supply Fourth, recommenda- 
tions for action on proposals by MVA as a result of its resource 
development studies. 

Creation of a joint Congressional Committee for the Basin 
might help constitute a regional political forum. The existing 
“anonymity”, so far as the general public in the area is concerned, 
of present Congressional committees should be removed. Political 
issues affecting the entire area might be raised more sharply in 
campaigns as the electorate came to understand that it was choos- 
ing a regional committee This might lead to more active partici- 
pation in elections and the assumption of more responsibility on 
part of the voter. The importance of the general electorate should 
be enhanced over interest groups. An institutional device which 
encouraged greater party responsibility might have been provided. 
An appropriate political forum would have been created for raising 
issues related to rural -urban conflicts and to inter-sectional 
grievances. 

The proposal has other bearings upon the organization and con- 
trol of power. With a more responsible administration for the 
Valley provided — ^with a clear-cut group of legislators behind whom 
existed an ascertainable and interested electorate, a vexing prob- 
lem m the legislative oversight of administration might be miti- 
gated The new institution should improve the ability of the valley- 
dwellers to control their own destinies. This might modify the 
widely-noted drift toward centralization in government. Nor does 
the proposal necessarily entail a sacrifice of the states, it should be 
recalled that the joint Congressional committee would be elected 
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from states, under state election laws, and as candidates of parties 
organized along state lines; moreover, Congressmen quite typically 
serve apprenticeships in their state legislatures and are bound to 
the institutions and destinies of their states in many ways. 

HI, Does Partisan Strategy Have a Bearing Upon the 
Need for a Political Foium in the Valley? 

The Republicans, solidly in control of the area at present, would 
expect to dominate the committee; a situation which might con- 
stitute an argument for Republican advocacy. The Democrats, 
stronger, here as elsewhere, m the urban areas, but weak on the 
committee at present, might still favor its establishment. For the 
committee would afford the Democrats an opportunity to raise 
political issues in terms of the entire region and in light of the de- 
velopment of a different pattern of interests But the Republicans 
might also ivelcome the opportunity of evolving counter-proposals 
in the light of growing urbanization In short, creation of a polit- 
ical forum for the area would give both parties the opportunity of 
bidding against each other for electoral support on the basis of a 
valley-wdde program. At the same time, the task of designing pro- 
grams with wide appeal would call for considerable statesmanship, 
with which both parties naturally feel they are well-supplied. 



PHYSICAL, ECONOMIC, AND SOCIAL FACTORS 
IN FORMULATION OF LAND USE 
POLICIES IN RIVER BASINS* 


Haurt A. Steele 
Bureau of AgricuLlural Economics 

T here are certain broad relations of climate to the use and 
control of water resources that have influenced the develop- 
ment of water policy. In humid parts of the country where pre- 
cipitation exceeds the needs of agricultural production, control and 
removal of excess water has always been a problem. In such areas 
Federal and State programs have emphasized navigation, flood 
control, and drainage. Water rights have developed under the 
riparian doctrine which bases the right to water use on the owner- 
ship of land contiguous to a stream 

In the and West insufficient precipitation is available for agri- 
cultural production. The mountains yield excess w'ater but the 
supplies from mountain streams are inadequate for all the lands 
that might be irrigated Special Federal and State programs have 
been developed to stimulate the productive use of water for irri- 
gation in the West Water rights in this area were developed under 
the doctrine of prior appropriation. This doctrine emphasizes bene- 
ficial use and affords protection to enterprises for diverting waters 
and applying them to lands whether or not they are contiguous 
to water courses. 

The Missouri River Basin represents a transition between these 
two major climatic zones with their varying backgrounds of water 
and land use policy The Basin, therefore, makes a good case study 
of policy formulation. The lower Missouri Basin States are defi- 
nitely m the humid section, and the upper or 'westernMissouri Basin 
States are partly in the semi-arid West The central or Great Plains 
portion forms a transition zone wnth a highly variable climate and 
an unstable agriculture An outstanding feature of the develop- 
ment of a water program for the Basin has been the conflict and 
the necessary compromises between the divergent humid and arid 
water policies. Proposals for flood control and navigation repre- 
sented an evolution of the policies from the more humid part of 

* A paper given at the Annual Meeting of the American Farm Economic Asso- 
ciation, Green Lake, Wisconsin, September 14, 1948 
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the country. Proposals for irrigation developed from experience in 
the and West. The conflict between navigation and irrigation was 
settled m 1944 when Congress gave priority to irrigation for water 
originating in states wholly or partly west of the 98th meridian. 

The central problem in nver-basin development is to maximize 
the beneficial use of the water resource and to minimize its de- 
structive powers at costs commensurate with benefits. The prob- 
lem has two phases’ management of the watershed; and use and 
control of water in the stream channels. In the Missouri Basin, 
on-channel water development projects have been first to receive 
authorization from Congress. The authorization includes over 100 
reservoirs, irrigation and power facilities, a levee and navigation 
system on the main stem from Sioux City to the mouth, and local 
flood protection works. This plan will provide for the irrigation of 
4,700,000 acres of new land, generation of 10 billion kilowatt hours 
of power annually, and flood protection for million acres of agri- 
cultural land, protection for numerous cities and towns, and other 
improvements. Policy toward Federal investment in watershed 
management is not so clearly defined as in the policy for invest- 
ment in structures for river control and water use, although a start 
has been made in legislation for conservation and flood control. 
Maximizing the beneficial use of water where it falls on the 
watershed for growth of protective vegetation, and for agricultural 
and forest production and the removal of excess waters without 
damage to watershed lands are problems in the conservation and 
management of land. In the Missouri Basin, 80 percent of the land 
is privately owned and a major portion of the public land is used 
for agricultural production. Conservation and management of 
land will be carried out by these thousands of land owners and 
users to the extent that benefits accrue to their operations or that 
they are stimulated to action by Federal and State programs. 
Public benefits from watershed management and protection of on- 
channel structures are important factors in determining the public 
investment in conservation of private lands 
The Mountainous areas in the western portion of the Missouri 
Basin yield an excess of water over the protective and productive 
needs. Because of its origin in the headwaters of the Basin, this 
water makes up the major portion of the supply available for ir- 
rigation Most of the high yielding watershed lands are in public 
ownership. The water yield of these lands is the most valuable pro- 
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duction and a major objective of watershed management is, there- 
fore, to improve the quality and increase the yield of water. 

In the more and parts of the Basin and under certain local slope 
and soil conditions, available water is hardly suflficient for a growth 
of protective vegetation. These areas are often major sources of 
sediment and they may support little if any productive use Ex- 
penditures for conservation in these areas must be justified largely 
by downstream benefits. 

In the Plains portion of the Basin, additional water is needed for 
full agricultural production. Moisture conservation practices are 
of major importance In the past, development of irrigation has 
been confined to the western or drier portion of the Plains, except 
in the Platte Valley where favorable circumstances have encour- 
aged development in the eastern Plains. Present plans would 
develop a large amount of irrigation in the eastern Plains In this 
area, rainfall is sufficient for full production in some years In other 
years, however, precipitation is so low or poorly distributed that 
crop yields are severely reduced This variable rainfall may be 
contrasted to the more and condition where production almost 
entirely depends upon irrigation. Many economic problems are 
being encountered in designing irrigation systems to meet these 
fluctuating needs. Cost of irrigation development in the Plains is 
proving to be high. It has been partly justified on the basis that it 
will add stability to the agriculture of the entire area. Studies in- 
dicate that existing irrigation projects have added little to the sta- 
bility of adjacent dryland areas except in cases where dry and ir- 
rigated lands are in the same operating unit. Further investigation 
IS needed to discover ways of orgamzing irrigation so that it will 
contribute the maximum to stabilizing surrounding areas. 

In the eastern, more humid portion of the Missouri Basin, pre- 
cipitation is usually sufficient for crop production Generally, there 
IS an excess of water and runoff is high being exceeded only by the 
mountainous areas Under the humid conditions in this area the 
water yield has no value for irrigation The problem is to make 
maximum use of water for production w'here it falls and to dispose 
of the excess without erosion or flood damage to the land. Conser- 
vation and development of the resources of this humid area are 
important parts of the Missouri Basin program. The area contains 
about 50 percent of the farm people in the Basin and in 1944 it 
produced about 45 percent of the farm income. The area is subject 
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to high flood, erosion, and sediment damages, and is the major 
contributor to floods in the lower portion of the Missouri River. 

For the entire river basin, then, the problem of maximizing 
benefits involves, first, the use and control of water for watershed 
protection purposes, for production on the land where it falls, and 
the delivery to stream channels of excess water in most usable 
form without damage to land; second, the diversion of water from 
stream channels for domestic, industrial, and irrigation use; third, 
the regulation and use of streams for power, navigation, recreation 
and other purposes; and fourth, protection of bottom lands and 
improvements from floods. 

From a simple reporting on single-purpose projects. Federal 
cost-benefit feasibility analysis has developed over the years to a 
rather complex analysis of these multiple purposes. For several 
reasons, the present procedure falls short of what might be desired 
to guide Federal investment policy in river basin development. 
Time and funds do not always permit full exploration of alternative 
possibilities of development. Major purposes of projects are usually 
influenced by institutional factors Development agencies are 
charged with specific primary objectives, and other objectives may 
be given only incidental consideration and treated as byproducts 
of the primary purpose. There is a tendency to average project 
costs and benefits for the whole river basin which results in the 
most feasible projects carrying the least feasible and provides no 
basis for priority of Federal investments. Finally, when several 
agencies are making project cost-benefits investigations, uniformity 
in methods used is desirable so that the various analyses might be 
combined into an appraisal of cost-benefits for all developments in 
the Basin. 



THE ROLE OF THE AGRICULTURAL ECONOMISTS IN 
THE FORMULATION OF LAND USE 
POLICIES IN RIVER BASINS* 


Robert W. Harrison 
Bureau of Agricultural Economics 

I THINK it was Benjamin Harrison who, in a moment of ex- 
asperation at a flood control hearing said “Man and water 
have one great trait in common, they both tend to run down hill.” 
At that time Harrison was serving as the civilian member of the 
newly created Mississippi River Commission and was busy pre- 
paring a “minority report,” a task which always has an air of 
futility about it and which doubtless prompted this singularly 
cymcal remark. Whatever the truth in the remark, it serves as a 
useful reminder that the concept of the river basin, as used in our 
discussion today, is political as well as geographic and that it may 
be the mission of the agricultural economist, working with other 
men of science and politics, to prevent if possible the too rapid 
descent of man as well as water. 

As it has gradually come to be general knowledge that the com- 
plicated relations between man and nature (resources) cannot be 
safely left to chance, so has it become the business and the duty of 
the agricultural econoimst to be available with facts and considered 
opinions on the complex physio-economic problems communities 
and governments face in trying to bring about harmonious rela- 
tions between use and conservation of resources and at the same 
time maintain the cherished freedoms of individual initiative and 
decision. In other words, what individuals and governments dealing 
with fundamental questions of adjustments in land use want to 
know is how best to go about toward getting the land use changes 
so evidently needed (some of which are quite drastic) without 
disturbing m a fundamental way the system of rights, freedoms, 
and forms which characterize their particular society and form of 
government This is not going to be easy. Indeed, the linking of 
the agricultural economist to problems of man-land relations 
arising in the river basins of the world in indicative of pending 
crisis therein. The practical man has stumbled , he must be assisted. 
He cannot be left to roll down hill. 

* A paper given at the Annual Meeting of the American Farm Economic Asso- 
ciation, Green Lake, Wisconsin, September 14, 1948. 
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What are we agricultural econoinists to advise m this difficult 
case of how to bring about desired, and urgently required, land use 
adjustments in the major river basins? What will we put in the 
economic brief, now that we have become, like lawyers, writers of 
briefs? 

The economist has in this case, I believe, a dual responsibility. 
First, in helping in the development and formulation of the land 
use program, and second in helping to put the program in opera- 
tion. In practice, of course, the work rarely ever falls into these 
two distinct phases, as formation and establishment of land policy 
move more or less simultaneously There is a two-way reaction 
between what is planned and what is accomplished. Nevertheless, 
it is helpful to think separately on these two phases of the econ- 
omist’s role in land use affairs. Let us remark now upon the first 
phase of the economist’s task. 

First, we will have to go very slow in recommending that land 
use matters be handled by legislative decrees, for we know that 
like the title to land, questions of land use are difficult to establish 
by legislating. Besides, we are interested in the formation of land 
use policies in the river basins, not for the basins. With this in 
mind, it appears that success in getting individual participation 
rests upon a favorable relation in the area concerned to the three 
following aspects of the proposed land use program- (1) The know- 
ledge required to practice the program, (2) ability to practice the 
program, and (3) willingness to practice the program. Clearly the 
economist is going to have some knowledge and some pretty 
definite data on each of these aspects for the basin concerned before 
any definite recommendations on land use can be made 

I would like to make some observations relative to the various 
types of land use programs with which economists are asked to 
deal. In appraising proposed land use policies and programs, the 
practical economist will endeavor to determine at the outset to 
what degree the program is designed to bring about a more profit- 
able agriculture on individual farms of the area involved, and 
therefore charged with strong short-run appeal, and to what degree 
it is designed to serve the more distant and less personal ends of 
conserv’-ation or of various types of public resource development, 
wildlife, water-power, recreation, etc. In appraising the long-run 
programs in terms of the response they will receive locally and in 
terms of the prospects for their ultimate accomplishment, it may 
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be well to recall the remark attributed to Lord Keynes. ‘‘That in 
the long run we are all dead.” This may sound harsh, selfish, and 
short-sighted, but I wish particularly to point out here that it is 
the duty of the agricultural economist m his appraisal of land use 
programs and policies to protect the individual and the commumty 
from those programs that appear to be unduly weighted toward 
the long run or produce benefits so remote from the individual 
that there can be no clear motive for active individual economic 
participation There is no intention here to minimize the impor- 
tance of certain long-run benefits, but only to say that unless the 
land use program has some short-run benefits, the long-run aspects 
are not likely to be realized. 

It might be well to mention here that land use programs and land 
use policies and ideas m the outline stage are almost a dime a 
dozen. Every chamber of commerce, every state board of develop- 
ment, every religious order, to say nothing of the many govern- 
mental agenices, has one or more outlines of land use plans. These 
programs range all the way from weird schemes for state and 
local soil-mineralization services to proposals for wilderness areas 
Frequently enough some of the least promising ideas are backed 
by organizations with considerable money and skilled publicity 
departments. In the alluvial valley of the lower Mississippi River 
alone, there are more than 60 organized groups with one or more 
programs or ideas relating to the utilization of land resources. It 
would not surprise me that one of the big jobs of the agricultural 
economist of the near future will be that of protecting agricultural 
areas from adoption of faulty schemes of promoted land use ad- 
justment. Whether irrigation work can be justified on the basis 
that they wiiXMahilize the agriculture of an area is a question which 
economists may be asked to work on. 

At any rate, the first step in appraising land use policies and pro- 
grams is to find out where the alleged benefits are to fall. Once 
this is known, and it is not an easy thing to know in many cases, 
there is some basis for beginning an assessement of the costs. It is 
thus in the role of bookkeeper between public and private benefits 
and public and private payments toward cost that the agricultural 
economist wall render part of his service. In cases where benefits 
are largely public in character, decisions on the program lie largely 
in the field of political economy, which we shall not enter in this 
brief discussion Where individual benefits, as well as public, are 
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definitely present, and it is hoped that most of our agricultural 
programs will be of this nature, the task of the economist relates 
to the three above-mentioned points (knowledge, ability, willing- 
ness) which are determining factors in the success with which in- 
dividuals can participate. 

The popular, and sometimes the professional, discussions of land 
problems as they may be attacked under the direction of various 
types of regional authorities, have often been charged wnth a certain 
magic that one is asked to accept as a natural product of basm- 
wide or regional cooperation. I won’t dwell on this point except to 
say that I, for one, have not been able to discover all the energies 
and benefits that are supposed to follow from the creation of 
regional bodies or from other types of basin-wide planning. The 
available economic literature, and it is pitifully little, relating to 
the TVA fails to give any satisfactory picture of the economies of 
this vast undertaking and whether the benefits, and there have 
been many, from the operation of this Authority are unique, and 
if so, in w'hat way and at w’hat cost.^ I am thinking here of the ag- 
ricultural program. 

Though the economist will have an important role in helping 
form the general outlines of land use policy and in the establish- 
ment of over-all administrative machinery for the bringing about 
of desired resource uses, some of the most valuable work of the 
agricultural economic staff wdll be in the development of strategies 
applicable to the numerous local areas where the proposed program 
goes into operation. At this stage of the plan there must be more 
than general knowledge. There must be specific knowdedge of the 
economic and social characters of the types of land use actually 
practiced and those proposed. There must be clear knowledge of 
the cost (social and economic) of transition operations. 

When the State is to bear part of the cost of transition, as in 
land clearing and land drainage programs, it is essential to the de- 
velopment of a sound program of aid to have exact knowledge of 
the steps in the transition process and the cost of each. We know 
that government pajnnents for land drainage and land clearing 
could have been made much more effective, as a means of aiding 
farmers in desirable land use adjustments, if agriculturel econom- 

^ The fact that economic studies of the TVA have not been developed sufficiently 
to show the benefits to be derived from the authority should not lead to the con- 
clusion that benefits arc not present. 
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ists had been able to provide some practical ideas of the amounts 
required by areas to make constructive headway in these aspects 
of redesigning the farm business. The idea of a uniform payment 
IS certainly sinking to sea level as far as the economist’s function 
is concerned. 

In getting the knowledge, the ability, and the willingness syn- 
chronized, the agricultural economist will be called on to solve 
some very different problems. Often he will have to fall back on 
his native wits. I fear that there are no textbooks to guide him. He 
will soon find that the much talked about combination of enter- 
prises yielding maximum profit is likely not to be a combination 
at all but rather a planting of the largest possible acreage of that 
single crop yielding the highest net returns per acre Some of my 
farmer friends have just lately been putting their agricultural 
operations through the process of undiversification after foolishly 
listening several years ago to certain conservation lectures Con- 
servation must pay, and in these days it must pay in cash, not in 
the intangible (but none the less valuable) rewards certain older 
societies have sometimes been able to establish 

There is really not time to explore the details of the economist’s 
role in the formation and establishment of land use policies in the 
river basins. It is literally a detailed task There are no short cuts, 
no easy, simple ways to explain what he must do Knowledge of 
regional, area, and individual farm problems are required 

It is certain that some very interesting social and economic 
situations will be faced in attempting to bring about desirable land 
uses and at the same time maintain a semblance of order and har- 
mony in other aspects of rural life. For example, in the last session 
of the Mississippi Legislature a bill was introduced which proposed 
that certain lands in the Delta, or lowlands, be assessed special 
taxes to be paid to certain hill counties where flood control reser- 
voirs to protect the Delta were being built, causing great reduction 
in the taxable property. 

The economist will have to help keep the peace. 



ROUNDTABLE ON COTTON MARKETING 
Cliairmaii- Lippert S Ellis, University of Arkansas 

COTTON MECHANIZATION. ITS PROBABLE 
INFLUENCE ON MARKETING'' 

Martin A. Abb-ahamsen 
North Carolina State College 

T he impacts of cotton mechanization, particularly the mecha- 
nization of harvesting, will be important from the standpoint 
of marketing Appraisal of these impacts lends itself to the following 
considerations (1) modifications in the operation of marketing 
agencies, (2j changes in the performance of marketing functions, 
and (3) broad aspects of mechanization 

Modifications in the Operation of Marketing Agencies 

The operations of marketing agencies are affected by the trend 
toward cotton mechanization The points covered in this discussion 
include. (1) cotton gins, (2) cooperatives, and (3) location of agen- 
cies.^ 

Cotton gins. Mechanized harvesting is shifting a large share of the 
responsibility for maintenance of cotton quality from the grower to 
the gin operator. In response to such factors as good roads and in- 
creased truck transportation, and coupled with the influence of 
machine har^^'esting, the trend is away from the $5,000 or $10,000 
gins. In their place is the modern plant complete with up-to-date 
cleaning and drying equipment and wdth a capital investment rang- 
ing from $40,000 to $80,000 It is reported, for instance, that 
$1,500,000 IS being spent m North Carolina to modernize gms for 
the 1948 season. Such gins call for higher calibre management. A 
$150 a month man may well keep a small gin going but such cheap 
management could prove expensive if entrusted with the operation 
of a $60,000 establishment. 

Gin operators in many parts of the Southeast have given little 
attention to ginning costs or to improved methods of operation. 
Ginning often has been looked upon largely as a means of procuring 

* A paper given at the Annual Meeting of the American Farm Economic Asso- 
ciation, Green Lake, Wisconsin, September 15, 1048 

' It also IS recognized that handling operations in modem warehouses have be- 
come mechanized m recent years. 
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cottonseed at very favorable prices. Another factor that has limited 
the efficiency of gin operation and the effectiveness of serving 
farmers is the practice engaged in by many gin operators whereby 
they derive a large share of their income from buying and selling 
cotton on a speculative basis There is reason to believe, however, 
that modern gins will compete largely on the basis of cost and 
service to patrons. 

Important from the standpoint of ginning is the influence of 
mechanical harvesting on quality. General experience indicates 
that w^hen machine harvesting is first tried, quality often is two and 
sometimes three grades lower than hand picked cotton. With the 
installation of better ginning machinery and with greater care in 
harvestmg, this differential usually has been cut to one or, at the 
most, two grades. Adequate grade comparisons for machine har- 
vested and hand picked cotton were not available for North Caro- 
lina in 1947. Preliminary findings, how^ever, indicate a difference 
of approximately 6 cents per pound in the loan rate for machine 
stripped as compared with hand picked cotton.^ It is to be expected 
that an increase in mechanical harvesting will result in higher 
ginning costs. Another consideration relates to the fact that unless 
the quality of mechanically ginned cotton is improved, premiums 
for hand picked cotton may become larger. 

Cooperatives, There is little indication that the mechanization of 
harvesting has had much influence on the operation of cotton 
marketing cooperatives There are possibilities, however, for in- 
creased service to patrons that aggressive associations might con- 
sider One possibility is the establishment of modern, large-scale 
gins, designed to handle machine harvested cotton. Many coopera- 
tive gins, especially in the West, have pioneered in the installation 
of modern equipment and m the improvement of services for mem- 
bers. To furnish the leadership needed to run modern gins and 
related marketing activities, cooperatives might band together for 
such purposes as employing high calibre management, operating 
oil mills, and establishing central accounting systems. 

With increased emphasis on farm machinery and other farm 
supplies, a reasonable increase could be expected in the cooperative 
farm supply business in cotton areas as farmers increase their capi- 

^ PteLminary findings of a study of cotton mechanization in North Carolina 
conducted by Mr. Gwyn Sutherland, Agncultural Economist, USD A. 
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tal resources Sucli development might take place through separate 
supply associations or through integration of operating activities 
on the part of cotton marketing cooperatives. 

Another possibility for cooperative associations is that of estab- 
lishing a harvesting service for their patrons, particularly for those 
patrons having small holdings and not able to purchase and operate 
their own machines. It should be emphasized that while such 
developments are likely, whether they will be undertaken on a 
cooperative or on a private basis will depend largely on imagination 
and ability of cooperative management to render a pace-setting 
service for members. Some of these developments also might come 
about as a result of civic action. In 1946, for instance, county 
commissioners lu one North Carolina county tried to buy three 
cotton pickers to alleviate the shortage of picking labor. 

In any event, cooperative associations can make important 
contributions by conducting aggressive educational programs de- 
signed to acquaint members with the implications of mechanized 
harvesting as it relates to marketing and production practices. 

Location ofmarketmg agencies It generally is agreed that mecha- 
nization of cotton harvesting will reduce costs of production. In the 
long run, it can be expected that most of the resulting reduction 
will be passed on to mills and eventually to consumers This wdll 
mean a relatively lower farm price for cotton. In its wake will be a 
shift from the small, inefficient, non-mechanized farms to large 
units lending themselves to complete mechanization. This shift will 
cause changes in production within areas and between states. In 
some places there wull be excess capacity in gins and warehouses and 
in some cotton buying agencies may have to restrict, discontinue, 
or shift the location of their business operations. In areas experien- 
cmg an increase in cotton production just the opposite events may 
be expected. 


Changes in Marketing Functions 

Marketing functions will be influenced in numerous ways by the 
mechanization of cotton harvesting. Under normal conditions of 
weather, the picking season can be expected to be shorter. As a 
result, cotton will move from the farm in less time. Furthermore, 
the cotton farmer usually sells his crop (cotton and cottonseed) at 
the time of ginning. To the extent that mechanization contributes 
to a shorter harvesting period, problems of transportation wull be 
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intensified, burdens on warehousing will be increased, and ad- 
ditional demands on financial institutions will be made ^ 

Other marketing functions that are likely to be influenced by 
mechamzed harvesting are selling practices and buying operations. 

Selling practices Most cotton commonly is sold by farmers on the 
notorious “hog-round” basis 

Failure of farmers to sell on the basis of price differentials that 
reflect quality has long been one of the curses of the trade With 
mechanical picking, however, there is a possibility that buyers will 
be more inclined to purchase from farmers on a grade basis. Be- 
cause of the differentials that are likely to prevail for grades, me- 
chanical picking may serve as an entering wedge in the establish- 
ment of a pricing system that goes further in reflecting the quality 
produced. Such a development in itself might go a long way in 
counter-balancing the lower returns resulting from reductions in 
quality attributed to mechanical harvesting. 

Mill buying operations. A considerable proportion of the cotton 
produced in North Carolina and in the Southeast is sold direct to 
mill buyers. Some of the gins from which mechanically picked 
cotton is available report that these buyers at times have followed 
the practice of discounting the price of this cotton one or two cents 
a pound. Since this cotton already has been graded and as such 
reflects quality, this practice has no economic justification. 

Broad Aspects of Mechanization 

On the basis of the preceding discussion, the two following obser- 
vations are made ; 

1. Mechamzed harvesting of cotton, "with its possibilities of 
reducing production costs, has important implications from the 
standpoint of marketing agencies and cotton producers It offers an 
opportunity for halting the trend toward pricing ourselves out of 
foreign markets It also should reduce price competition on domestic 
markets from such items as rayon, nylon, and fibre glass. 

2 Machine harvesting eventually will make possible the com- 
plete mechanization of production practices in a large part of the 

® Quality also may be influenced because of tbe time of harvesting Machine 
harvesting usually starts two to four weeks after hand picking commences. Never- 
theless, machme harvesting usually is completed before hand pickmg. Obviously 
quality is influenced by weather prevailmg at different parts of the harvesting sea- 
son and by the time required to complete harvestmg 
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cotton belt Until this key operation was mechanized, there was 
little incentive for farmers to get away from the one- and two-mule 
economy of the cotton belt since the mechanization of cultivation, 
spraying or dusting, chopping, and fertilizing operations would only 
contribute to further unemployment of people needed for picking. 
Larger farms and shifts within and between producing areas can be 
expected. This wnll require greater ability on the part of farm mana- 
gers and operators.^ The person who trudges behind a mule up and 
down the cotton row may be ill suited to operate a $7,500 cotton 
picker. Additional premiums will go to those who add capital wisely, 
who are willing to study the performance of various kinds of mar- 
keting agencies, and who have ability to interpret and use econonuc 
facts as they relate to the establishment of sound sales policies. 

S. Mechanized harvesting of cotton will influence the operation 
of ginning agencies. These operations will be conducted in large- 
scale, modern establishments which will require competent man- 
agement. Cooperative associations have the opportunity of inte- 
grating supply service and marketing operations and of expanding 
their services for fanners The location and extent of business for 
all types of marketing agencies serving cotton producers will be 
influenced by shifts within and between production areas. 

4. Concentration of harvesting during shorter periods will call 
for greater skills in the performance of such marketing functions as 
transporting, warehousing, and financing 

5 Indications are that greater emphasis will be given to the 
development of a pricing system which adequately reflects vari- 
ations in quality and which will have broad application in the selling 
methods of producers and in the buying practices of dealers, cotton 
merchants, and mill operators. 


^ The ability of management also has a bearing on the quantity of cotton left in 
the field after mechanical harvesting This is important in determimng the efficiency 
of machine picking WTnle our ev-penence m North Carohna is limited and while our 
findings are preliminary, a summaiy of four tests of mechamcal stripping shows that 
7 9 percent of the cotton was left in the field The average ranged from 6 5 percent 
to 11 3 percent Loss from mechamcal picking was somewhat higher, averaging 14 
percent and ranging from 11 8 percent to 16 percent When test lota were immedi- 
ately rerun, losses were cut to 4.4 percent, ranging from 2 6 percent to 5 3 percent. 
(Op. cit. 1) 
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I N TERMS of research accomplished in cotton marketing, the 
studies of price-quality relations in the local cotton market 
stand out in bold relief. The southern agricultural experiment sta- 
tions have been severely criticized for the apparent duplications 
involved as these studies were made in all the principal cotton 
states. But the maladjustments in the local markets were of such 
serious proportions as to justify much of this repetition. 

Anyone familiar with the cotton problem is aware of the fact that 
interest in marketing on the part of growers has been spasmodic, 
emerging only during periods of low starvation prices The empha- 
sis then has been primarily on ways and means of raising the price 
whether by holding the product off the market, or by ‘‘feeding’’ the 
market, or by out-and-out price fixing, or by parity price standards. 
Very little interest has been manifested in the cost and efficiency 
of the cotton marketing system But at times growers have ex- 
pressed dissatisfaction with the relatively small share they receive 
of the consumers’ cotton dollar. 

In view of the sudden major emphasis on marketing in the activi- 
ties of State and Federal research agencies, market researchers 
face a trying situation. It should be patent to everyone that the 
Congress, the general public and agricultural producers are all 
expecting quick tangible results to flow from all marketing studies 
undertaken. Unhappily, expectations and accomplishments for the 
years immediately ahead may, in some instances, be rather widely 
separated. 

Cotton Marketing 

Research workers in cotton marketing are fully aware of their 
responsibilities How best to make good on the assignments which 
must be accepted is the burning question of the hour It should be 
evident that a program contemplating a simultaneous attack on 
the whole marketing front from cotton grower to ultimate con- 
sumer would be indiscriminate and could lead to much fruitless 
and misdirected effort To be sure, research must be approached 
from the standpoint of the problems involved in cotton marketing. 

* A paper given at the Annual Meeting of the American Farm Economic Asso- 
ciation, Green Lake, Wisconsin, September 15, 1948, 
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A listing of such problems is but a beginning. In the main, at least 
two tests need to be applied in selecting the fields to be investi- 
gated : (1) the problems must be significant and (2) the problems 
must be such that the results of investigation may be put to prac- 
tical use without too much resistance. 

Among the various aspects of cotton marketing particularly well 
suited for study, three may be singled out (1) the price-quality 
relations in local cotton markets; (2) quality characteristics of the 
lint best suited to the various uses of cotton; and (3) ginning prob- 
lems which may arise from a more general adoption of mechanical 
harv^esting of cotton. 

Price-Quality Relations in Local Markets 

Significant changes have occurred since the price-quality study 
was made. Classing service is now very generally available to 
growers which was not the case 16 to 20 years ago This means that 
growers can now readily ascertain the quality of their cotton ac- 
cording to U. S Standards In recent years, great strides have been 
made in the promotion of one-variety communities. As a conse- 
quence greater uniformity of quality in the gin community has 
been attained The question can then very properly be raised as to 
whether or not growers of one-variety cotton with Smith-Doxey 
classing ser^dce are obtaining prices for their cotton commensurate 
with quality. Significantly the promotion of one-variety cotton in 
at least one of the states is based solely on the higher yields of lint 
per acre of the chosen variety Nothing is said whatsoever about 
the possibilities of premiums to growers as a result of the more 
desirable characteristics of the selected variety. This would seem 
to be an off-hand admission that growers of one-variety cotton are 
not generally receiving the market premiums for superior quality. 

Then again, ideas of quality have changed greatly. Earlier, 
quality was defined m terms of grade and staple length with a 
troublesome left-over parading under the designation of “char- 
acter.” Even-running lots were thought of as being governed by 
lint of like grade and staple length. This is now less and less the 
case. Much progress has been made in ascertaining numerous 
quahty characteristics of significance to spinners and considerable 
headway has been made in developing instruments for measuring 
them. Chief among these quality attributes are: uniformity of 
fiber, tensile strength, fineness; and maturity. Strangely enough 
growers no sooner obtained classing service than it became appar- 
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ent that other quality characteristics than grade and staple length 
must also be ascertained Thus the Smith-Boxey classing service 
only partly fulfills present requirements in the task of quality de- 
termination. Obviously proper price-quality relations in the farm- 
ers’ cotton market now involve more than full premiums, or dis- 
counts, for grade and staple length. 

A significant problem for research in the local cotton market is 
that of determining the sensitivity of farm prices to quality char- 
acteristics in their broader scope. A second important problem is 
that of ascertaining to what degree the quality characteristics of 
importance to the spinner may be made the basis of trading in the 
local market, this involves the nature of the reorganization needed 
in the local market to facilitate suitable trading practices. It should 
be patent that growers will continue to be indifferent to the quality of 
the cotton they produce so long as local cotton prices fail to reflect 
premiums and discounts in terms of the quality of the cotton offered 
for sale in the local market. 

Quality Requirements of M%lls 

Cotton is put to almost innumerable uses. Desirable quality 
characteristics suitable to these different uses vary widely. Cotton 
as a raw material in demand by manufacturers is not a matter of a 
few simple attributes but rather a complexity of attributes. Thus 
no one type or variety of cotton is best fitted to all uses. By and 
large cotton growers are quite unaware of the wide range in quality 
characteristics in demand. Mill requirements from the standpoint 
of cotton growlers are a vugin field for study. This aspect of the 
cotton problem needs careful probing before an intellingent variety 
program can be worked out for growers in all sections of the cotton 
belt. 

Quality tests other than grade and staple length have been de- 
veloped and are being applied principally in the laboratory. What 
is now needed is to determine to what degree the laboratory tests 
stand up under actual mill operating conditions. That is, to what 
extent can the laboratory methods of quality determination be ac- 
cepted by the mill operator. 

Mechanical Harvesting as Related to Ginning 

The relation of ginning capacity to output of cotton takes on a 
new aspect with an increasing adoption of mechanical harvesting. 
For the past forty years ginmng capacity m Texas has been adjust- 
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ing itself to cotton output in such a manner that the total crop 
could have been ginned in 26 days of full 12-hour run per day. 
During the period 1930-1942, cost analyses in Texas indicate such 
a relation between capacity and output of cotton that, on the 
average, ginners break even on their operations. That is, income 
and costs are equal. The low volume of Texas gins means high fixed 
costs. Even a relatively shght increase in volume above that of the 
break even would significantly reduce costs per bale. The shortness 
of the ginning session and tlie insistence of growers on prompt 
service are primarily responsible for the relative over-capacity. 

An increase in the number of days of full run ginning rather than 
a lengthening of the ginning period could materially reduce the gin 
capacity needed. Such objective could be attained through the 
addition of a seed cotton house to ginning equipment. During days 
of harvesting beyond ginning capacity, the surplus seed cotton 
could be stored in the cotton house; during days of light receipts, 
the current run could be supplemented by ginnings out of storage 
stocks of seed cotton, and during days when weather conditions 
do not permit harvesting, the gin could operate on stocks in storage 
Thus the gin with a sizable cotton house would be in position to 
increase significantly its volume of ginmng without in any way 
jeopardizmgitsservicetopatrons. As a consequence the number of 
gins could be reduced or the size of gins could be reduced. Either 
adjustment should be a factor in reducing ginning costs. 

As ah increasing number of growers turn to mechanical harvest- 
ing, a considerable strain on ginmng capacity over short periods is 
bound to occur In view of normal ginning capacity, the rate of 
ginning can be stepped up considerably with present capacity. To 
the extent, how’ever, that the demand for ginmng service may not 
be fully met over short periods, two alternatives present them- 
selves. (1) ginning capacity could be increased or (2) seed cotton 
houses could be provided for storing receipts above daily capacity. 
Increasing ginning capacity would mean higher ginning costs to 
growers. Perhaps the most feasible adjustment would be attained 
through the adding of cotton houses 

The ascertaining of the advantages and disadvantages of the 
seed cotton house requires considerable research. The grower him- 
self might furnish the storage facilities. This might involve a testing 
of various types of facilities from temporary structures to per- 
manent warehouses. Even trailers with detachable running gears 
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might merit consideration The matter of handling the seed cotton, 
cleaning equipment, preservation of quality, and costs would all be 
involved. In the study of farm storage the starting point would be 
that of acquiring as complete information as possible from growers 
with farm storage experience. One feature of this study, no doubt, 
would be the designing of farm storage facilities. 

The operation of the seed cotton house at the gin is an untouched 
field from the standpoint of research As a first step, the experiences 
that ginners have had with seed cotton houses would need to be 
ascertained One of the most significant aspects of the study would 
be that of determining relative costs of a sizable cotton house with 
cleaning and drying equipment and of a second complete gm plant. 
The attitude of growers towards the use of the cotton house is most 
important. How insistent is the grower on waiting in line for de- 
layed ginning rather than accepting prompt unloading into the 
cotton house How would the growers react to a drop in prices of 
imt and cottonseed from the time of putting the seed cotton in the 
house and later ginningf^ Would it be necessary to provide hedging 
service as protection against possible price declines.^ 

It would seem that the three fields proposed above would qualify 
from the standpoint of the significance of the problems to be studied 
and of the feasibility of practical application of the findings 
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E fforts to stabilize our agricultural economy in recent years 
have involved a substantial amount of commodity price- 
fixing by governmental agencies. Success m the eyes of the public 
has been relatively elusive in this job. This has sharpened the 
interests of economists in the subject of administered prices and has 
made each new line of effort a topic of lively discussion. 

Class I or fluid milk has been one of the mam fields of price- 
fixing activity It provides for several reasons one of the most 
interesting to discuss and study Half or more of the States and the 
Federal Government have been fixing minimum Class I milk prices 
in selected markets for the last 15 years Today probably 75 percent 
of the fluid milk sold m the metropolitan population areas of the 
nation is sold at minimum Class I prices established by a State or 
Federal order. Public interest has been intense because of the im- 
portance of milk in the diet and in the budget. Farmers and milk 
dealers have been especially interested because the minimum 
prices fixed have usually been the prevailing prices paid. Milk 
price-making forces are fairly complex because while sanitary rules, 
perishability, and bulkiness tend to localize each major city as a 
market, the interchangeability of milk is great enough to require 
a fairly stable relationship among markets and among the various 
dairy products. Pricing procedures and pricing mechanisms under 
these milk marketing orders have varied considerably from time to 
time and from market to market, even among the 30 or so Federal 
market orders issued pursuant to the Agricultural Marketing Agree- 
ment Act of 1937. 

These facts explain the interest shown in the new pricing plan 
adopted on April 1, 1948, for the Boston market.^ This plan was 

* A paper given at the Annual Meetmg of the American Farm Economic Asso- 
ciation, Green Lake, Wisconsm, September 14, 1948 

1 Federal Milk Order No 4 for the Greater Boston Marketmg Area, Amend- 
ment No 6 issued March 25, 1948. 
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also adopted for the adjacent Federal order markets of Fall River 
and Lowell-Lawrence The mam features of this Boston formula 
were developed during the summer of 1947 by a committee ap- 
pointed by the Administrator of the Boston Order. The committee 
included 3 professors in Agricultural Economics from New England 
colleges, 2 economists from local farmers’ cooperative associations, 
2 economists from local milk distributors, and one economist from 
the Administrator’s office. The Committee Report^ formed the 
basis for amendments made to the Federal orders to incorporate the 
new pricing program. 

Recent pricing and marketing conditions m Boston provided 
very favorable conditions for the consideration and acceptance of 
a new pricing program. War-time prices affected the seasonality of 
market receipts and served to move supply and demand in opposite 
directions more frequently than otherwise A price formula relating 
Glass I prices to market quotations for butter and skim milk powder 
adopted soon after the war proved to be very unstable It had to be 
altered by suspensions with little advance notice in order to prevent 
serious anomalies, and did little to help correct basic supply con- 
ditions. The longer run history of Class I milk prices in Boston 
pro\aded several periods when receipts and sales trends made it 
rather obvious that mistakes in prices had been made, and thus 
provided a good basis for comparison with the prices which would 
have prevailed under the new formula. 

The first job of the Committee was to develop a set of objectives 
to serve as broad standards for its work. These are indicated gener- 
ally m the Agricultural Marketing Agreement Act of 1937 under 
which the orders are issued. These objectives were: 

1 An adequate supply of milk at all seasons, defined to include a reserve 
of 20 percent above actual sales in the months of shortest supply 

2 A more reasonable pattern of seasonality m market receipts than 
recent years 

3. Orderly and timely price changes in line with changing supply and 
demand conditions. 

4. Prices and mcomes for dairymen m line with general economic 
conditions. 

In order to accomplish these objectives it seemed clear that the 
Class I price should be made to change automatically as soon as 

* A Recommended Basis of Pricing Class I Milk in the Boston Market, Septem- 
ber 1947, Market Administrator, 80 Federal Street, Boston 10, Mass. 
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specified conditions changed, rather than be established at some 
fixed level which level could be changed only after a public hearing 
and an approval vote from producers. Although public hearings 
appear to have some special appeal as legal instruments, and fixed 
prices seem more simple, more direct, and represent a firmer guaran- 
tee to farmers, these advantages are questionable today. Public 
hearings have become slow and cumbersome, often promote intem- 
perate, emotional, and destructive discussions, and in the case of 
milk prices, mean that each price change, whether up or down, 
must involve a new producer vote of approval. Also, when economic 
conditions are changing rapidly, each fixed price must be based on 
conditions already well past or on an uncertain forecast of the 
future. In other words, the objective of orderly and timely price 
changes is very diflScult to achieve. 

It should be possible to make automatic or formula prices for 
Class I milk as logical and as understandable to dairy farmers as 
fixed or pegged prices. Sound formula prices provide an infinitely 
greater guarantee of security to farmers and of fair and reasonable 
prices to the public than prices fixed at any specific level for an 
advance period. It is most important to recognize also that if an 
obvious defect develops in the formula or if it needs to be amended 
temporarily to meet a special local situation, then a formula can be 
amended after a public hearing just as quickly and just as easily as 
a price level can be changed in a fixed-price type of order. The 
formula, therefore, is in no respect more fixed or rigid than a pegged 
price, but does guarantee timely price changes m the interim be- 
tween public hearings 

Briefly the new Boston formula provides that the Class I milk 
price shall vary in accordance with changes in a composite formula 
index calculated on a 1925-29 base. This index is the simple average 
of (a) the latest monthly index of all wholesale commodity prices 
in the United States as published by the Bureau of Labor Statistics, 
(b) the average of the last three monthly indices of Department 
Store Sales in New England as published by the Federal Reserve 
Bank, and (c) a joint index of the latest available costs for farm 
labor and for dairy feeds in New England as calculated by the Mar- 
ket Administrator each month from regularly published figures. 
The basic Class I price varies in intervals of £2 cents per 100 pounds 
in accordance with bracketed changes in this composite formula 
index. 
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Super-imposed on this basic price structure is a seasonal pattern 
which provides a price 44 cents per 100 poigids above the basic level 
in the 4th calendar quarter, and 44 cents belovr the basic level in 
the 2nd calendar quarter each year. An additional seasonal safe- 
guard prevents any price increase from March through June and 
any price drop from September through December each year. 

Also super-imposed on the basic price is a provision whereby the 
Class I price is automatically lower by 44 cents as soon as and so 
long as the percentage of surplus in the market for the most recent 
12 months is above the critical level defined as 41 percent Similarly 
the critical level on the low side is 33 percent, which calls for a 
price 44 cents higher than otherwise provided so long as the short- 
age continues. Only such part of this supply-demand adjustment 
can operate as will not cause a price change from the same month 
a year earlier of more than 88 cents per 100 pounds. 

The thi’ee basic factors in the formula are designed to reflect 
local supply, local demand, and general economic conditions. 
The three are given equal weight for reasons of simplicity and logic, 
and also because the results met the empirical test. So far this has 
had very popular appeal. With a relatively inelastic demand and 
with delayed if not inelastic supply responses, this equal weighting 
might not have been necessary to meet some of the objectives, but 
it is fair and reasonable and is safeguarded by the supply-demand 
adjustment. Also, the weightings might not have been equal if the 
results of detailed statistical and correlation analysis of factors 
affecting the Class I price had been adopted. The objectives called, 
however, for a more general empirical analysis wdth logic and equity 
and sound public policy as the standards. 

The wholesale price level represents a basic tie-in with the whole 
economy of the nation, measuring the level of general economic 
conditions as reflected on a composite basis in the primary whole- 
sale markets. In any analysis of factors affecting Class I prices, the 
first step would probably be to deflate the price series by this whole- 
sale price level, just as for resale price analysis the series might 
first be deflated by the consumer price index 

Grain and labor costs reflect the main cash cost items in milk 
production in New England. Changes in such costs may not forecast 
precisely changes in the supply on a short-run basis, but a stable 
relationship between these costs and milk prices is necessary to a 
stable milk supply. Changes in these costs, also, must be important 
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factors in the timing and degree of milk price changes if such milk 
prices are to bring economic stability to the farmer. Total produc- 
tion costs are more difficult to measure Also, they are partly re- 
flected by the wholesale price index. 

The demand factor used in this new pricing formula has probably 
created more comment than any other factor. The index of New 
England Department Store Sales was selected as a measure of 
changes in New England consumer purchasing power. It comes 
closer to measuring changes in the disposable income than any other 
factor available — ^payrolls, industrial activity, or others. It is 
available monthly, whereas actual income figures regionally are 
available only on an annual basis and are not available on an annual 
basis until August of the following year. 

There is available, of course, a current monthly figure on the 
amount spent for milk. To use such a figure as the demand factor, 
however, would be to flaunt public interest and potentially at least 
exploit the inelastic demand for milk. It would be comparable to 
using the farm value of all the milk produced as an index of the 
supply part of a pricing arrangement. It would be circular reasoning 
of the worst type. If the supply were inelastic this value would 
change only after a price change rather than before. The same 
would be true of the money spent for milk if demand were inelastic. 

This index of consumer purchasing power does not necessarily 
measure or forecast in any precise or accurate manner changes in the 
sales of milk at various prices This need not be its restricted pur- 
pose, however, in the pricing formula It is the key factor on the 
demand side, fundamentally affecting the price consumers will pay 
for milk and the amount they will purchase, and thus the basic 
factor m the reasonableness of milk prices from a public interest 
standpoint. The formula recognizes that changes m income-price 
relationships will affect sales, just as changes in cost-price ratios 
will affect production, and that sound orderly prices require a 
balanced relationship to both incomes and costs This balancing 
job may change in character if there is a basic change m milk using 
habits or in the techniques of milk production. Any formula may 
need basic changes accordingly. 

The special seasonal pricing provisions are designed to encourage 
a return to the more normal pre-war seasonal pattern of milk 
production. Short-season market receipts in Boston in recent years 
have been only about half of flush season receipts, as compared with 
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60 to 65 percent before the war. Emergency imports from as far 
west as Minnesota have been necessary in four of the last five short 
seasons in order to meet sales needs, and in two of these four years 
milk sales actually had to be restricted because the milk could not 
be obtained. Last year’s imports were close to 20 million pounds. 
Yet in June this year Class I sales w^ere less than 50 percent of 
market receipts 

The special supply-demand adjustment is a basic safeguard and 
an integral part of the entire program. The critical limits of 41 and 
33 percent surplus on an annual basis are designed to correspond to 
25 and 15 percent necessary operating reserve m the short produc- 
tion months. The mid-point of 37 percent annually would normally 
provide a 20 percent operating reserve to cover day to day fluctua- 
tions and thus insure an adequate supply in the shortest month of 
production 

On an empirical test, the new formula would have given slightly 
higher prices than actually prevailed in 1924 and 1925. Formula 
prices would have been lower m 1929 and 1930, but would not have 
fallen as sharply or to as low a point in 1931, 1932, and 1933. 
Formula prices would have been lower again in 1938, 1939, and 1940. 
The war years do not furmsh a good comparison base because the 
wholesale price index was so much affected by OPA ceilings. The 
formula would have given a lower price in 1946 but a higher price 
in 1947. In retrospect it seems clear that the formula would have 
prevented some of the more obvious price maladjustments of the 
past in Boston 

The principal novel features of the Boston milk price formula 
are (1) the use of a demand index as one of the basic parts of the 
formula, (2) the provision for automatic price adjustments when 
receipts and sales get out of balance, and (3) the omission of market 
price quotations for any manufactured dairy product as a basic 
part of the formula These innovations have been variously praised 
and criticized. Time and esperience, of course, can supply the only 
reliable judgment as to the soundness of these new features of the 
Boston formula both as a matter of principle and in respect to the 
details 

It should be stated that the price committee, the dairy industry 
in New England, and the Department of Agriculture are open- 
minded on the entire formula and these innovations. There is a 
strong feeling that the new pricing plan is sufficiently sound to 
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warrant a real trial before it is changed in any basic sense. This 
seems to be necessary in order to build confidence among producers 
and consumers, and more important, is necessary in order to provide 
a real test of the adequacy of the formula. 

Some modifications m the Boston formula may be needed in 
order to establish the appropriate relationship with milk prices in 
nearby markets. In order to accomplish this it may be desirable to 
try to develop a different or broader measure of demand. It might 
be possible, for example, to have the Department of Commerce 
develop a direct measure of regional income on a monthly or quar- 
terly basis. Again, it might be feasible to develop and use a Depart- 
ment Store Sales index for the entire Northeast rather than for 
each Federal Keserve District. It should be recognized also on this 
inter-market problem, that when supplies are more normal, it may 
be more desirable to recognize local supply and demand conditions 
promptly than to follow a rigid price relationship with adjacent 
markets. 

A composite of manufacturing milk prices might be used as an 
additional factor in the index or a partial substitute for the whole- 
sale price index. Before the war the wholesale prices for some of the 
principal manufactured dairy products such as butter seemed to 
furnish a good broad index of changes in supply-demand conditions 
for all dairy products and in general economic conditions. This basic 
relationship is much less evident since the war. Some of the prices 
have been erratic, and there is evidence of changes in the character 
of the demand for some of these products. There seems to be, 
temporarily at least, much less reason for usmg butter, for example, 
as a basic guide to fluid milk prices than might have been true before 
1940. 

The supply-demand adjustment is most novel, of course, and is 
designed as insurance against shortages or over-production, as 
well as a means of helping to correct any deficiencies which the 
formula may contain. Here again the detailed application of the 
supply-demand adjustment must be looked upon as experimental. 
Both the amount and the timing of the price adjustments based on 
the amount of surplus in the market will need to be studied very 
carefully. This part of the formula could not be given too rigid an 
empirical test because obviously if prices had been different in past 
years, market receipts and sales might also have been different. 

To the industry in New England one of the most encouraging 
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aspects of the new pricing program has been the approval it has 
received from producers and producers’ cooperatives, from milk 
dealers, and from the newspapers in southern New England mar- 
kets. Perhaps equally encouraging is the fact that the prices which 
the formula has created have already stimulated milk production 
without seriously affecting sales. The producer reaction may be 
different, of course, when the formula begins to create price reduc- 
tions, but there is reason to believe that most* farm groups in the 
area understand and appreciate the fairness of the formula. There 
is reason to hope, therefore, that it may be the most orderly means 
of bringing about downward price adjustments when they are 
needed. 



FORMULA PRICING CLASS I MILK 
UNDER MARKET ORDERS 

Stewart Johnson 

University of Connecticut ^ 

F ormulas have been used for several years in pricing Class 
I milk under market orders. Despite their widespread use, 
modification of formula procedure in markets using them has been 
necessary from time to time. Their continued use indicates that 
formulas are of value in pricing milk, but their frequent change 
indicates that amendment procedures including public hearings 
also are necessary. 

It appears to be impossible to devise a formula which will func- 
tion satisfactorily without change over the years. There are several 
reasons for this. First, there are many factors that affect the price 
of Class I milk, more factors than can be included in any formula. 
Second, there is uncertainty as to the weights that should be as- 
signed to the various factors, and as to the extent of lag that should 
be allowed for in each case. Third, the weights and the lags which are 
appropriate at one time may be inadequate at a later date. Fourth, 
the acceptability of Class I prices to producers, distributors, and 
consumers is influenced by non-economic factors which change from 
time to time. 

Recognition of these facts is important so that although public 
acceptability will result from the presentation of the basis of a 
formula when one is used, yet the imperfect nature of the formula 
will be generally known and undue resistance will not be offered to 
changes in the formula which will be needed. 

Recent study of the use of formulas in pricing Class I milk has em- 
phasized their construction for use within particular markets 
Perhaps equally important is the degree to which various formulas 
are adaptable to use in competing markets in a manner which 
promotes logical and reasonable inter-market price relationships 
Year-to-year changes in price differentials between markets are 
much smaller in amount than are year-to-year changes in the Class 
I price in given markets. During M of the 9!7 years m the period 
192^-1948, reported Class I prices in the Boston market fell within 

* A paper given at the Annual Meeting of the American Fann Economic Asso- 
ciation, Green Lake, Wisconsin, September 14, 1948 
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a range of 11 cents above and 22 cents below the Class I price in the 
New York market. In contrast to these relatively narrow changes 
in mter-market differentials, Class I prices m both the Boston and 
New York markets varied widely over the years In the New York 
market, for example, the Class I price rose 80 cents per cwt. be- 
tween 1924 and 1929, declined 162 cents between 1929 and 1932, 
rose 83 cents between 1932 and 1936, declined 39 cents between 
1936 and 1938, and rose 330 cents between 1938 and the first nine 
months of 1948. 

Changes in inter-market differentials have tended to become 
even less than usual during recent years. In the nine full years dur- 
ing which federal orders have been effective in both the Boston and 
New York markets, 1940-1948, the basic Boston price for Class I 
milk testing 3 7 percent has varied within the narrow range of 20 
cents from the New York price for milk of similar test in the 200- 
mile zone. The differential remained at a fixed amount, with a 
Boston price 9 cents below New York, in the 32-month period from 
November 1943 through June 1946 It also remained at a fixed 
amount, with the Boston price 11 cents above New York, in the 
17-month period from November 1946 through March 1948. The 
Boston price has averaged 11 cents above New York in the im- 
mediately succeeding months from April 1948 to date 

During these recent years when inter-market differentials have 
tended to change less than usual, their exact amounts have become 
more important. Fluid milk consumption has increased relative to 
production. Serious milk shortages in the late fall and early winter 
months have become common, especially in the Northeast. Acute 
competition for supplies has developed among markets with ad- 
jacent milksheds, with price premiums and other devices used as 
inducements to keep producers from shifting markets, on the one 
hand, and to encourage producers to shift markets, on the other. 

One of the most important questions in the use of Class I milk 
price formulas, therefore, is this. Can a formula be devised which 
will bring about the wide swings needed to keep Class I prices in 
line with economic conditions which will also adjust properly the 
relatively minor changes needed from time to time in price differen- 
tials between adjacent markets? 

Prior to April 1948, each of the 30 federal orders in effect in the 
United States contained Class I price formulas based on the manu- 
facturing value of milk. Although the exact measure differed from 
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market to market, the ‘‘movers” in all of these formulas were 
national in scope. If the price of butter in the United States in- 
creased sufficiently, as judged by quotations in large cities, it 
affected Class I prices in each of the 30 markets. The exact effect of 
a change in the manufacturing value of milk was somewhat different 
in markets which were far apart, e g.. New York and Chicago, but 
the formulas were so devised that between adjacent markets, e g , 
between New York and Boston, or between Chicago and St. Louis, 
a given change in manufacturmg value would cause similar changes 
in Class I prices, and usually identical changes. 

These formulas, then, did not provide for automatic change in 
inter-market differentials. Fixed differentials were established by 
setting up specified dollars and cents amounts in formula schedules 
for each of the various markets. 

Beginning in April 1948, three of the 30 federal order markets, 
Boston, Lowell-Lawrence, and Fall River, have used a Class I price 
formula based on a national index of wholesale prices, a local index 
of department store sales, and a local index of feed-labor costs as 
prime movers, supplemented by an escape provision based on local 
changes m supply and consumption of milk during the past year. 
Considering the prime movers only, two of the three are local 
factors. If similar formulas were adopted in all other markets, 
inter-market differentials would be adjusted from month to month 
on the basis of differences in movement in these two factors. The 
escape provision might cause counter movements in the differentials 
after several months had elapsed, but the initial and continuing 
adjustors would be the two prime movers which are local factors. 

It is extremely doubtful if changes in inter-market price differen- 
tials resultmg from the adoption of this formula in some or all of 
the other 27 federal order markets would be logical or reasonable, 
judged either from the empirical record or from the standpoint of 
economic theory. 

The record indicates that department store sales in various 
markets have followed widely different courses from month to 
month and from year to year. Such differences have not been as- 
sociated with varying rates of fluid milk consumption. In the six 
leading cities of the New York Federal Reserve District, seasonally 
adjusted indices of department store sales in June 1948, on a 
1935-1939 base, were 264 in New York City, 226 in Newark, 314 in 
Buffalo, 299 in Rochester, 349 in Syracuse, and 226 in Bridgeport. 
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If Class I prices in these markets had been established under a 
formula giving indices of department store sales a weight of one- 
third, inter-market differentials would have formed considerably 
different patterns from those that have been experienced to date 

The record indicates that although feed-labor indices in various 
milksheds have followed a more nearly similar course over the 
years than have department store sales, the amplitude of the up- 
ward and downward swings becomes greater as one moves from the 
East Coast toward the Middle West, Such inter-market differences 
in feed-labor indices have not been associated with inter-market 
differences m supplies of milk, either in the short run or in the long 
run. Between April and July 1948, for example, the reported farm 
wage rate in Vermont increased by $7.00 per month and the re- 
ported farm wage rate in New York increased by $1.00 per month. 
This change has not yet caused corresponding changes in milk 
supplies in the Boston milkshed compared with the New York 
milkshed, and is not likely to cause corresponding changes in the 
near future 

Historical data thus suggest that automatic adjustment of inter- 
market price differentials would result in pricing chaos if the model 
now used in federal order markets in New England should be 
adopted in other markets. That such would result is also in line 
with what would be expected on the basis of economic theory. 

Determining changes in inter-market differentials by these 
factors assumes that fluid milk consumption is closely related to 
department store sales, and that fluid milk supply is closely related 
to feed-labor costs. Since there are so many factors affecting fluid 
milk consumption and supply, these assumptions would not be 
expected to be true. The consumption of milk from a given supply, 
for example, is determined by the number of people obtaining 
supplies from this source and the per capita rate of use. The second 
of these determinants, per capita rate of use, is related to such fac- 
tors as retail milk prices (affected by Class I price and distributor’s 
spread), consumer incomes, age composition of the population, 
prices of other foods, and the degree of nutritional recognition of the 
food value of milk. Even if complete and accurate data were avail- 
able on consumer incomes, changes in fluid milk consumption which 
occur over time could not be predicted with great accuracy be- 
cause of the influence of other important factors. 

The supply of milk in a given milkshed is determined primarily 
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by production in the region and inter-market shifts of pro- 
ducers and plants. Milk production in a region, the first of the 
two determinants, depends upon the number of cows and pro- 
duction per cow. Whether a farmer keeps cows depends on alterna- 
tive opportunities, particularly in industry in those regions where 
near-by industrial employment is possible The decision also de- 
pends on costs in dairy farming relative to the price of milk. Pro- 
duction rates per cow depend upon such factors as prices of feed; 
farm wage rates; weather as it affects pastures, crop yields, and hay 
quality; and the changing milk-producing capacity of the cow 
population. Since so many important factors are involved, it is not 
surprising that feed-labor costs are not closely associated with 
changes in supplies in a given milkshed. 

An alternative method of automatically adjusting inter-market 
differentials among federal order markets is to base the adjustment 
on changes in actual supplies, and in actual fluid milk consumption 
from these supplies, in each of several competing markets In con- 
sidering this method, it should be kept in mind that the question 
of what prime movers are best suited for use in a formula is not 
discussed in this paper except to point out that they should be 
regional or national, not milkshed-wide, in character. 

Suppose that on the basis of evidence presented at a joint hearing, 
it were decided that the basic Class I prices in Market A and Mar- 
ket B should be the same. Suppose that in Market A 40 percent of 
the milk supply during the most recent 12 months had been used in 
surplus classes, and in Market B, 38 percent. A schedule could be 
set up providing that as the 12-month moving average of the per- 
centage utilization of the milk supply in surplus classes changed in 
one market relative to another, the inter-market differential should 
be changed. Some small amount, such as two cents per cwt , could 
be provided as the change in inter-market differential associated 
with a one point deviation in the two series of percentages. If the 
percentage of the supply used in surplus classes should increase 
from 40 to 42 in Market A, and not change in Market B, the Class I 
price in Market A would be reduced four cents per cwt. relative to 
Market B. Detailed study might indicate, of course, that the 
adjustment rate should be three cents, four cents, or some other 
figure instead of two cents. 

The economic basis for this adjustment is the fact that as one 
market becomes short of supplies relative to another adjacent 
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market, milk should move from one market to the other. Even with 
the differences in blend prices which result from changing utihzation, 
shifts of plants and producers occur only with significant lags be- 
cause of institutional factors, and are resisted by the payment of 
special price premiums It appears economically sound to provide 
an extra incentive by changing the relative Class I prices w’hen one 
market becomes short of supplies relative to the other so as to over- 
come part of the lag in needed adjustment. 

In conclusion, the question of inter-market price differentials 
divides itself into two parts* (1) The determination of the amount 
of differential at a given point in time, on the basis of evidence 
presented at public hearings, and (2) possible automatic adjust- 
ment in the differential within the framework of Class I pricing 
formulas Presented in this paper is a discussion of the second 
question, together with a suggested method of adjusting inter- 
market differentials which appears to the author of this paper to 
have merit Such method may or may not be preferable to inter- 
market differentials which are set at fixed amounts following joint 
hearings, and which do not change until evidence presented at 
another joint hearing warrants a different fixed amount 



PRICING CLASS I MILK UNDER FEDERAL ORDERS* 


C, W. Pierce 

The Pennsylvania Staie College 

T he search, for ^‘better” methods for pricing milk has been 
going on for a long time The current crop of “experts” are 
unlikely to find the method except possibly in terms of the present 
situation. Five and ten years from now the environment in which 
milk prices function will be different and at least the details of 
pricing techniques will need to be changed. 

Most economists and probably most producers and distributors 
have concluded that market place prices like those we have for 
grains and livestock cannot be made to work for fluid milk because 
of the nature of the product and the health regulations surrounding 
its production and distribution. At one time bargaining between 
producer leaders and the distributors appeared to be the perfect 
substitute for market place prices. Bargaining was done by those 
most intimately acquainted with the local effects of price making 
forces All too often, however, the bargaining parties used only 
that part of their knowledge which would help them as farmers to 
get higher prices or as buyers to justify lower prices. Combined 
with honest differences of interpretation, this attitude of self- 
protection led to repeated failures of bargaining. The result fre- 
quently was arbitration by an impartial third party. 

Public hearings with government taking over the arbitrator’s 
position were only a short step from bargaining conferences. Hear- 
ings preserved the theoretical advantages of bargaining, namely, 
the introduction of evidence by those closest to the local situation 
and the opportunity to give consideration to all of the price making 
forces. But the legal formality of hearings plus frequent window 
dressing by witnesses for the benefit of their customers has de- 
tracted seriously from the so called advantages provided by public 
hearings. Even more important, the protracted delays incidental 
to using government as the arbitrator has made public hearings in- 
efficient as the sole means of establishing prices 
More recently. Class I formulas have been devised and used. 
Until the adoption of the Boston formula this year, all Class I 

* A paper given at the Annual Meeting of the American Farm Economic Associa- 
tion, Green Lake, Wisconsin, September 14, 1948. 
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formulas in federal order markets had been based on the price of 
some one or combmation of manufactured dairy products. The use 
of such prices, at least in mid-western markets, has been based 
largely on the direct competition between the fluid market and 
manufactured products for the milk supply. The result of this 
competition was a direct relationship between the price of the 
manufactured product and the price of milk in the fluid market. 
The Class I price was arrived at by adding a charge for trans- 
portation and a premium for meeting sanitary requirements to the 
actual or approximate price paid by manufacturing plants. The 
determination of a proper premium was the major problem in ar- 
riving at the Class I price. 

In eastern markets the use of formulas based on manufactured 
dairy products was accompanied by greater difficulties, very 
largely because supplies of milk for manufacturing were less im- 
portant and more scattered than in the midwest. The problem of 
determining a proper transportation allowance was difficult and 
the concept itself lacked complete validity. The logic of using 
manufacturing values because of direct competition for supplies 
had to be bolstered by the theory that changes in prices of manu- 
factured products measured changes in the underlying supply and 
demand conditions affecting the whole of the milk industry. In the 
Northeast, with but little milk at present being produced in excess 
of that needed to meet fluid milk requirements — except for seasonal 
surpluses — Class I formulas based on prices of manufactured dairy 
products appear to have lost their usefulness. 

Class I formulas are needed in federal order markets primarily 
in order to bring about promptness of price changes. Manufactured 
dairy products formulas have filled this need in many markets and 
in addition have performed another useful function of determining 
the level of prices even over considerable periods of time. Incident- 
ally, they also took a lot of responsibility off the shoulders of pro- 
ducer leaders, handlers and government. 

In developing a Class I formula the Boston Committee naturally 
tried to find some combination of factors that would function in 
the east as manufacturing values had in the mid-west, something 
that would dictate the level of the price as well as move it promptly. 
The relatively new type of formula the Committee developed uses 
several series of data in combination to reflect variations in the de- 
mand for and supply of milk. To date there has been no demonstra- 
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tion of a precise relationship over long periods of time between an 
adequate Class I price and indexes of any of the many series of 
data that might be used to reflect changes in demand and supply. 
Nor IS it logical to expect a precise relationship to endure through 
inflation, deflation and technological change. When first proposed, 
the four series in the Boston formula w^ere 53, 74, 98 and 104 per- 
cent above their respective 1925-19^9 averages. With very little 
scientific basis for weighting, it seems illogical to assume that a 
combination of these four factors will give the correct percentage 
change in the price of Class I milk since 19^5'--1929 I doubt 
whether this new type of formula, regardless of the factors it con- 
tains, can be used as a determiner of the proper level of prices over 
more than a brief period of time. 

The basic idea which led to the selection of factors m the Boston 
formula undoubtedly will be copied by the Philadelphia Commit- 
tee in whatever formula it recommends. The economic senes used 
to reflect general economic conditions and changes in demand and 
supply peculiar to fluid milk, however, are unlikely to be the same 
ones, in all instances at least, as those used in Boston. 

The Philadelphia Committee hopes to be able to work out a plan 
which will use regularly scheduled hearings to determine the level 
of prices plus a formula to change prices betw'een hearings and to 
indicate the level of the price to be examined at the hearings. In 
this manner the Committee hopes to combine the advantages of 
both hearings and a formula. By using the indicated formula price 
as a proposal at each hearing it is hoped to cause the presentation 
of more adequate and related evidence and thus strengthen the 
functiomng of the hearing process. 

I have mentioned the lack of precise relationships between the 
Class I price and the various reflectors of supply and demand as 
one reason why hearings are needed to determine the level of the 
price in relation to the formula factors and then to examine period- 
ically the adequacy of the formula price. There are other reasons. 
No formula of the Boston type will ever contain reflectors of all 
of the price making forces, and even if one does, the various re- 
flectors will not be perfectly weighted. Furthermore, the relative 
importance of price making forces will change from time to time. 

The Philadelphia Committee expects to recommend that price 
changes between hearings occur only as a result of major changes 
in the formula values. For example, if the price is set by the hearing 
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at $6.00 when the formula index is 100 the price will not change 
until the formula moves by an amount equal to a change of twenty 
cents in the Class I price Following the first such change after a 
price hearing, the price will not move again either in the same or 
reverse direction unless a similar major movement occurs in the 
formula value The need for a price change, at least when the 
bracket system is used, is not indicated by the fact that a formula 
index reaches either 105, 110, or any other particular point but 
rather by the fact that a particular amount of movement has oc- 
curred. It is not where the formula index is but how much it has 
changed that is important. 

A partial list of reasons why pricing methods should be expected 
to vary from one market to another w^ould include differences in 
health regulations, in types of farming, m seasonality of produc- 
tion, in the leadership of producers’ cooperative organizations and 
in the availability of unapproved milk supplies, Because of these 
differences, the Philadelphia Committee will make no claim of re- 
commending the one and only method for pricing Class I milk. 
From my vie^^point the method used to price milk in Boston, and 
the methods which will be recommended by Committees in other 
markets are m the nature of experiments. One reason why I recalled 
a brief history of price determining methods was to indicate that 
such experiments have been made before and will need to be made 
in the future if pricing methods are to keep up with changing 
conditions. 
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T he principal objective of a university is to assemble, dis- 
cover, and disseminate truths which will be most useful in 
improving the standards of living of the people whom it serves. 
Hence, in setting down principles for pricing of market milk, the 
first question which a university researcher may logically raise is: 
Is the pro'posed pricing policy in line with public interest? Does it 
tend to encourage the maintenance and expansion of sales of 
market milk in line with nutritional needs? Does it tend to promote 
harmony between producers and dealers and to put a stop to milk 
strikes which in the past have been costly to all groups? 

A second question: Is the proposed pricing policy fair to the various 
interests involved? Is it fair to farmers? Is it fair to dealers? Is it 
fair to labor? 

A third question* Is the proposed pricing policy workable? Alarge 
number of proposals for policy changes are impractical because for 
one reason or another they would not be accepted by the groups 
affected. Eventual acceptance by both producers and dealers is 
essential to the practical operation of any milk pricing policy. 

Keeping in mind the above facts, the following principles are 
suggested as a basis for determining the price of market milk used 
in whole form: 

1. Both milk and cream for any market should he produced in areas 
where costs of getting milk produced plus transport costs are the lowest. 
If Minnesota or Illinois farmers can produce high-quality milk and 
transport it to Florida or Texas more cheaply than it can be pro- 
duced in these states, it should be produced in Minnesota. From 
a public viewpoint, consumers are interested in getting high- 
quality products at reasonable prices. An underlying basis for the 
high standards of living in the United States has been the applica- 
tion of the ‘law of comparative advantage,” wherein goods are 
produced in low-cost areas. Michigan and New York produce large 
quantities of apples, but no oranges; most of our oranges are pro- 

* A paper given at tte Annual Meeting of the American Farm Economic Asso- 
ciation, Green Lake, Wisconsin, September 14, 1P48 


438 



Principles for Pricing Market Milk 


439 


duced in California and Florida, where the natural advantage of 
climate results in low-cost orange production. 

Cream can be shipped long distances at relatively low cost. 
Costs for hauling cream are about one-tenth of those for hauling 
market milk. Much cream is still being separated from market milk 
in several eastern markets In New York City, for example, a 
major part of the cream used is obtained from milk produced in 
the New York milkshed. As a long-time program, it is good eco- 
nomics for eastern markets to use as market milk as large a pro- 
portion of its total production as possible and to make up shortages 
with shipments of cream from the surplus producing areas of the 
midwest. In some markets this will necessitate shifting of some 
producers from one milkshed to another or working out some 
method for intermarket shipments of milk. 

2. The price for marJcet milh (Class 1) should be established in a 
federal order so that it automatically goes up or dovm in line with 
some dynamic factor, such as prices of manufactured dairy products, 
consumers* income, other farm prices, or some combination of these 
price series. During World War I there was an epidemic of milk 
strikes throughout the country accompanied by physical violence, 
dumping of milk, and much bitterness between milk dealers and 
dairy farmers over the question of pricing of milk. In sharp con- 
trast to this situation, during the past eight years most markets 
have had no milk strikes and, for the most part, producers and 
dealers have worked together to use the milk produced in the best 
way possible to meet a shortage of this important product. W’^hy 
this difference? 

This difference can be attributed to: First to the nation-wide 
acceptance of collective bargaining between dairy farmers and milk 
dealers; second, to the operation of federal milk orders in some 30 
markets in which milk prices have been geared to change automat- 
ically with changes in prices of manufactured dairy products; and 
third, to a 14-year period of rising prices. 

3. The price for market milh (Class 1) should be established at 
premiums above prices of manufactured dairy products sufficiently 
high to get a blend price which will encourage enough but not too much 
milk to meet market needs. Bottom prices of manufactured dairy 
prodvxis should be kept as high as practical to prevent Class I prices 
being too high, and to prevent dealers who handle a large volume 
of surplus milk from having an unfair advantage over dealers 
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whose purchases are largely for Class I sales. A monthly average 
of around 30 percent above Class I requirements is necessary to 
meet day-to-day changes in production and sales. 

4. Since it is uneconomical to produce large quantities of Grade 
A or other high-priced milk to be manufactured into lower priced 
surplus products, 'premiums paid for Class I milk above pi ices for 
manufactured dairy products: 

(a) Sliould be larger in months of low production and smaller in 
months of high production to encourage an annual production more 
nearly in line with a markefs need for milk and 

(b) Should be raised on an annual basis if there is too little milk to 
meet whole milk requirements^ and lowered if the blend price results in 
too much milk in the shortage months to meet whole milk requirements 

The Boston Milkshed Price Committee is to be commended for 
its action in providing for an automatic increase in Class I premi- 
ums when production in relation to Class I sales is too low and a 
decrease in these premiums when production in relation to Class I 
sales is too high. 

To stimulate thinking, on July 8, 1 presented an application of 
the Boston principle of flexible premiums at a federal order hearing 
in St. LfOuis. Present St Louis premiums above condensery prices 
are $1.35 per 100 pounds from July to December, $1.10 from 
January to March, and 90 cents per 100 pounds from April to 
June. A study of St. Louis production and sales in recent years 
showed that a surplus of 38 percent above Class I sales was neces- 
sary to provide a necessary monthly surplus and seasonal surplus 

The adjustments suggested were* (1) If actual surplus for the 
past year is less than 38 percent above Class I sales, add 3 or 8 
cents per 100 pounds for each percent that actual surplus is less 
than 28 percent, if actual surplus were more than 38 percent above 
Class I sales subtract 3 or 3 cents per 100 pounds for each percent 
that actual surplus exceeded 38 percent. Additions or reductions 
to premiums would be effective for each of the next 13 months. 

This method would provide an automatic change in premiums 
above condensery prices every year, and each year call to producers 
attention the importance of producing enough but not too much 
milk to meet Class I needs. 

The computations for arriving at the amounts that would have 
been added or subtracted from premiums paid for Class I milk 
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above the 23 condensery average price in the St Louis market from 
1941 to 1947, are shown as follows 


Propor- 
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1941 

62 

38 

28 

-10 

20 

$- SO 

1942 

77 

23 

28 

4- 5 

+ 10 

+ ,15 

1943 

88 

12 

28 

+16 

+ 32 

+ 48 

1944 

83 

17 

28 

+11 

+ 22 

+ 33 

1945 

84 

16 

28 

+12 

+ 24 

+ 36 

1946 

89 

11 

28 

+17 

+ 34 

+ 51 

1947 

88 

12 

28 

+16 

+ 32 

+ 48 
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EFFECTS OF TECHNOLOGICAL CHANGES ON COST 
REDUCTION IN AGRICULTURE: RECENT 
AND PROSPECTIVE CHANGES* 

Guen T. Babton 
Bureau of AgncvUural Economtca 

R ecent and prospective changes in technology and cost re- 
duction in American agriculture can best be appraised 
against the background of changes over the last quarter of a cen- 
tury. Violent fluctuations in the price level over this period have 
obscured the significant effects of such changes. Recent studies of 
the Bureau of Agricultural Economics, which involved construc- 
tion of series of constant-dollar costs of production or production 
inputs, and other related data, provide the basis for a broad ex- 
amination of technological forces and cost reductions for United 
States agriculture as a whole.^ 

Since World War I all inputs per unit of farm output in the 
United States have been reduced by 25 percent During this period 
total production inputs — ^land, labor, machinery, and other mater- 
ials valued in constant dollars — ^increased about 15 percent, and 
the volume of farm output rose by 50 percent Reductions in in- 
puts per unit of output were due mainly to the rise in volume of 
output, not to a decrease in total production inputs. Both the 
rise in output and the increase in production efficiency resulted 
mainly from technological forces that raised production per farm 
worker and per man-hour, per crop acre, per breeding unit of live- 
stock, and per unit of farm power and machinery. 

Although the upward trends in efficiency of farm production are 
definite and long-time, some cyclical movements appear to have 
been conditioned by war and depression and the accompanying 
variations in economic conditions. Total production inputs rose 
slightly during and following World W^ar I when farmers were 

* ^ paper given at the Annual Meeting of the American I’ann Economic Asso- 
ciation, Green Lake, Wisconsin, September 14, 1948. 

^See IJ,S,D.A. Miscellaneous Publication 630, Progress of Farm Mechanization, 
by Martin R. Cooper, Glen T, Barton, and Albert P BrodeD, 
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beginning the transition from animal power to mechanical power 
and equipment. During the depression and drought period of the 
1930’s, total inputs declmed. Over the mterwar period as a whole, 
however, total production inputs changed very little, while volume 
of output generally rose. 

The World War II period witnessed an unprecedented rise in 
farm output. Total production inputs also increased as farmers 
added greatly to their inventory of power and machinery, doubled 
their use of fertilizer, and generally increased the use of production 
goods necessary to our modern way of farming. The long-time 
downward trend in inputs per unit of output continued during the 
early part of the war. Smce 1942, however, total production inputs 
have continued to climb chiefly because of increased mechaniza- 
tion, while volume of farm output has not increased nearly so much. 
As a result, there has been a halt in the declme in inputs per unit 
of farm output. 

There is every reason to believe that technological forces will 
effect further reductions in inputs per unit of output over the 
longer period ahead. But this may not be the case in the next few 
years of transition. Farmers are better stocked with power add 
equipment in relation to cropland area than at any other time on 
record. Compared with 1940 farmers now have more than twdce 
as many tractors, combines, mechanical corn pickers, and milking 
machines, and nearly 50 percent more total power and machmery. 
And they are likely to continue to add to machinery inventories 
as long as farm incomes remain high. Inputs of power and equip- 
ment will increase, probably by a greater amount than inputs of 
farm labor decrease, as mechanization proceeds to smaller farms, 
and as larger farms are further mechamzed. 

It is physically possible to expand farm output considerably m 
the space of a few years by greatly increasing the use of fertilizer, 
and by more intensive and widespread use of known improved 
production practices. But even with the further mechanization 
that is m prospect our farmers are not likely to increase total out- 
put greatly in the immediate future Favorable weather has played 
an important part in the high level of farm output in recent years. 
Further advances in the technological forces which raise crop and 
livestock yields may have to compensate for a return to average 
growing conditions during the next few years. With moderate in- 
creases in output, and a continued high level of production inputs. 
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inputs per unit of output may show little change, and may actually 
increase in the immediate future. 

Over the next generation the long-time trend in efficiency of 
farm production or cost reduction should persist Farmers will be 
able to increase their production at least as fast as our total popu- 
lation increases. Undoubtedly there will be a further replacement 
of horses and mules by mechanical power. This will add another 
15 to 20 million acres of cropland to the more than 55 million acres 
already released from production of feed for workstock to output 
of products for the market. But replacement of animal power by 
mechanical power will have a gradually decreasing effect on farm 
output as the number of horses and mules approaches a minimum. 
On the other hand, greater timeliness in farmmg operations owing 
to increased mechamzation will add to our annual output. 

Continued downward trends in total labor requirements and in 
farm employment seem certain Net change in the total area of 
our cropland is likely to be slight Production per acre will probably 
show an upward trend because of even greater use of fertilizer, lime, 
better seeds, and soil-building practices, and of new improved 
techniques not now on the horizon. In short, the next generation 
should witness a continuation of the technological forces that have 
resulted m reductions in inputs per unit of output over the last 
generation. 

The future rate of decrease m inputs per umt of output may not 
be as great as in the last quarter of a century More of the increased 
mechanization in the future may have to be charged to less drudg- 
ery and more comfortable working conditions, rather than to in- 
creased production efficiency. Labor-saving machines may be 
costly and less efficient on smaller and less productive farms. But 
in many instances these machines may provide the farm operator 
with free time to engage in profitable nonfarm work. 

If past trends in the composition of production inputs continue, 
our farm people will pay cash for an increasing proportion of their 
production inputs. With a high percentage of cash production 
costs, farmers will be increasingly vulnerable to future fluctuations 
in prices of production goods and in prices of farm products. 



EFFECTS OF TECHNOLOGICAL CHANGES ON 
NORTHEASTERN AGRICLH.TURE* 

Herrell DeGraff 
Cornell Umver&ity 

T echnological innovation in Northeastern agriculture 
has taken place in a system of farming long established and, 
in some respects, considerably matured under the patterns of 
regional competition and the farming methods of an earlier day. 
As far back as the turn of the century, agriculture in the Northeast, 
had already attained its maximum expansion in number of farms, 
farm acreage, and even in number of dairy cows. 

And by no means is the technological change all of recent vin- 
tage. Strong forces were at work at least as early as 1870 A rising 
degree of commercial production was steadily displacing the tradi- 
tional, highly self-sufl5cient Down-East farm economy. Horse- 
powered equipment was rapidly introduced, and improvements, 
both in crops and livestock and in crop and livestock management, 
were much greater in this early period than is now generally ac- 
knowledged Perhaps the most outstanding example of the im- 
provement was a 70 percent increase in milk production per cow 
between 1870 and 1900 — ^nearly twice the increase in milk yield 
that has been accomplished in the Northeast by all the cow and 
cow management improvements since then The total of such 
developments in the 30 years prior to 1900 resulted in a 50 percent 
increase in the crop and livestock output of the eleven North- 
eastern states. 

But technological changes in transportation and in food proc- 
essing and handling were then adding to the competitive pressures 
on Northeastern farmers. In the 30 years following 1900, North- 
eastern farm production increased only 1^ percent. One acre in 
four of the land farmed at the beginning of the century had been 
abandoned by 1930 One in four of the farm labor force had moved 
to other areas or other jobs as alternative employment came to look 
more attractive than the opportunity on many of the less produc- 
tive farms. Such evidence indicates that agriculture in the North- 
east had retracted even before the Great Depression 

* A paper given at the Annual Meeting of the American Farm Economic Asso- 
ciation, Green Lake, Wisconsin, September 14, 1948 
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More recently the increasing tempo of technological change has 
been a revitalizing shot in the arm. Crop and livestock output in- 
creased 28 percent from the early Thirties to the mid-Forties. 
Farm acreage remained essentially unchanged. But increased 
mechanization both in the fields and at the farmsteads, improved 
breeding and feeding practices, better disease and pest control, 
improved crop strains, a near doubling of fertilizer usage, and simi- 
lar advances, have boosted output per acre, per animal, and per 
labor hour. Marked shifts have taken place in the combination of 
production factors, and the technical problems of management 
have been sharply increased. 

How much unit costs of production have been reduced by these 
changes in Northeastern agriculture we do not have evidence to 
show. But physical inputs per unit of output, at least on some im- 
portant Northeastern enterprises, have decreased sharply. 

For example, during 1914-18, hens on New York cost-account 
farms laid an annual average of 87 eggs. In 1929-33, production 
per bird was up to 135 eggs, and in 1939-44, up to 163. Production 
per labor hour increased from 54 eggs in the World War I period 
to 96 eggs in the early Forties. Feed consumption in thela3dng 
flocks was 9.2 pounds per dozen eggs in 1914-18 and 7 2 pounds 
in 1939-44. 

Assuming comparable changes throughout the Northeast; if 
the 533 nnllion dozen of eggs produced in the eleven states in 1944 
had been produced at World War I rates of feed and labor eflSci- 
ency, feed consumption by the laying flocks would have been 
greater by 500,000 tons. Labor requirements in egg production 
alone would have been greater by 48 million man-hours. While 
labor required to produce the additional feed and to care for the 
hens would have been equivalent to year-round work for 20,000 
farm workers. 

Another example of increased output at low cost is the use of 
DDT for potato leaf-hopper control. This insecticide is apparenty 
adding 10 to 15 percent to acre yields at a rather insignificant 
cost increase over the spray schedule formerly applied. 

Then, of course, there is the shift from horses to tractor power. 
Northeastern farmers have decreased horse numbers relative to 
their crop acreage even more than the national average. From 
World War I to World War II, New York cost-account farmers re- 
duced the number of horses on their farms by 55 percent, but they 



Technological Changes and N ortheastern Agriculture 447 


decreased the number of horse-hours worked by 75 percent. Many 
farmers are keeping a last team of horses on the farm out of senti- 
ment, but have retired them to pasture (on horse social security) 
where they will live out the rest of their days. A farmer cannot pay 
going wages, or earn the equivalent himself, and slow up accom- 
plishment as IS done when horses are used. At cost-account farm 
rates during the early Forties, it cost $5.50 an acre for labor, power, 
and equipment to plow an acre with horses, but only $2 an acre 
with a tractor. Northeastern farmers now have more tractors per 
hundred acres of cropland than does any other region of the coun- 
try — ^not because they have need for more tractor power per farm 
but because many farms with tractors have only a few acres of 
crops, and still the tractor is cheaper than horses. 

Item after additional item of crop and livestock improvement or 
of innovation in production method and equipment might be added 
until the total became truly indigestible but each one would merely 
illustrate the same story in greater or lesser degree. 

Agriculture in all regions of the country is in a tightspun upward 
spiral of technological progress. Every commercial farmer is under 
pressure to keep up with the rising tempo of innovation or he will 
lose out on a unit-cost-of-production basis to other farmers who 
push on ahead. That is as true in the Northeast as elsewhere. 

Perhaps it is even more true Because of its very large urban 
population the Northeast produces only a third of the food con- 
sumed in the region. Other areas are already geared to shipping 
large quantities of produce to Northeastern markets. If the farmer 
in the Northeast does not keep up with the advancing technology 
that is applicable to his business, he may soon face difliculty in 
the market and have an mcreasmg problem in squeezing a profit 
from between his unit costs and the market price. 

The probability is we have only begun to see the technological 
changes that will come in the years ahead. They will continue to 
change farm organization, factor combinations, and management 
problems. They will continue to boost farm output, and probably 
to reduce total inputs relative to outputs Whatever net contribu- 
tions are made to success in farm operation and to national wel- 
fare, there will be many problems for farm economists growing 
out of the changes. 



EFFECTS OF TECHNOLOGICAL CHANGES ON COST 
REDUCTION IN AGRICULTURE: EFFECTS 
IN THE MIDWEST* 

J E. Wills 
Univemty of Ilknois 

I N GENERAL the characteristics of agriculture in the north 
central states have favored rapid and widespread technological 
changes. Such changes have either increased the product per acre 
of land or animal unit, or decreased inputs of production factors, 
particularly labor. More than thirty years of cost accounting in 
Illinois, mainly by R. H. Wilcox, provides a good deal of informa- 
tion regarding the effects of technological changes throughout the 
Midwest. 

Crop Y%elds 

During the 1920’s corn yields on Illinois cost accountmg farms 
were rather stable at 45 to 50 bushels per acre Yields were low in 
1933 as well as in 1934 and 1036. Beginning with 1937, yields in- 
creased phenomenally to a three-year average peak of 70 bushels in 
1941-43. It is estimated that the complete shift to hybrid seed ac- 
counts for a 20 percent increase in yield: this is about half of the 
increase on the accounting farms from the level of the ‘‘twenties.” 
The other half of the increase was the result of favorable growing 
seasons, increased mechanization, and better land treatment, in- 
cluding legumes and fertilizers. In several of the years of highest 
yields the planting season was quite unfavorable, but mechaniza- 
tion made it possible to get the crops m the ground on short notice 
when the rains stopped. Even in a normal year the better seed beds 
and more timely planting made possible by tractor power have a 
certain but undetermined effect on yields. 

Soybeans were first grown for beans on Illinois cost account 
farms in the early “twenties.” Early yields averaged 15 to 20 
bushels per acre. Yields increased steadily to a three-year peak of 
30 bushels in 1937-39. New varieties had an important effect. Also 
it vras a case of farmers learning how to grow a new crop. The fact 
that these particular farms were rather highly mechanized enabled 
them to quickly acquire the “know-how.” 

* A paper given at the Annual Meeting of the American Farm Economic Asso- 
ciation. Green Lake, Wisconsin, September 14, 1948 
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Yields of oats and wheat have also increased on these farms, but 
in neither case has the increase been as striking as for corn between 
1937 and 1942 or for soybeans between 1928 and 1938. From the 
rapid rate at which improved varieties of oats are being extended 
at the present time it looks as if the effect on average yields may be 
comparable to that of hybrid corn. 

The purchase of fertilizers has increased a great deal, particu- 
larly in the past five years. The effect of these fertilizers on yields 
of the accounting farms is obscured by the fact that yields of both 
corn and soybeans have declmed in recent years. It should be noted 
that the cost account farms are in an area where corn and soybeans 
production have been particularly intensive* the two crops have 
been grown on about three-fourths of all tillable land. Lower yields 
reflect this intensive use. 

Labor and Crop Production 

The most striking effect of mechanization has been the reduction 
of labor in crop production. On cost account farms the hours re- 
quired to grow and harvest an acre of corn has steadily declmed 
from over 18 before the days of the tractor to between 6.5 and 7 
hours now that the horse has been almost entirely displaced in 
corn production. In soybean production labor requirements de- 
clmed from 13 hours per acre in the early 1920’s to just over 4 hours 
in 1936 This was the period of rapid expansion of the combine: 
incidentally, we would not have had the rapid expansion of soy- 
beans in the corn belt except for the combine. Since 1937, when 
the last soybeans were threshed on the cost account farms, average 
labor inputs per acre have not changed. 

Changes in Livestock 

Although the effects of technological changes in livestock pro- 
duction are not as spectacular as those in crop production, they 
have been significant. On Central Illinois cost account farms the 
corn required to produce 100 pounds of hogs declined from 502 
pounds in 1920-24 to 421 pounds in 1942-46. Better breeding, 
better feeding, and better control of parasites and disease all con- 
tributed to the decline in corn requirements. Better feeding is in- 
dicated by an increase in the tankage equivalent per 100 pounds 
of pork produced from 15 pounds in 1920-24 to 26 pounds m 1942- 
46. Better sanitation and better feeding are indicated by an in- 
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crease in pasture charged to the hogs from .5 to 4.^ animal unit 
days per hundred-weight produced. On the cost account farms, 
which are not in a major hog area, there has been no significant 
change in the labor requirement on hogs 
Dairy cost studies have been made in Northern Illmois at three 
different periods, 1911-12, 1927, and 1936-37. Milk production 
per cow averaged 6,800 pounds m the first study, 8,000 pounds in 
the second, and 8,300 in the last The quantities of concentrates 
and hay fed per cow remained about the same; quantities of silage 
and other roughage declined materially. The days of pasture were 
materially increased and the quality greatly improved. Improved 
breeding, disease control, and better feeding have materially in- 
creased efficiency m milk production. In better feeding the increased 
use of improved pastures has been a major factor. In the studies 
referred to labor per cow declined from 161 hours in 1911-12 to 
118 hours in 1936-37. 


Increase in Cash Costs 

Particularly in crop production the effect of technological 
changes has been to increase the proportion of cash costs. According 
to Wilcox about 75 percent of the cost of producing corn today 
represents a cash outlay, including the purchase price as well as 
operating costs for machinery. This compares with only 35 per- 
cent in 1913 to 1915. In soybean production 70 percent of the cost 
is cash outlay compared to 45 percent in the early 1920’s. 



EFFECTS OP SELECTED CHANGES IN TECHNOLOGY 
ON WESTERN AGRICULTURE^ 

Chaeles M. Ei;Kintoh' 

State College of Washington 

A STEADY progression of technological advances affecting 
western agriculture has resulted in sharp changes in factor 
ratios and labor eflSciency. The major developments affecting west- 
ern production, mainly tillage and harvesting equipment and 
tractor povrer, have, of course, been common to other sections of 
the country. Other common developments having notable effect in 
the West are the mechanical potato picker, power orchard sprayers, 
and in the chemical line, the recent applications of D.D.T. and 
weed sprays. Biological developments in agricultural production 
have likewise played a major part on a broad front in maintaining 
agricultural output and reducing unit costs. 

Limitations of time and facts preclude a broad survey of the ef- 
fects of technological changes on western agriculture. Conse- 
quently, it seems appropriate to concentrate primarily on impor- 
tant changes in the farm economy of the Palouse Tvheat-pea area 
of Washington and Idaho which have been associated with techni- 
cal changes between 1919 and 1944. Comparisons for this period are 
derived from data obtained from comprehensive farm records 
taken from what are believed to be a representative group of 
Palouse farms during 1919 and 1920 and during 1942 and 1944.^ 
The years between the wars witnessed the almost complete dis- 
placement of horses and mules by tractors; first, the wheeled 
variety and later, track laying tractors. This change was accom- 
panied by the abandonment of threshing machines in favor of 
successively improved combines. In addition, there have been 
many other developments in tillage machinery made possible by 
the introduction of tractor power. The hilly Palouse with its deep, 
wind blown loam soil was well adapted to these large scale changes 
in technology. 

Sharp changes in factor relationships accompanied or closely 
followed the technical advances. Average farm size, as indicated 

* A paper given at the Annual Meeting of the American Farm Economic Asso- 
ciation, Green Lake, Wisconsin, September 14, 1948. 

^ Keith Carter, recent graduate student at the State College of Washington, pre- 
pared work sheets from which these data were taken. 
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by crop acres, increased from ^91 acres in 1919-19^0 to 498 acres 
as of the 1942-1944 average. This average increase of almost 70 
percent in crop acres per farm was accompanied by an average in- 
crease of only 0.2 of one man equivalent per farm For the earlier 
period, 1.8 average man equivalents per farm were reported as 
against two man equivalents per farm in the latter period. Accord- 
ingly, the average crop acres per man increased from 160 crop 
acres to 250 between the two dates. 

The shift from horses and mules was reflected by the Palouse 
farm data which shows an average value of horses and mules oh 
farms in 1919 and 1920 of $1,230 and a negligible value in 1942-44. 
Power equipment, on the other hand, reported as negligible in the 
earlier period averaged $2,600 in 1942-44. Average machinery and 
equipment investment per acre increased from less than $5 00 
per acre to more than $10.00 per acre between the two dates 
Average machinery and equipment investment per man, of course, 
increased even more strikingly as the figure rose from $700 to 
$2,600 during the period. Average total capital per farm which 
increased from $50,000 to $71,000 reflected the increased quantity 
and value of machinery and power equipment, as well as the in- 
crease in number of acres operated per farm. Land values were 
higher in the*earlier period standing at an average of $154 per acre 
for 1919-20 as against $124 per acre average for 1942-44. Real 
estate, which constituted 90 percent of the value of all capital per 
farm in the early period amounted to 87 percent in 1942-44. 

Machinery and equipment, on the other hand, increased from 
less than three percent to more than seven per cent of total average 
capital. 

Changes in net farm income considered as the return to capital 
and management 'were no less striking than w^ere the physical re- 
lationships already considered. The increase in average net annual 
farm income from below $3,000 to almost $17,000 was not attribut- 
able alone to changes in technology During the 1919-20 period 
almost one-third of total crop acreage was reported in summer 
fallow. This is in sharp contrast to the approximately five percent 
of the crop acreage report in summer fallow in the 1942-44 period. 
A very large part of this shift away from summer fallow represented 
crop acres put to growing dry field peas. It appears that the great 
war period demand for dry peas was largely responsible for the 
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substantial increase of this crop which sold at highly remuneratn^e 
prices ranging up close to $5.00 per 100 pounds. 

Expanded net farm income in the wheat-pea area, as between 
the dates under consideration, took place notwithstanding rela- 
tively less favorable price relationships during the latter period. 
During 1919 and 1920 the Washington State wheat price index, 
on a 1910-1914 base, was about 50 points above the index of prices 
paid by farmers. In marked contrast, the 1942 and 1944 price re- 
lationships show the Washington wheat price index lagging prices 
paid by farmers by about 25 points. This disparity between wheat 
prices and prices paid by farmers was, of course, adequately 
corrected subsequent to 1944 and the farm income experience has 
happily improved. 

Continued development in chemical techniques for weed con- 
trol may provide a further important cost reducing improvement 
for this area, which still leans heavily upon costly fallow ing practices 
is the leading method of weed control. 

Aside from important improvements in pest and disease control 
materials and methods, the fruit industries of the West have made 
relatively little gain in a technological way. Livestock production 
is, of course, even more noteworthy m this respect 



TECHNOLOGY AND THE COST STRUCTURE 
ON SOUTHERN FARMS* 

Chables R. Satrb 

Mississippi Agricidtural Experiment Siation and 
Bureau of AgncvUurcd Economics 

T he current turning point from shortages to numerous sur- 
pluses finds much of southern agriculture in the throes of 
continuing transition from mule to tractor power, from declining 
specialization to further diversification, and from small to medium- 
sized operating units. These circumstances present an involved 
setting for consideration of the ‘‘push” and “pull” of technological 
advancements and the farm-costs structure in the South. 

Technology, Production Combinations, and Costs 

Clarity is gained by differentiating between two main groups of 
technological advancements which affect production combinations 
and in turn the costs structure in farming. Group I consists of 
simple technological changes. They can be made within the frame- 
work of prevailing sizes and types of farms. These advancements 
increase output and lower unit costs without substantially altering 
the factor combinations. As long as market gluts are avoided, 
simple technological advancements increase returns to each of the 
factors of production After a time lag, downward adjustments in 
price reflect a part and sometimes all of the lower costs. Individual 
enterprisers who adopt new varieties or increase the rate of appli- 
cation of nitrogen fertilizer at an early stage take advantage of the 
time lag before widespread adoption of the improvement and for 
a while they increase their own net income in both an absolute and 
a relative sense. 

In general, the simple technological advancements of group I do 
not affect overhead costs directly, but they do change variable 
costs directly and substantially. Obviously, a SO-bushel per acre 
increase in yield of corn brought about by the addition of 60 pounds 
of nitrogen at approximately cents a pound means lowered 
costs. The new organic insecticides for control of boll weevils, 
aphids and boll worms, such as benzene hexachloride and chlorin- 
ated camphene, lift the yield ceiling for cotton with very little 

* A paper given at the Annual Meeting of the American Farm Fconomic Associ- 
ation, Green Lake, Wisconsin, September 14, 1948 
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increase compared with the costs when calcium arsenate plus 
nicotine is used. Anhydrous ammoma applied directly into the soil 
as a source of nitrogen upon approximately 500,000 acres of cotton 
lowered variable costs on those farms. From the standpoint of 
crop responses, anhydrous ammonia gives results equivalent to 
ammonium nitrate pound for pound of nitrogen. A pound of mtro- 
gen costs about 7 cents in ammonia and approximately 12 cents in 
nitrate form. Handling ammonia with pressures between 200 and 
250 pounds per square inch means that costs of farm storage and 
field application are higher than for dry nitrates, but these costs 
will not absorb more than half the difference 

On southern farms, as elsewhere during wartime “shortages,” 
production was extended much beyond lowest costs combinations. 
Therefore, the pull for simple technological advancements re- 
flected the larger volume of production at more nearly the highest 
profit combinations Shortages of fertilizer and labor also stimu- 
lated many farmers to seek new techniques. Unfortunately, the 
potential supplies of cotton and flue-cured and dark tobaccos may 
agam result in a situation in which simple technological advance- 
ment must push its way into production combinations strictly 
from a costs standpoint. This may have to come in the face of 
reduced volumes per operating unit and in the aggregate for many 
products. 

Farmers in cotton-growing areas are unlikely to gain directly, 
compared with other areas in the United States, in terms of relative 
levels of income from simple technological advancements. Actually, 
limitations growing out of the fact that such a large segment of 
costs for cotton and tobacco are costs for hand labor will probably 
cause producers of those crops to fall farther behind when only 
simple technological advancements are considered. The greatest 
contribution that simple technological advancements can make 
toward improving the cotton situation in the United States is by 
improving the competitive positions through lowered costs and 
prices for that fiber in relation to synthetics and foreign-grown 
lint. A large share of the direct benefit therefrom will accrue to 
consumers of cotton goods rather than to cotton farms so long as 
the basic production combinations remain about as they are now. 
Recognition of mutual interests by producers and consumers of 
cotton is imperative. Unfortunately, an approach through price 
alone will not work toward the long-term best interests of either. 
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Com/plex Technological Advancements 

Group II, or complex technological advancements, alter factor 
combinations substantially and change considerably the share 
going to each factor of production Their adoption requires the 
reshaping of a high proportion of existing sizes and types of farms 
Generally, complex technological advancements increase the out- 
put of the individual farm and the income of the individual enter- 
priser, but they may or may not increase the output at a given 
price for a particular farm product. Their effect upon total output 
for a product depends upon natural limitations to effective use of 
new methods and upon shifts in relative profitableness between 
enterprises with new methods. Inevitably, they affect in far- 
reaching ways both overhead and variable costs. 

Complex technological advancements change both the capacity 
and efl&ciency of the factors of production in their relationships to 
one another.^ The spindle type of cotton picker changes the capac- 
ity of labor for capital from 1 laborer in combination with a 8-dollar 
pick sack and approximately 5 dollars additional capital invest- 
ment for scales, trailers, and other service items per hand picker 
to 1 driver in combination with a $7,800 machine. One man picking 
by hand would commonly harv’^est 150 pounds of seed cotton or 
approximately a third of the yield from one acre in one day. The 
picker and its operator would gather 7,500 pounds of seed cotton 
in one day in cotton yielding 450 pounds of lint per acre. Similarly, 
the capacity of labor for management would be altered. 

But mechanical pickers alter the basic combination of produc- 
tion factors for only one operation — that of harvesting. Either 
hill-drop planting or cross-cultivation may be used to eliminate 
hand chopping in obtaining a desirable stand. The one remaimng 
peak load for hand labor in production of cotton in the ‘‘rain- 
grown’’ areas is the control of weeds. Prospects are promising for 
effective use of chemicals, particularly petroleum derivatives, to 
control grasses in cotton This may eliminate the remaimng hand 
operations. Taken alone, any one of these innovations will affect 
somewhat the contributions and the returns to particular factors 
in cotton production Fitted together into a fully mechanized pro- 
duction system, the large seasonal labor demands for cotton 

^ Capacity and eflSciency used as dimensions of productivity, J D, Black, A. G 
Black, Produciton Organization, Henry Holt Co (New York, 1930 ) 157 , 
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eventually may be eliminated. With mules for power and family aid 
in hand hoeing for weed control and picking, one man can handle 
about 10 acres of cotton, and a little corn in addition With full 
mechanization, assuming the development of mechanized weed- 
control techniques that are effective, one man may be able to 
handle 100 acres of cotton plus a substantial acreage of small 
grains, grain sorghum, or soybeans in the alluvial areas. With these 
complex technological advancements, the capacity for labor of 
alluvial land in the Mississippi Delta would be greatly reduced; 
for capital it would be greatly increased, and for management it 
would be altered in kind. 

With current transition forces at work, the necessity of hand 
labor for weed control, and the high prices of mechanical equipment 
current costs on southern farms are extremely high As m the case 
of simple technological advancements, the pull for mechanization 
has reflected profit combinations that are not coincident with 
minimum costs and shortages of labor It would appear that supply 
accumulations during the next ^ or S years will mean that mechan- 
ization and other complex technological advancements will have 
to push their way into farming systems strictly upon a cost- 
lowering basis. Serious complications and high financial risks will 
arise in this process, as mechamcal power and equipment require 
large initial investments and higher cash operating costs. Larger 
cash reserves will be necessary and chances for financial disaster for 
the individual farmer will be greater during periods of low prices. 

Time limitations do not permit a review of the probable effects of 
technology upon factor efficiency. But, as progress is made toward 
mechanization on cotton farms and elsewhere in the South, the 
reflections in costs of economically efficient combinations of factors 
will provide the key to higher incomes considered both in the ab- 
solute sense and in relation to incomes on farms in other areas. 
Production coefficients and cost ratios for varying qualities and 
quantities of factors used in combinations are yet to be determined 
for many aspects of cotton mechanization and other complex 
technological changes. They represent the job ahead for agrono- 
mists, engineers, and economists They must become the basic data 
for appraisals of complex technological advancements and their 
relationship to farming costs. 



PANEL DISCUSSION ON WORKSHOPS* 

WORKSHOPS A LEARNING PROCESS 

Joseph Ackerman 
Farm FoundMwn 

T he Farm Foundation recently has become interested in 
helping to sponsor workshops in land tenure research, farm 
management research, and in extension problems. The first of these 
held in 1945 brought together a small group of people interested in 
land tenure — and subsequent workshops have been held in tenure 
research each year. These, as well as the farm management one 
held this past summer, will be referred to later and discussed in 
more detail by other members of the panel. It is from the experi- 
ences of these workshops that I want to tell you something of the 
philosophy, objectives, and possibilities of workshops as a means of 
improving techniques m agricultural research and admimmstration. 

A workshop, in the sense we use the term, is a meeting of a group 
of individuals over a long enough period that they can think and 
plan together. They exchange ideas, obtain new slants on old 
problems, and revitalize their techniques to do better work on 
what they are doing. 

There is no uniform pattern for a workshop — ^nor is the technique 
a completely new department in educational theory. In fact, 
activities somewhat similar to those carried on in workshops have 
been held under different names for quite some time. The workshop 
technique is an effort to utilize all of the resources and methods 
available in order to provide that combination of experiences which 
will most effectively meet the needs of those who participate. 

Workshops are designed to give those who attend an opportunity 
to work on important problems without the interruption of the 
telephone, classroom lectures, seminars, and the like. It provides an 
opportunity not only to develop projects and investigate problems 
of individual significance but also enables one to get ideas from 
others and exchange significant experiences by working on similar 
problems 

As most of you know, my work m the Farm Foundation has given 
me an opportunity to become acquainted with the agricultural 

* A panel discussion at the Annual Meeting of the American Farm Economic 
Association at Green Lake, Wise , September 14, 1948. 
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economics research, both past and current, in most of the land- 
grant colleges. I have counselled particularly with those working in 
the field of land economics, and farm management. Early in my 
explorations of the research work I became impressed with the 
need for more emphasis on methodology. Too few colleges offered 
specific courses in research theory and none coordinated agricul- 
tural theory with research methods. Students were expected to do a 
job of problem investigation without an adequate background. 
Moreover, it appeared that land economics research was not receiv- 
ing adequate emphasis in many colleges. 

It seemed desirable, therefore, to stimulate some general interest 
in this phase of agriculture. The matter of what to do was discussed 
with several people and frequently with Director Noble Clark, 
administrative adviser to the North Central Land Tenure. Com- 
mittee, and the late George Wehrwem, Professor at Wisconsin. All 
of us appreciated that the regional land tenure conferences we were 
helping to sponsor did not achieve the purposes of improving in- 
dividual research as rapidly as was desirable. There was need for 
bringing together a small group, for a period sufficiently long to 
provide an opportunity for them to become really acquainted and 
to take an active part in discussions. A two-week workshop seemed 
to offer possibilities. It would provide stimulation for group dis- 
cussion, offer opportunites for individual conferences about specific 
problems, and furnish a well-rounded program of experience 
through the interplay of professional, recreational, and social con- 
tacts. It would advance the understanding of research methodology 
and economic theory and indirectly would improve research in 
land tenure. , 

The ability to communicate with one another is improved as 
people become acquainted. A real effort should be made for 
good fellowship. To do this families of the participants have been 
invited and urged to attend so that a feeling of relaxation and well- 
being can be attained Singing and general jollity around the dinner 
table, campfire, or beach contribute to the ability to communicate 
with one another and give a feeling of relaxation, confidence, and 
security, which is important to personal as well as professional 
life. This ability to communicate with one another helps inattack- 
ing the real problems, situations, or interests of the various partici- 
pants. In order to induce this relaxation of mind which helps in the 
exploring of new avenues of approach, it seems well to have the 
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meeting at a place located away from institutions and the hustle 
and bustle of the busy city m an area which provides recreation and 
yet does not distract participants from the problems under investi- 
gation. 

As originally conceived, and as the workshops have materialized, 
it is very important to have a program balanced between discussion, 
recreation, and individual meditation. The program is recom- 
mended by a planning committee after the critical and suggestive 
report presented by an evaluation committee has been digested 
Generally, though, the program is informal and flexible enough so 
that changes can be made as work progresses and as the steering 
committee (which meets daily during the workshop) sees fit. The 
idea is to have the greatest possible interest and participation by all 
who attend. 

After the first land tenure research workshop, which was held m 
1945 with six men taking part to see what could be done, a proposal 
was made to the North Central Land Tenure Committee and to the 
directors of the agricultural experiment stations that a workshop be 
held in 1946. It was suggested that younger workers in agricultural 
economics be invited. Such a workshop was held at Land O’Lakes, 
Wisconsin, in 1946 and ^0 men attended. The major emphasis was 
upon principles of research methodology with a minimum emphasis 
on subject matter. The participants were unanimous in their 
decision that another workshop be held, and in 1947 a group of 21 
men met at Holiday House, Eldon, Missouri. Again emphasis was 
upon research theory but more time was given than in 1946 to the 
application of theory to specific land tenure problems. Time was 
spent on the matter of conceptionally analyzing the problems, 
setting up the problematic situation, and stating the working 
hypotheses. It was felt, however, that considerably more needed to 
be done in the application of the principles of methodology to speci- 
fic problems. Therefore, at the 1948 workshop held at Science Camp 
University of Wyoming and attended by 30 men, emphasis was 
given to the application of methodology to the planning of a project. 

The North Central Farm Management Research Committee 
recommended that a workshop be held to emphasize the use of 
farm records in research work. This was done this past summer and 
attended by 21 men. As plans developed, it seemed that emphasis 
should be on research methodology. 

I would like to emphasize that methodology as discussed at these 



Workshops a Learning Process 


461 


workshops is not something fundamentally different from that used 
by agricultural workers in the past. It is primarily a shift in empha- 
sis. Major attention is placed upon the need for a complete con- 
ceptional analysis of the problem prior to actually doing any field 
work or gathering any data. More emphasis is given to the planning 
stages, defining the problem, and formulating the hypotheses. More 
thorough planning results in narrowing the problem so that it is 
manageable and understandable. This makes possible a better 
analysis of the problem and more accurate interpretation. 

In addition to the land tenure and farm management workshops, 
the Farm Foundation has contributed to and participated in a 
number of workshops arranged by the Extension Service of the 
United States Department of Agriculture. Durmg the past five 
years the workshop technique has been used a great deal and at an 
increasing rate by extension people for an intensive study of their 
problems. Three workshops for administrative leaders have been 
held; the first in cooperation with the University of Minnesota was 
in 1942; the second, at the University of Wisconsin in 1946; and 
the third, in cooperation with the University of Louisiana in 1948 
These workshops provided a convenient, stimulating means of 
interchanging ideas and practical administrative experience in the 
solution of common problems of management and operation con- 
fronting administrators. 

In addition, the Farm Foundation has participated in and contri- 
buted financially to a home demonstration leaders workshop held at 
Purdue in 1948. Emphasis was on: (1) administrative responsibili- 
ties assigned to state home demonstration leaders and personnel 
for home demonstration work, (2) program development, (3) 
educational programs in newer fields, (4) evaluation of home demon- 
stration programs, and (5) organization of county and community 
to reach more people. 

We also assisted in arranging and participated in a week’s work- 
shop on farm and home planning, held at the University of Illinois 
in 1948. Consideration there was given to making a farm and home 
planning approach to extension better understood. 

We have also participated in the Northeastern Extension market- 
ing workshop held at State College, Pennsylvania, April 19, 1948 
and will participate in the Midwest marketing workshop to be held 
at Ames, Iowa, October 1-7, 1948. 

A workshop is really a way of learning and living together — of 
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sharing democratically. Out of the experiences of the workshops 
held during the past three years somewhat of a pattern has de- 
veloped which offers real possibilities. Each morning, except Sim- 
day, an mtensive four-hour session is held, sometimes for the groups 
as a whole and part of the time for subconunittee work. In the 
afternoons individuals get together for discussions and recreation. 
There are one or two night sessions during the period of the work- 
shop. In addition one or two afternoons are spent in visiting farms 
in the area. 

Working in a group helps to clarify problems and to delineate 
fields of research. A great deal of planning prior to the workshop is 
necessary, so that all of those in attendance have an opportunity to 
give some thought to the problems before their arrival. If one is to 
intelligently discuss problems with others, it is necessary to think 
through just what one hopes to accomplish and to explore the 
broad, basic principles that have a bearing upon the problem. By 
conceptionally analyzing a problem before beginmng to investigate, 
one is more likely to arrive at an accurate answer to the problem. 
Group thinking applied to research problems gives a balanced 
approach to the basic aspects of theory and facts. 
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Max Myers 
Sovlh DaJeota State College 

T he Land Tenure Workshops have sometimes been called an 
experiment in the application of the workshop technique to 
agricultural economics. If that is true, then this member of the 
panel can be considered to have served as one of the experimental 
animals in the experiment, and one which survived three years of 
the experiment without contracting anything more fatal or serious 
than an enthusiasm for workshops 
My mission here is to describe briefly the 1946 and 1947 Land 
Tenure Workshops. These will be discussed in that order and each 
will be treated under three topics, namely* Planning and prepara- 
tion, actual conduct of the workshop, and lessons learned. 

19^6 Land Tenure Worlcshop 

Planning and Preparation: In the thoughts of the planning group 
which set up this full-scale land tenure workshop was the purpose to 
help those working in land tenure research to do a better job. It was 
decided to hold the meeting of such research workers at a place 
where interruptions would be at a minimum and where close per- 
sonal relationships could be developed. It was felt that the group 
should be limited in size to permit free discussion. Invitations were 
sent to directors of experiment stations to name or suggest re- 
search workers from their states. The actual administrative work of 
obtaining the personnel and of making the arrangements for the 
camp were handled by the Farm Foundation. 

Actual Conduct of the Workshop: Twenty participants represent- 
ing IS States, the Bureau of Agricultural Economics, and Farm 
Foundation, met August 12-24, 1946, at Deer Path Camp, Land 
O’Lakes, Wisconsin, Some participants brought members of their 
families so the total group numbered 51 people. They lived in cabins, 
ate at the camp dining room, and shared the northwoods recrea- 
tional opportunities. 

Sessions were held daily from 8*30 A.M. to 12:30 P.M. Commit- 
tee meetings and discussions of individual projects were carried on 
during^afternoons and evenings. The schedule for the morning 
sessions included: 

46S 
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Historical Developments of Land Tenure Research 4 hours 

Theory of Research 8 hours 

Research in Farm Tenancy 12 hours 

Research in Farm Ownership 12 hours 

Collective Tenure 4 hours 

Report on South Central Regional Project 4 hours 

Committee Reports and Summary 4 hours 


The workshop proceeded on an informal basis. Leaders chosen 
prior to the meeting had made preparations and were responsible 
for carrying the program along but the program was flexible and 
the desires of the group directed the discussions. The chairmanship 
and committee assignments were so allocated and rotated as to 
encourage participation by all Of the ^0 participants 10 led dis- 
cussions, 10 served as chairmen of meetings and 14 served as leaders 
or secretaries on subcommittees. Varying methods and approaches 
were used by the different leaders Bulletins were analyzed, project 
statements scrutinized, current projects reported, procedures out- 
lined, bibliographies distributed and information exchanged 

Problems arising at the meeting caused the appointment of three 
subcommittees to consider, respectively, (1) the field of land tenure 
research, (S) criteria to use in analysis of land tenure research, and 
(3) additional information on land tenure needed in the U S census 
A fourth subcommittee w'as appointed to appraise the 1946 work- 
shop and formulate suggestions for a 1947 session 

Lessons Learned at the 19^6 Workshop: The participants agreed 
w’lthout exception that the workshop was very worthwhile and that 
another should be held in 1947. It was felt that the choice of a 
rather isolated location where the workers and their families w'ere 
throwm together to permit a good deal of informal discussion and 
thinking about land tenure research had been justified Criticisms 
of the workshop seemed to center about the need for more practical 
application of the theory of inquiry which had been discussed. 
It was suggested that time might be devoted to subcommittee 
preparation of actual project statements or plans of work. 

X9i.7 Land Tenure Workshop 

Planning and Preparation: The report of the evaluation com- 
mittee at the 1946 w'orkshop laid the groundwork for the action of a 
planning committee which in the autumn of 1946 started prepara- 
tion for the next workshop. Several rather informal committee 
meetings were held to develop suggestions for presentation to the 
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North Central Regional Land Tenure Committee which again 
decided to sponsor the workshop Copies of the 1946 report were 
sent to the directors of agricultural experiment stations who were 
asked to make suggestions for participants to attend in 1947. An 
agenda was developed based on the suggestions from the partici- 
pants m the 1946 workshop. Farm Foundation again handled the 
physical arrangements of selecting a location and sending out in- 
vitations to participants Those selected as discussion leaders sent 
material and suggestions to the participants before the meeting. 

Actual Conduct of the 19i7 Workshop: This workshop was held 
August 11-23, 1947, at Holiday House, Eldon, Missouri. There were 
21 participants who represented 15 states, B.A.E., and the Farm 
Foundation. This group and members of their families occupied 
cottages and rooms in the lodge, and ate in a common dining room, 
overlooking Lake of the Ozarks. 

The meeting procedure followed was similar to that of the year 
before with meetings in the morning and committee sessions and 
informal discussions mixed with recreation in the afternoons. The 
agenda for the formal sessions included the following 

Scope and Content of Land Tenure Research 4 hours 

The Theory of Research m Land Tenure, including methodology 
criteria for evaluation of methodology analysis of completed 
projects, and procedure in development of a new project 16 hours 

Tenure Problems Ahead 4 hours 

Practical Apphcation in Subcommittees of Method previously 
discussed 12 hours 

Philosophy and Purpose of Regional Land Tenure Research 4 hours 

Implementation of Research Findings 4 hours 

Evaluation of the Workshop 4 hours 

As at the previous workshop informality w^as stressed. In order 
to encourage participation in discussions each member vras as- 
signed several positions. A total of 8 men led discussions, 11 served 
as session chairmen. In addition the entire group was five times 
divided into three or four working subcommittees making a total of 
18 subcommittees so that each participant had numerous oppor- 
tunities to work and express himself. This effort was suflSciently 
successful that it was frequently diflScult to distinguish the dis- 
cussion leaders from the others at any^ given session 
In addition to the regular meetings one evening was devoted to a 
presentation, the F.A.O. study on land tenure in foreign countries. 
One afternoon was spent visiting farms which were being improved 
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under the Missouri Extension Service Balanced Farming Program. 
Finally a great deal of the value of the workshop came from the 
conferences and interviews which went on whenever the regular 
sessions were not in progress. 

LessoTis Learned at the lOJfl WorTcsho'p: There was general agree- 
ment that the 1947 workshop was even more successful than the 
very worthwhile 1946 meeting The improvement was attributed to 
a somewhat more logical sequence of discussions, to an agenda which 
carried the group farther into research procedure, and to the use of 
subcommittees to attempt practical application of theoretical 
method However, the principal criticism was that there had been 
too many subcommittee assignments, and too many extra sessions 
in order to prepare subcommittee reports. 

This group which recognized unanimously the value of the Land 
Tenure workshops and felt that there had been an improvement 
between the 1946 and 1947 versions recommended that another be 
held in August 1948, preferably in the Rocky Mountain area, and 
that the major subject matter emphasis be placed on practical 
application of methods of collecting and processing evidence. 
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MaxM. Thabp 
Bureau of AgnculturcH Economics 

T he 1948 workshop was attented by SO social scientists They 
included chiefly land economists, farm-management special- 
ists, and sociologists The majority of the participants were research 
workers actively engaged in specific research studies; a few were 
research administrators. These workers came from 2S States, the 
Department of Agriculture, and the Farm Foundation. Including 
their families, about 70 persons were present at the workshop, and 
in addition several visitors participated in special aspects of the 
endeavor. 

In many respects the program was similar to those of previous 
workshops. Four hours each morning were allotted to intensive 
work in committee sessions. The afternoons were given over to daily 
meetings of discussion leaders, small group conferences, individual 
study, some committee work, field trips, and private consultations. 
Two evening meetings were held to discuss two experiments in 
farm land tenure — ^the Iowa State College Agricultural Foimdation 
farms and the Bluebonnet farms of Texas, which were recently 
assigned to the State Agricultural College. 

The twelve 4-hour morning sessions (Sunday was not included) 


were utilized as follows . 

Introductions and general organization 1 hour 

Current research studies in land tenure 1 hour 

Theory of inquiry and research methods 6 hours 

Criteria for evaluating research projects 5 hours 

Preparation, reporting and discussion of work outlines on 5 
subjects 31 hours 

Special questions on method 2 hours 

Evaluation of the 1948 workshop 2 hours 


The 5 subject-matter outlines, which formed the core of the 1948 
workshop, were concerned with* (1) public lands, (S) land owner- 
ship, (3) landlord-tenant relations,- (4) national policy, and (5) legal 
aspects of tenure. The last subject was added when it was found 
that a larger number would attend the workshop than was originally 
anticipated. This addition was necessary to prevent the working 
committees from becoming too large. 

The basic plan of the 1948 workshop was to lay out in logical 
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sequence a part of the theory of inquiry and to present ideas as to 
applicable research methods and techniques. Working in small 
groups, these ideas were applied conceptually to 5 crucial tenure 
problems in the development of a work outline. The processes fol- 
lowed and the problems encountered in the development of the work 
outlines were then reported to the entire workshop. The group 
as a w^hole offered advice and guidance in adjusting, amplifying, and 
reexploring the theoretical concepts involved in the processes of 
formulating the 5 work outlines. 

Emphasis Tvas placed upon the thought processes involved m the 
use of available descriptive information in the presentation of the 
general problematic situations out of which arise specific tenure 
problems; in isolating and formulating specifically the crucial 
problems involved; in developing hypothetical solutions to the 
problems so defined, in selecting evidence needed to test the hypo- 
thetical solutions; in gathering and processing the evidence; and in 
reportmg and implementing the findings. These steps guided the 
conceptual analysis, but it -was found impossible to complete in 
final form each phase of the job in respective order. Problems were 
redefined as new light was shed on the situation ^vhen committees 
w ere working on the hypotheses and considering the evidence needed. 
The hypotheses were restated as possible solutions fell under the 
scrutiny of the evidence likely to be found. The process was one of 
going back and forth all along the line to reshape, adjust, amplify, 
clarify, delete, or add w^hen necessary as the conceptual analysis 
proceeded toward the possible assumed findings As the work out- 
line progressed, it was found necessary to stop frequently to state a 
presupposition — something assumed by the researcher — and to 
indicate what items needed to be held constant. 

The 1948 workshop was built upon experience and knowledge 
gained at previous meetings. It was similar to former workshops in 
that the theory of inquiry and the consideration of criteria pre- 
viously discussed were used and carried a step further. Small 
working groups endeavored to apply these ideas to the development 
of specific work outlines. It was dissimilar to previous workshops in 
that considerable thought w^as given to project selection and 
development of criteria to guide this job; bulletins w^ere not re- 
viewed and evaluated as had been done in the past in an endeavor 
to shed light on research methods; greater emphasis vras placed 
upon the selection, assembling, and processing of evidence; and 
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more time was available to consider the processes followed in the 
conceptual application of theory to specific land tenure problems. 

Some of the items stressed at the 1948 workshop that deal with 
research methods and techniques may be summarized briefly as 
follows: 

(1) There is a vast difference between a project statement pre- 
pared for administrative purposes and a work outline or plan of 
work prepared to guide the researcher as he goes about his under- 
taking In the workshop, it was the latter that received primary 
consideration- 

(2) A complete conceptual analysis is necessary before the major 
evidence needed m the study is determined upon and its assembly 
undertaken, 

(3) The conceptual analysis should follow a logical step-by-step 
process from a description of the problematic situation through 
isolation of the problem, formulation of hypotheses, selection and 
assembly of evidence, analysis of the data uncovered down to and 
including the reporting and implementing of the findings. 

(4) Throughout this conceptual analysis it is necessary to do a 
sort of spiral or circular thinking, a going back and forth from step 
to step, alw^ays progressing upward, continually redefining, re- 
shaping, and improving the analysis as the thought process leads to 
a better conceptualization of the whole research undertaking. 

(5) It IS impossible to attain perfection or to follow rigidly a 
preconceived sequence of steps Research methods can never be- 
come cut and dried, nor can they be developed into a formula that 
can be handed to an inexperienced vrorker to be followed without 
deviation and further thought, 

(6) One primary aim is to segregate the strategic relevant factors 
into a particularized situation The work of the researcher is well 
along when the problem has been isolated and completely defined. 
As a rule he needs to refine, reduce, and confine the problem in 
order to present clearly the crucial issues, in other words, he needs 
to pin-point the problem, then put it under the mental microscope 
to examine minutely its various parts. This process is essential to 
the formulation of well-grounded hypotheses. 

(7) Selection of relevant evidence is comparatively easy when the 
problem is carefully defined and clear-cut hypothetical resolutions 
are determined Research in social sciences cannot depend upon a 
poorly formulated problem and hard w’ork to guide purposeful 
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social action or to push, out into new frontiers of knowledge. The 
researcher cannot let the facts speak for themselves. They never do 
this; they always speak for or against something. 

(8) The research worker needs to keep clearly before him all basic 
assumptions or presuppositions upon which his study is predicated. 
He has the responsibility of stating clearly all such presuppositions 
as well as the factors held constant in reporting his findings. 

(9) A rigid, logical, conceptual analysis will reduce costs of 
research significantly and will improve its quality immeasurably. 

(10) Reaserch findings m land tenure can be fully tested only in 
the field of actual experience. This must be recognized, for social 
scientists cannot control all of the factors that impinge upon a given 
situation as can physical scientists. 

Fmal answers as to how a workshop on research methods should 
be conducted are not known. However, it is possible to generalize 
tentatively from past experience and some of the ideas may be of 
value to anyone planning a research workshop. The following items 
appear to be the more pertinent* 

(1) All available techniques should be used to obtain maximum 
participation by each and every participant. Some procedures that 
have been used and found helpful are: (a) self introduction, (b) a 
brief report on the individuaFs own research or that of the state or 
agency he represents, (c) frequent rotation of chairmanship and 
secretaryship, (d) constant endeavor to maintain a workshop, not 
a classroom atmosphere, (e) elimination of any distinction between 
discussion leaders and other participants, (f) frequent separation 
into small working groups of o or 6, (g) assembly around a table that 
will facilitate discussion, (h) meals in a common dining room as 
near as possible, in family fashion, (i) use of first name or nickname 
to help along the idea of informality and (j) means of securing punc- 
tuality. 

(2) Be careful not to overorganize the workshop — ^keep it 
flexible, adjustable, and simple; evaluate the process from day to 
day and from year to year; set up guide posts but do not establish a 
guard rail. 

(3) Do not plan extensive preparation by the participants but 
select leaders who will be prepared to perform the duties required 
of them; keep to a mi n imum the materials sent out to participants, 
and send them before the meeting date. 

(4) Isolate the workshop insofar as posable from outside in- 
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fluences such as telephones, radios, newspapers, and other pro- 
fessional activities. Isolation depends chiefly upon selection of a 
meeting place well away from urban influences. An ample assembly 
and recreation hall is to be desired, and separate space for each 
major committee is necessary. Housing should expedite rather than 
make diflScult interfamily association. 

(5) Try to center activities on constructing or building — on 
doing or applying techniques to practical situations. Have no formal 
papers or presentations, no studentj-teacher relationships Try to 
get everyone to participate on an equal basis. 

(6) In the construction or work activity stress thought processes, 
ideas, and conceptualization rather than specific end products. 
The objective should be to affect the way in which people do things 
and how they think together, not to stress the completion of a 
work outline on a given subject or some other specific task. A re- 
search workshop should be concerned primarily with methods and 
techniques rather than with subject matter. Research methods, not 
land tenure, were stressed at the workshop. However, constant 
vigilance was necessary to keep illustrations in the field of land 
tenure rather than engineering or the physical sciences. 

(7) Participants should be chiefly active research workers, in- 
cluding those in graduate training. It is desirable also to have pre- 
sent a few administrators and others who have special qualifications 
or interests. 

Many problems have not yet been solved. Perfection has not 
been attained — ^far from it. It is recognized that the job will never 
be completed, for when growth and change stop, stagnation and 
decay set in. This should not happen. We are convinced that many 
minds, working from many angles, are essential if we are to make 
the progress desired in our social science research. This progress 
can be expedited by constant interchange of ideas and by working 
and thinking together. Progress has been made, but only the first 
lap of the journey has been completed. 



THE 1948 FARM MANAGEMENT WORKSHOP 

K. T. Wright 
Michigan State College 

T he first workshop in farm management research methods was 
held this year. The suggestion for holding a workshop was 
made by the farm records subcommittee of the North Central 
Farm Management Research Committee It was the opinion of this 
subcommittee that since most states in the region were doing con- 
siderable work wdth farm records, it would be a good idea to get 
together for a review and study of research methods being used 
The plans for the workshop, as developed, however, were broadened 
and more than farm records were included in the agenda 
The farm management workshop had three major sections. The 
first of these w^as a summary of recent farm management research 
m the North Central States, with a review of the research methods 
used. The second section was on the theory of research and the scien- 
tific development of research projects in farm management, with an 
analysis of two published bulletins considered from the standpoint 
of the research procedure discussed. The third part of the workshop 
was the actual development of a research project outline on a sub- 
ject of interest to those in attendance 

Two days were devoted to the first section of the program. 
During this time a report was made showing recent research projects 
by states in the region, classified by topics, the same as in the Social 
Science Research Council, Bulletin 52. This report also showed for 
each of the projects the source of data, the amount of time being 
spent on it, date started, date of completion and project leaders 
Also presented at this time was a bibliography of farm management 
publications by states in the region up to the present time, along 
with a listing of current research projects The review of method- 
ology used in recent farm management research covered ’ (a) the 
general method followed, (b) the organization of the project, (c) 
method of analysis, (d) statistical techniques used, (e) trends in 
research procedure, and (f) criteria for determining methodology. 
The evaluating committee of the workshop was of the opinion that 
this part of the agenda served the very useful purpose of informing 
the group of the work being done in the region, and laying the 
ground work for the program that was to follow. 

The next two days were spent on the theory of research and re- 
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lated questions. Several publications on the subject were referred 
to, among which were “Logic, the Theory of Inquiry,” by John 
Dewey, “A Critical Review of Research in Land Economics,” by 
Leonard A. Salter, Jr. and “An Approach to Research Methodology 
in Agricultural Economics,*’ by K H. Parsons. The importance of 
developing one or more hypotheses in the solution of research 
problems was stressed. The error of generalizing from limited facts 
or relationships was pointed out. The importance of knowing the 
nature of the population, the representativeness of the sample, and 
the probability of the same results being obtained in a second study 
were emphasized. Statistical techniques can contribute to more 
sound analysis of relationships that frequently has been done in 
the past Many farm management problems, how'ever, are compli- 
cated interrelationships, the solution of which is beyond statistical 
procedures now developed. The evaluating committee felt that this 
section was very valuable and deserved more time 

After two days on theory, the next two were spent in a critical 
analysis of a bulletin on “Farm Practices” and one on, “Factor 
Analysis.” The workshop group was divided into two or three 
subgroups for consideration of the bulletins, then reports were made 
to the entire committee The major questions raised on the two 
publications were was there a statement of purpose or objectives 
of the study, were there general or specific hypotheses stated or 
implied, w^hat assumptions were made, was the sample such that 
the results could be duplicated, was the method of analysis used 
statistically sound, and were the conclusions drawn warranted from 
the data? The evaluating committee was of the opinion that we 
probably went into too much detail and spent more time on this 
part of the program than should have been. One day spent in a 
general analysis of a bulletin, however, wrould be a fruitful experi- 
ence 

Most of the next five days were devoted to the actual working 
out of a hypothetical research project outline on a farm manage- 
ment aspect of soil conservation. The first phase of this activity was 
planning the project This took one day. After much discussion two 
general hypotheses were selected. Then we carefully described the 
conditions or assumptions under which the study was to be made. 

The second phase of this part of the program was a consideration 
of the information needed to test the hypotheses. The questions of 
not only what information was needed, but where and how' could 
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it be obtained, were discussed. Could experimental data be used? 
Could information from farmrecords be applied? How about surveys 
or case studies of carefully selected farms? Did budget analysis 
have something to offer in testing the hypotheses? These questions 
caused lively discussion. 

The next phase of the job was analyzing the evidence. Experience 
in this aspect of research was obtained by each of the four sub- 
groups taking two sets of data which were supplied, and for each 
one, setting forth the hypotheses, the assumptions, and the sug- 
gested method of analyzing the data. This was followed by a dis- 
cussion by Paul Homeyer, from the Ames Statistical Laboratory, 
and Earl Heady, who had prepared the example sets of data. There 
was considerable discussion of statistical techniques, the place of 
statistics in such analysis, and the desirability of farm management 
men working with statisticians and research workers in other 
departments on related problems. 

Formulating the conclusions was the last phase of this activity. 
It was pointed out that the data may (a) prove the hypothesis, 
(b) disprove it, or (c) prove that a different hypothesis is needed. 
The subgroup took a Minnesota bulletin and from data presented 
in three tables tested the conclusions presented or tried to develop 
new conclusions In the discussion following the report by the sub- 
groups, Paul Homeyer, the consulting statistician, stressed the 
difficulty of isolating the influence of one factor from data of the 
kind frequently used. He thinks it would be worthwhile to assume 
data and try to work out theoretical solutions. The above concluded 
the agenda of the workshop except for the report of the evaluating 
comnnttee and two or three meetings on regional research projects 
being submitted for consideration as Hope-Plannagan projects. 
The two being developed were: ‘‘Economic Aspects of Farm Me- 
chanization in the Midwest,” and “Economic Aspects of Soil 
Conserv^ation in the Midwest.” 

Perhaps some of the comments, questions and suggestions of the 
evaluating committee on the workshop might be of interest to this 
group. In regard to a general evaluation of the workshop as a whole, 
the committee felt that without question this workshop was very 
profitable to the participants. After our experiences there in the 
two weeks, during which time most of us gave more thought to 
research methods than in a long time, we are of the opinion that all 
of us will be more critical of our own methodology and will give 
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careful consideration to new research projects. This workshop 
provided a wonderful opportunity to discuss our problems and was 
a very fruitful experience. We recommend that there be a second 
farm management workshop next year, and the experiment station 
directors have approved the idea. 

In regard to the next workshop, the committee suggested that it 
be held at a resort, institution, hotel or other isolated meeting 
place, with meetings scheduled four hours in the morning and the 
afternoon left free for informal conferences and study The bringing 
of families is to be optional. In view of the wide variation in the 
share of the participant’s expenses paid by the different institutions, 
and the attitude of some directors that workshops are vacations, it 
behooves us to point out that ours is a relatively new field with great- 
er need for development of research methodology than many of the 
long established departments. If some of the directors continue to 
feel that the workshop, as now conducted, is not sufficiently full- 
time business, then I think it would be wdse to change the plans 
slightly, if necessary, to increase the moral and financial support by 
our directors, and in the meantime do our best to sell them on the 
great benefit derived by the participants, and their departments 
from the workshops. Personally, I feel that the Wo weeks spent at 
the workshop probably will improve the farm management research 
at Michigan State College more than anything I have done recently 



ROUNDTABLE ON OPERATION OF THE RESEARCH 
AND AIARKETING ACT OP 1946 

Chairman- Noble Clark, Umversity of Wisconsm 

ADMINISTRATIVE PROBLEMS AND POLICIES OF 
THE RESEARCH AND MARKETING 
ACT OF 1946* 

Harby C. Trelogan 
Research and Marketing Act 

T he leading administrative problem posed by the Research 
and Marketing Act just a little over a year ago was one of 
launching a large, new research and service program for agriculture 
under somewhat adverse conditions — not the least of which was 
the fact that the Act had been passed fully a year earlier and had 
received well over a year of advance billing. Considerable effort 
had been made to plan a program during the year that intervened 
between the passage of the Act and the first appropriation for it 
These efforts were severely handicapped by uncertainty with 
respect to when and how much money would be available This 
particular handicap was aggravated by the fact that an appropri- 
ation was not passed imtil a month had elapsed in the fiscal year 
in which the program was to be initiated. Prior to that time no 
tangible program could be arranged, no commitments could be 
made, and no obligations could be incurred Nevertheless, a suJBBci- 
ently definitive program had been mapped out both within the 
Department of Agriculture and by the state experiment stations 
with respect to Title I, Section 9 of the Act to permit the beginning 
of actual research and service work within a matter of weeks after 
the appropriation became available. 

All of this advance work had to be accomplished with voluntary 
assistance from advisory groups and with borrowed part-time 
help to serve as an administrative staff. This staff had to be almost 
completely reconstituted and enlarged when the program was 
activated and definite assignments could be made. One result of the 
long advance notice of the forthcoming program was a large ac- 
cumulation of ideas for work and of project proposals that sought 

* A paper presented before the Annual Meeting of the American Farm Economic 
Association at Green Lake, Wisconsm, September 14 , 1948 . 
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financing. It presented at once a tremendous task of selection of 
work and allocation of funds. Most of the proposals presented were 
originated by persons or agencies acting independently or giving 
relatively little thought to the prerogatives or interests or respon- 
sibilities of other agencies which were expected to participate in 
the funds. There was, therefore, little that could be identified as an 
over-all program or plan other than the Act itself, A diflScult prob- 
lem of integration or coordination immediately confronted the 
Administrators, especially in view of the fact that the Act em- 
phasized the need for such coordination and integration. An ap- 
proach to the solution of this problem was to assign definite co- 
ordinating responsibilities to established agencies within the 
Department of Agriculture. The policy has been, for example, to 
refer to the Bureau of Agricultural Economics every project pro- 
posal involving economic research for review from the standpoint 
of coordination with other economic work. 

Many of the proposals received for consideration contemplated 
the expenditure of large amounts of funds. Persons presenting the 
proposals were evidently encouraged to think in terms of large 
programs of activity by the authorized appropriations that ap- 
peared in the Act which amounted to over sixty million dollars a 
year in the course of five years. This large figure left an impression 
on persons planning research which has proved to be unwarranted 
in the light of the differences that are appearing between author- 
izations for appropriations and actual appropriations of funds. 

Under these conditions the work was launched j'ust a little more 
than a year ago. Many improvisions were resorted to in the interest 
of getting effective work under way promptly. Numerous mistakes 
naturally resulted, but none of them has proved to be of a serious 
character, and they appear to have been out-weighed by the gains 
made in getting productive work started with widespread partici- 
pation along the courses intended by the legislation Because of 
the attention that had to be paid to promptness in initiating the 
program in the short time available, numerous problems have been 
only partially solved or remain for further attention. 

At the moment, as we enter the second year of active work under 
the Research and Marketing Act, the one problem about which all 
others tend to center is the fact that the demands for work are far 
greater than can be financed or adequately staffed. In fact, there 
aren’t suflicient resources available at this time to undertake the 
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research and service proposals that have been classified as urgent 
by advisory committees, legislative committees, and research 
agencies. As the actual appropriations for the Act are below the 
authorizations for appropriations, the problem of selection is made 
considerably greater than it might otherwise be because plans con- 
tinue to be made and presented on the basis of authorizations. Con- 
sequently, one of the continuing difficult administrative problems 
is that of selecting and curtailing the work to fit the pattern of the 
actual appropriations. 

An important aspect to this problem is that of dispelling ideas 
that are abroad to the effect that there is a vast fund available to 
be tapped if one just manages to get a project on paper in the 
proper technical form and present it to the proper place or to the 
right people. The point has to be made that the preparation of a 
project meeting all technical requirements pertaining to form and 
content represents only the first and perhaps the easiest step in 
getting work approved under the Act. ^ 

Problems arising from limitations of funds available may be 
broken down into two parts. One involves efforts to acquire more 
funds, and the other involves efforts to make the most efficient use 
of the available money. In general, the policy thus far has been 
to pay more attention to the second of these alternatives on the 
theory that a good record of performance would be most effective 
in attracting more adequate appropriations Nevertheless, con- 
siderable administrative time must be devoted to the preparation 
of budgets and presentations of needs for funds to the budgetary 
agencies of the Government and the appropriate legislative com- 
mittees of the Congress. 


New Problerns 

Beyond these problems of a general nature, there are several 
more specific items that merit attention in a discussion of this sort. 
It must be recognized that the Act presents several new and unique 
administrative problems. These have to do with such items as 
advisory committees, contractual research, and regional research 
which are provided in this Act for the first time. 

Each of these items might be regarded as part of the larger prop- 
osition that the Congress has in the Research and Marketing Act 
of 1946 left more latitude for admimstrative decision in the allot- 
ment of funds than has heretofore been true with respect to ap- 
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propriations for agricultural research and service work* Actually 
under this Act only a relatively small portion of the funds is distrib- 
uted by formula to specified agencies Virtually all of the funds so 
distributed are provided for in Title I, Section 9, specifically in 
Sections 9(b)l and 9(b) (^) of the Act, which pertains to State Agri- 
cultural Experiment Stations. The remainder may be allotted ad- 
mimstratively under several sections of the Act, each of which has 
different purposes and limitations and, indeed, separate appropri- 
ations. 

An observation meriting reiteration at this point is that the Re- 
search and Marketing Act of 1946 is a complex Act comprised of 
several parts that have to be treated as separate entities. These 
parts (see Sections 9, 10(a) and 10(b) of Title I and Title II in its 
entirety) evidently had their origin in different bills that had been 
presented to Congress and were either incorporated in the Act or 
were withdrawn in favor of the Act. In the administration of the 
Act it is necessary to keep these parts distinct and also to distin- 
guish between work conducted with funds provided by the Act and 
work conducted with funds from other appropriations. There is a 
constant problem of acquainting applicants for funds with the 
limitations involved and of properly classifying project proposals. 

A natural result of the complexity of the Act is variation in em- 
phasis placed upon different types of work encompassed by the 
Act. Along with this is a variation in interpretation of what is in- 
volved in different types of work. Definitions pertaining to utiliza- 
tion, marketing, and regional work are left largely to administra- 
tive rather than legal decision. Many of these have to be arbitrarily 
established, taking into account the relationships between parts of 
the Act and legislative history. A reasonable balance between com- 
modities, between natural and social sciences, and other classifica- 
tions must be maintained. 

Advisory Committees 

Considerable reliance is placed upon advisory committees in ob- 
taining recommendations that will aid in arriving at decisions on 
these points and also in the selection of work to be undertaken. The 
provision for advisory committees in Title III of the Act is unique 
in agricultural legislation Consequently, much interest is evidenced 
in how they operate. 

The National Advisory Committee, which is specifically required 
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by the Act, is comprised of 11 members, 6 of whom represent 
farmers or farmer organizations. This comimttee, which meets 
quarterly and does not have any alternate members, devotes its 
time to consideration of general policies pertaining to the Act A 
comprehensive statement of the policies it has recommended was 
issued through the facilities of the Department of Agriculture on 
x\pril 1948. This statement makes clear the type of problems 
which occupy the attention of the Committee. 

One of the first recommendations presented by the National 
Advisory Committee was that commodity and functional advisory 
committees should be established to make recommendations rele- 
vant to specific fields of work to be conducted under the Act. Ac- 
cordingly, such advisory committees have been established, 19 
of which cover commodity fields, and 3 non-commodity or func- 
tional fields, such as transportation, cold storage, and foreign 
trade. With few mmor exceptions each of these committees is con- 
stituted in the same manner as the National Advisory Committee — 
that is, with 11 members, no alternates, with 6 members repre- 
senting farmers or farmer organizations. 

Some difficulty has been encountered in establishing the functions 
of these committees and all of them have not operated in the same 
way. The foremost problem has been to define the advisory func- 
tion of the committees as distinguished from the function of making 
administrative decisions. In general, this problem has been satis- 
factorily settled, and the committees have devoted their attention 
to the recommendation of problems meriting favorable considera- 
tion for research and service work To perform this function, the 
committees have had to make comprehensive reviews of the prob- 
lems confronting producers and distributors of the agricultural 
commodities with which they were concerned and rate these prob- 
lems in the order of their importance. They have been assisted in 
this re\iew work by counter-part groups appointed within the 
Department of Agriculture called working groups The working 
groups are comprised of representatives from each agency of the 
Department concerned with the type of work being considered by 
the committee. For example, the Dairy Working Group, which 
works with the Dairy Advisory Committee, includes a representa- 
tive from each agency 'which deals with problems of production and 
distribution of dairy products. In every instance, the w^orking 
group prepared for the benefit of the advisory committee a com- 
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prehensive report outlining the potential problems that might 
merit consideration for research and service work. The advisory 
committees have, in general, reviewed these reports and made 
their recommendations to the Administrator of the Act, listing the 
major problems with some indication of their classification in terms 
of importance and type with respect to their relationship to pro- 
duction or marketing A continuing problem confronting these com- 
mittees is one of becoming thoroughly acquainted with the research 
work that has been and is being done m their respective fields with 
funds other than the Research and Marketing Act funds by both 
public and private agencies 

In most instances, the advisory committees have recommended 
publication and distribution of the reports prepared by the working 
groups In all instances recommendations prepared by the ad- 
visory committees have been distributed to interested agencies. 
While it IS recogmzed that the recommendations presented to the 
Administrator by these advisory committees do not impose obli- 
gations on the Department or other research or service agencies to 
perform the work, it is felt that these recommendations may be 
distinctly beneficial to all agencies concerned wfith the planning of 
research and service work. These recommendations receive serious 
consideration when projects are initiated and prepared by many 
agencies, especially the Federal research bureaus, and the Adminis- 
trators of the Act take them into account when they make selec- 
tions for the allotment of funds. 

Contracts 

Another new feature of the Act is the provision whereby the 
Secretary of Agriculture may contract for research and service 
work with agencies outside the Department of Agriculture. This 
permits wider participation in the Act and enables the Depart- 
ment to tap research and service resources that it cannot itself pro- 
vide. The policy has been to use contracts where they will make it 
possible to use personnel and facilities that cannot be readily 
duplicated and thereby increase the tempo of work. Contracting 
has to be done in accordance wdth the terms of the Act which re- 
quire that the work be performed more effectively and more 
rapidly or at less cost than if performed by the Department of 
Agriculture Experience thus far has indicated that the problem of 
contracting for research w^ork within the confines of governmental 
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regulations is extremely difficult. Measurement of performance of 
research, for example, is nebulous compared with the measurement 
of production of tangible items or performance of services for which 
most Government contracts are let. This provision for contracting 
research, however, is regarded by the Administrators as very desir- 
able and one that must be guarded so that the privilege will not be 
jeopardized. 


Regional Research 

The provisions for cooperative regional research under Title I, 
Section 9b3 is another entirely new development in terms of Fed- 
eral legislation, even though the regional approach to many prob- 
lems has been applied in the past by groups of States and Federal 
agencies concerned with a common problem. 

Development of policies related to the regional research program 
has been delegated for the most part to the Committee of Nine 
specified in the Act to represent State Agricultural Experiment 
Stations. The Committee of Nine has leaned heavily upon the 
regional organizations of Experiment Station Directors for assist- 
ance m planning and directing the program of work which it has 
recommended to the Secretary of Agriculture for approval With- 
out going into detail, it appears that the Committee of Nine has 
encountered formidable problems similar to those encountered 
with the Act as a whole. Foremost among these has been the prob- 
lem of selection because far more work has been proposed than 
could possibly be financed. The first step toward a solution of this 
problem involves determination of projects that may be regarded 
as regional in character. Closely allied problems have been those of 
coordination and integration as well as the achievement of some 
reasonable balance between types of work and between States 
within the regional program There is also a problem, that has 
yet to be completely resolved, of coordinating regional research 
with other research conducted by agencies acting independently. 
In some respects the latter problem is more apparent than real be- 
cause of the broad titles placed on research projects. A character- 
istic action of the part of research workers generally is to utUize 
broad titles and objectives to avoid confinement of their activities 
by narrowing the scope of projects. The practice leads to serious 
misunderstanding and misinterpretation on the part of reviewers, 
especially fiscal agents, legislators and administrators, who detect 
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m the titles repeated instances of apparent overlapping and dupli- 
cation. 

A real measure of progress toward coordination of Federal and 
State research has been afforded by the regional program. This has 
been expedited through widespread participation m the regional 
conferences by appropriate representatives of State and Federal 
agencies Equally as much progress has probably been gained to- 
ward coordination of work between State Experiment Stations as 
a result of these conferences. The Office of Experiment Stations 
has been instrumental in facilitating the arrangement of these 
conferences and the exchange of information between State and 
Federal research workers. 

State Departments of Agriculture and Bureaus of Markets 

The Research and Marketing Act provides for the first time op- 
portunities for Federal financing of work by State Departments of 
Agriculture or Bureaus of Markets. Two problems have been out- 
standing in this phase of the program. One has to do with the de- 
lineation of work conducted by these agencies and by State Agri- 
cultural Experiment Stations, and State Extension Services. With 
wide variation in individual State Laws and in the work proposals 
submitted it has been difficult to stake out or identify a field of 
work for their participation that is generally applicable. Briefly, 
the policy has been to approve service projects that do not involve 
enforcement of State regulatory laws and that are mutually agree- 
able with the other State agencies. 

The second problem has been to achieve some sort of equity in 
the distribution of funds between States. This particular problem 
is complicated by the matching requirements of the Act, differ- 
ences in ability of States to provide matching funds, as well as 
qualified personnel and facilities, and by uncertainty regarding 
Federal appropriations for the Act. The latter problem is a grievous 
one in view of the fact that State Legislatmes usually meet bi- 
annually and Federal appropriations have not been definitely 
known before the beginning of each fiscal year. 

Extension Services 

By comparison, the problem of arranging a workable program 
with State Extension Ser\dces under the Research and Marketing 
Act has been easy by virtue of the long record of cooperation be- 
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tween the State and Federal Services. Problems of matching and 
of distinguishing between the work conducted wdth RMA funds 
and with “regular” funds have nevertheless been just as important. 

Experiment Stations 

The nature and extent of State Agricultural Experiment Station 
participation in the Title II prpgram remains as an outstanding 
unsolved problem While some Title II projects have been started 
with several States, the arrangements for and the amount of such 
work have not been satisfactory to either the Experiment Stations 
or the Administrator of the Act. 

Efforts are now being made to delve into this problem and try to 
find mutually agreeable policies and procedures that will facilitate 
more such work. Further coordination of Federal and State work 
undertaken with funds from other parts of the Act will also receive 
additional attention in the coming year. 

Current Problems 

This discussion does not permit more than a partial listing of 
problems and only hasty mention of those that are included A few 
problems of a more current nature might be worth mentioning be- 
fore closing the discussion. With the beginning of a new fiscal year 
with the funds available, it has been necessary to establish some 
policies with respect to old and new projects The policy has been 
to give priority to a continuation of projects started in the pre- 
ceding year before undertaking new- projects. It was felt that the 
investment already made in incomplete work should not be lost 
simply to start different work unless the new work was of an 
emergency character. This particular policy is less important in 
its application to Title II which received a more liberal appropria- 
tion It is quite important, however, with respect to the other 
sections of the Act where the relatively smaller increases in ap- 
propriations have tended to cause some curtailment rather than 
permit expansion of work. This is true because tbe money avail- 
able for the last fiscal year was utilized during only a portion of 
the year. The expenditures were being made at an accelerating 
rate as the year progressed. Consequently, the new appropriations 
were hardly enough to sustain the rate of expenditures incurred 
during the last quarter of the year. Added to this has been the 
problem of providing for some work that w'as classified by Con- 
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gressional Committees, advisory committees, and others as urgent. 
This has necessitated a definite cutback in some of the work that 
was started, but in no instance thus far has incompleted work been 
entirely stopped. 

Congress has, through the channels of budgetary hearings, reso- 
lutions, and other means, conveyed to the Administrator of the 
Research and Marketing Act the idea that an expansion of work 
dealing with costs and margins involved in marketing agricultural 
products is expected. In part, the more liberal appropriations for 
Title II may be regarded as a reflection of this attitude A problem 
consequently arises in obtaining the proper emphasis on this type 
of work. There are wide differences of opinion regarding what con- 
stitutes acceptable projects in this field, as well as a reluctance to 
tackle the work m view of the limited number of qualified personnel 
and the lack of s3nnpathetic cooperation available for such work. 

One approach to the encouragement of more effective marketing 
research and service work has been the initiation of a training pro- 
gram intended to provide more qualified personnel in the future. 
This program consists of several parts to do with in-service training 
in the Department of Agriculture, encouragement of summer 
school courses in the State Agricultural Colleges, and efforts to ob- 
tain greater emjihasis on marketing courses in the future These ac- 
tivities are being organized with committees appointed through 
the good oflSces of the Land-Grant College Association, and it is 
hoped that they will yield beneficial results before very long. 

In the meantime, the problem of meeting the demand for addi- 
tional or more effective marketing work presents a challenge that 
will tax the imagination and ingenuity of agricultural workers 
generally. It must be regarded as an obligation to be accepted 
under the Research and Marketing Act It is an obligation that 
must be shared by Federal and State agencies, by natural scientists 
and social scientists, and by educational and service workers 
Agricultural economists have a real part to play in this endeavor. 
Although the responsibility is not theirs alone, they should have a 
contribution to make in whatever capacity they may be serving 
whether it be college professor, public or private research or service 
worker, or participant in the marketing system. A sound construc- 
tive program will depand much upon their initiative and perform- 
ance. 



OPERATION OP THE RESEARCH AND JMARKETING 
ACT OF 1946. STATE AND FEDERAL RELATIONS* 


R. R. BismE 
Montana State College 

T he Agricultural Research and Marketing Act of 1946, fre- 
quently referred to as the Hope-Flannagan Act, authorizes 
a significant expansion of traditional types of agricultural research 
and specifies new emphases and closer relations with farm, trade, 
and industry groups. The large fund authorizations in the act, the 
variety of types of research and marketing work covered, the new 
emphases specified, and the new forms of administrative organiza- 
tion necessary and implied have caused both widespread interest 
and confusion among agricultural research workers. 

The act is divided into three major titles, the first of which lists 
a great variety of types of research to be encourgaed and sup- 
ported. A total of $41,000,000 is authorized In Title I, of which 
$20,000,000 is included in Section 9 to be allocated to the states, 
and $21,000,000 in Section 10, of which $15,000,000 is for “utiliza- 
tion” research (Section 10-a) to be conducted by Department of 
Agriculture laboratories and $6,000,000 (Section 10-b) for coopera- 
tive research with state agricultural experiment stations and other 
appropriate agencies. 

Ninty-seven percent of the sums authorized for Section 9 are to 
be allocated to the states and territories, and the remaining three 
percent are available to the Office of Experiment Stations of the 
U. S. Department of Agriculture for administrative expense Of the 
ninety-seven percent, twenty percent are allotted equally to each 
state and territory, not less than fifty-two percent allotted half on 
the basis of rural population and half on the basis of farm popu- 
lation of each state, and not more than twenty-five percent for 
cooperative research in which two or more state agricultural ex- 
periment stations cooperate to solve problems that concern the 
agriculture of more than one state. This regional research fund is 
to be used only for cooperative regional projects recommended by 
a committee of nine persons elected by and representing the direc- 
tors of the state agricultural experiment stations, and approved by 
the Secretary of Agriculture or his authorized representative. 

* Paper presented at the annual Meeting of the American Farm Economics 
Association, Green Lake, Wisconsin, September 14 , 1948 . 
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Administration of T%tle 1 Funds 

Two very significant points should be noted regarding Section 
9 of Title I: first, a very definite formula is set up for distribution 
of funds appropriated so that each state gets a specific amount as 
determined by the formula; second, that the words “not more than 
twenty-five percent” are used in the case of funds to be available 
for cooperative regional projects, whereas the words “not less then 
fifty-two percent” are used in the case of the funds to be allocated 
to the states on the basis of their rural and farm population. The 
formula allocation removes any possibility of political manipula- 
tion, or any similar activities in influencing the amounts each state 
receives. This policy is in keeping with past legislation for agricul- 
tural research. This is not the case with Section 10 of Title I or of 
Title II funds. 

The emphasis upon regional research is generally considered to 
be desirable, although the fact that not more than a fourth of the 
appropriations may be used for this purpose indicates regional proj- 
ects should not constitute a major use of Section 9 fimds. In other 
words, it is assumed that most research done under Section 9 will 
be done on a state basis, and that best results can be expected by 
this procedure. A great many regional projects have been proposed, 
and many of them are now in operation. Much travel has been in- 
volved by federal and state staff members in planning and execut- 
ing these projects. Too frequently available funds have been 
divided equally among the staples involved, so that the sums are 
too small for effective operation. Much criticism and confusion has 
developed over the regional projects, and the feeling persists that 
the growth of regional projects should be much more gradual than 
has been the case wdth the sudden large expansion accompanying 
availability of Hope-Flannagan funds Many feel it would have 
been wiser to have started with fcAver regional projects and with 
less than the maximum of twenty-five percent of the Title I funds. 

The committee of nine should meet with Research and Marketing 
Administration staff members regularly to discuss procedures and 
policy on regional projects. A two-day or one-day meeting, semi- 
annually, with the entire RMA staff or those most informed and 
concerned, should be helpful in improving the efficiency of re- 
gional projects through reduction of excessive travel and numerous 
federal agency representatives attending regional project meetings, 
and more effective planning of projects and assignment of respon- 
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sibility for their execution The development of a handbook of pro- 
cedure, establishment of types of projects considered most desirable 
and appropriate, and a better understanding of the functions and 
services of federal agency staffs for cooperative work with state 
staffs should do much to reduce the present major criticisms of 
regional projects, namely, (1) excessive travel, (2) minute division 
of funds, and (3) lack of adequate planning and resulting general 
ineffectiveness. 

The only provisions for allocation of Section 10-a funds con- 
tained m the act are that the “utilization” research contemplated 
IS to be conducted “so far as practicable” at laboratories of the 
Department of Agriculture, although provision is made for con- 
tracting \Mth public or private orgamzations or individuals. Nearly 
two-thirds of Section 10-a funds have been allocated to the Bureau 
of Agricultural and Industrial Chemistry. In the case of Section 
10-b funds for cooperative research with state agricultural experi- 
ment stations and other appropriate agencies, the Bureau of Plant 
Industry, Soils, and Agricultural Engineering has secured the 
largest allocation. However, there is no formula or any other 
specific directives for allocation of Section 10-a and 10-b funds. 
Final authority rests with the Secretary of Agriculture 

The last section of Title I (Section 11) provides that not less 
than twenty percent of the funds allocated to the states in Section 
9 shall be used by state agricultural experiment stations for con- 
ducting marketing research projects. It should be noted that the 
wording is ‘‘not less than twenty percent” and indicates that the 
Congress intended that more emphasis be placed on marketing 
research by state experiment stations. In many cases, the impres- 
sion seems to persist that not more than twenty percent of the 
funds appropriated will be utilized for marketing research, but it 
should not be forgotten that Congress intended this to be a mini- 
mum and not a maximum. 

The total funds authorized under Title I are $41,000,000 an- 
nually, at the end of five years of operations. This is slightly over 
twice the amounts authorized in Title II. The research contemplated 
under Title I covers the whole range of problems in agriculture 
and related fields, and implies analyzing whatever leads the re- 
search may uncover, W'hether in the field of production, marketing, 
or general policy. The distribution of funds to the states m Section 
9 (approximately half the total of $41 millions) is specifically by 



The Research and Marketing Act of 1946 


489 


formula; a mimmum percentage of one-fifth must be used for 
marketing research, and not to exceed a fourth may be used for 
regional projects. Thus, maj'or allocation policy is specifically 
stated in the act and relationships between federal agencies and 
state experiment stations are generally satisfactory so far as 
Section 9 funds are concerned. 

Title II Funds 

The provisions of Title II are such as to make administration 
of this part of the act and the resulting relationships between state 
and federal agencies quite different from those of Title I. In the 
first place, there is no specific formula for the distribution of funds 
Second, the emphasis in Title II is on marketing. In fact, Title II 
is cited as the ‘‘Agricultural Marketing Act of 1946”. Third, all 
three phases of marketing work are emphasized, namely, research, 
education (demonstrational), and service (information, inspection, 
and regulatory), but no indication is given of the relative emphasis 
to be placed upon each phase $20,000,000 are authorized to be 
appropriated in Title II, and in Sections 10-a and 10-b of Title I 
(utilization research in connection with development and appli- 
cation of present, new, and extended uses) there are authorizations 
for a total of $21,000,000 or a combined total of $41,000,000 for 
research and other activities pertaining to marketing and to new 
and extended uses of agricultural products. This compares with 
only $20,000,000 authorized in Section 9 of Title I to cover the very 
extended array of problems enumerated in the policy statement. 

Even agricultural economists are inclined to admit that this is 
placing heavy emphasis upon marketing and new and extended 
uses All of us know that more eflSicient marketing will not in itself 
make the difference between 4-cent hogs and 30-cent hogs, or be- 
tween 35-cent and $2.00 wheat, or between 5-cent and 20-cent 
cotton. These prices have occurred under marketing procedures 
that were essentially identical. The level of industrial employment 
may be far more important in determining the level of hog prices 
than methods or organization of the marketing machinery, and 
prices of cotton and wheat may be infliuenced far more by national 
and international trade policies than the specific method used in 
selling or distributing these products. It is, therefore, of para- 
mount importance that in the interpretation of what constitutes 
marketing work the projects be broadly conceived and that the 
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opportunities made available for agricultural and social progress 
by this act not be lost because of undue emphasis or preoccupation 
with a single phase of the agricultural problem or even a single 
phase of the marketing work. 

In discussing the act with admimstrators and staff members of 
twenty selected land-grant institutions recently, the author found 
fairly general agreement that there were advantages in not having 
all authorized funds in Title II allocated by formula to the states 
or other agencies. Title II constitutes a hqidd or flexible fund 
which should make it possible to allocate considerable sums from 
time to time, regardless of where such ideas or problems originate 
so that more complete or effective w^ork can be done in meeting 
acute problems or unusual and serious difficulties that may arise 
in agriculture over the years. However, because a specific formula 
for the allocation of Title II funds is not provided in the act, it 
becomes imperative that a rather well understood and clearly con- 
ceived policy for the admimstration of Title II funds be worked 
out, and that as soon as possible. 

Basic Principles for Administering Title II Funds 

Several basic principles may be advanced for such a specific 
policy. Firsts a clearly defined policy of about how much of Title II 
funds are to be used for research, how much for educational and 
demonstrational work, and how much for informational, inspection, 
and regulatory work (service) must be developed. The Research 
and Marketing Administration, with the approval of the Secretary, 
obviously has final say m deciding this. It would seem that such a 
policy could best be worked out by a committee which would re- 
present state and federal agencies engaged in these three types of 
marketing work. The proportions decided upon for each of the 
three types of w^ork should not be rigid from year to year but suf- 
ficiently flexible to permit emphasizing types of marketing work 
most needed at different times. However, a minimum proportion 
should definitely be set aside for research as a regular policy, be- 
cause research is the foundation for effective functioning of the 
other two phases. 

For the fiscal year 1948 approximately seventy per cent of Title 
II funds were allocated to the Extension Service and the Produc- 
tion and Marketing Administration, including state departments 
of agriculture and markets. These two agencies are concerned 
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primarily with marketing educational and demonstrational work, 
and market information, inspection, and regulatory work, respec- 
tively. Many feel this amount is too large for these types of work; 
some may feel that the proportion is about right; others may feel 
that a much larger portion should have been allocated for research, 
divided into three groups federal bureaus and agencies, private 
individuals or agencies, and state experiment stations. The fact 
remains that the act carries no statement indicating the relative 
emphasis to be placed upon the three phases of marketing work, 
and policies on this aspect should be established at an early date 

It is apparent that it was the evident desire of the framers of 
the le^slation that the research should lead to a heavier reliance 
upon private enterprise in solving agricultural problems and less 
dependence upon action programs, government sponsored, financed 
and administered. If this be true, the act perhaps does not give suf- 
ficient emphasis to research on the broad fundamental problems 
which relate to the economic and social aspects of various agri- 
cultural industries. The emphasis is preponderantly on marketing 
work and on new uses of products, and implies that an increase in 
marketing eflBciency, together with the development of new uses 
will largely solve agriculture’s most pressing problems. 

Second, the Department of Agriculture should have a strong re- 
search program, and a considerable portion of the funds appropri- 
ated under Title II should be reserved to or made available to De- 
partment agencies to attack certain problems which are nation- 
wide in scope or in which the states are unable or unwilling to make 
the most effective contribution. A strong federal research program 
is also desirable to give leadership on national issues w'hich states 
individually cannot give, and to w'ork out more effective cooper- 
ative relationships in certain types of research wdth state experi- 
ment stations, including regional research projects. STveeping re- 
ductions of appropriations for federal bureaus by Congress do not 
contribute toward the building of a competent federal research 
program. Appropriations for such federal program should not be 
considered competitive with state programs, but complementary, 
l^f all workers in land-grant institutions and state experiment 
stations were more thoroughly convinced and active in this regard, 
agricultural research, particularly agricultural economic research, 
would be more effective today. 

Perhaps a third of Title II funds allocated for research should 
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be made available to Department of Agriculture agencies for re- 
search contemplated in this part of the act Such allocations should 
not be considered as replacements for the usual congressional ap- 
propriations made directly for operation of Agricultural Depart- 
ment agencies. The existing lack of a coordinated administrative 
organization for research work of the U. S. Department of Agri- 
culture has contributed to the current tendency to use Title II 
funds as replacements for funds eliminated in the usual congres- 
sional appropriations for particular bureaus. The Agricultural Re- 
search Administration has largely coordinated the research work 
of the Department of Agriculture involved in animal and plant 
science work, human nutrition, and agricultural engineering. How- 
ever, research work involving economic and social problems of ag- 
riculture, including marketing, is now undertaken by at least four 
bureaus or agencies within the Department — the Bureau of Ag- 
ricultural Economics, the Oj05ce of Foreign Agricultural Relations, 
the Production and Marketing Administration, and the Farm 
Credit Administration Establishment of a research division in 
the Department of Agriculture to administer all agricultural re- 
search, under the direction of an individual with under-secretary 
rank, might help reduce the confusion and increase efficiency. Such 
coordination might also help to utilize more effectively the Title 
II funds. 

A third principle which should be considered carefully m the es- 
tablishment of a specific policy or procedure for the utilization of 
Title II funds is that research which is to be undertaken by federal 
agencies or bureaus should be done by those whose primary re- 
sponsibilities, interests, and staff training are in research, both 
pure and applied. The fact that considerable Title II funds for re- 
search have been allocated to agencies in the Department of Ag- 
ncffiture which are relatively new in the field of research, or whose 
major responsibilities are not research, has caused a great many of 
the state as well as many of the federal people to feel that the re- 
sults achieved will not be significant This has been an important 
factor in the confused relationships that now exist between the 
experiment stations and the Research and Marketing Administra- 
tion regarding Title II funds. It should be pointed out in passing 
that it would be unwise to exclude completely an agency which is 
primarily a regulatory or enforcement agency from undertaking or 
cooperating in any research. 
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Federal bureaus or agencies undertaking a regular research pro- 
gram should secure a major portion of their research funds directly 
from congressional appropriations, as in the past. The Research 
and Marketing Administration has followed this plan and has 
generally approved allocations for regular federal research agencies 
only for a new type of work or work which w^ould otherwise not 
be done through regular congressional appropriations This is a 
sound policy. The replacement of regular appropriations by Con- 
gress in any wholesale fashion by administrative allocation from 
Title II funds would be a very dangerous policy, with serious im- 
plications for our democratic form of government as well as for 
effective research work. 

A fourth important principle that should be kept in mind in the 
establishment of policies and procedures for handling Title II fimds 
used for research is that a significant portion of such funds should 
be used for contracts or grants such as are provided for or at least 
implied m section 205 of the act This section provides that the 
Secretary of Agriculture shall have authority to enter into con- 
tracts and agreements under terms of regulations promulgated by 
him with states and agencies of states, private firms, institutions, 
and individuals, for the purpose of conducting research and service 
work, when in his judgement these can be performed or carried 
on more effectively, more rapidly, or at less cost than if performed 
by the Department of Agriculture. Such contracts may be made for 
work to be performed within a period of not more than four years 
from date of the contract, and there are no requirements for 
matching such funds. 

The use of the contract or grant principle which has been ef- 
fective in the case of many foundation grants would do much to 
encourage individualized research, and the development of re- 
search ideas and proposed projects from every possible source. 
Obviously all of the individuals who are competent or who should 
be encouraged to undertake research in the marketing of agricul- 
tural products are not now or will not be employed by the Depart- 
ment of Agriculture or the state experiment stations. Unless the 
grant principle is established as a definite policy in the administra- 
tion of Title II funds, much of the possible effectiveness of the act 
will be lost Personalized research has established itself over the 
years as a very effective means of eflBcient use of research funds, 
and this important aspect of agricultural research should not be 
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overlooked. Perhaps a research committee of seven, consisting of 
three representatives of the Research and Marketing Admimstra- 
tion, one representative from the Office of Experiment Stations, 
one representative from the Agricultural Research Administration, 
one from the Bureau of Agricultural Economics, and one other in- 
dividual might set up the procedures for administering this grant 
program. A strong educational program through the professional 
journals, over the radio, m pamphlets, and other means would 
help to call attention to the availability of funds and the possibility 
of grants for mdividuals or any groups or agencies that have worth- 
while ideas for useful research projects. 

The agricultural experiment stations have established a fine 
reputation m the field of agricultural research. Although there are 
certain types of problems upon which other research agencies or 
individuals can do more effective work, research on many agri- 
cultural problems, particularly those which concern a given area 
or product withm a state or within a portion of the nation, will 
probably be done most effectively by the state experiment stations 
Although Title II does not specifically designate any amounts of 
funds appropriated under this title for the state experiment stations 
and does not give any special preference to state experiment sta- 
tions, nevertheless the state experiment stations will undoubtedly 
play a very important role m the carrying out of the objectives of 
Title II. Title II states that “maximum use shall be made of exist- 
ing research facilities owned or controlled by the Federal Govern- 
ment or by state agricultural experiment stations. . . Also, Title 
n provides that “to the maximum extent practicable, marketing 
research work done hereunder in cooperation with the states shall 
be done in cooperation with the state agricultural experiment 
stations. . . It would seem apparent from the above wordmg of 
the act that Congress intended that experiment stations should 
share significantly in the use of Title II research funds. Some have 
suggested that Title II research funds might be divided into three 
equal parts, a third to federal agencies, a third for grants to in- 
dividuals, private institutions or agencies, etc,, and a third for 
state experiment station projects. 

Regardless of the amoimts which may be designated for experi- 
ment station projects, a well-thought-out procedure for handlmg 
such projects must be developed. Misunderstandings have arisen 
through the fact that projects submitted by experiment stations 
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have been referred by the RMA for technical advice or recom- 
mendations to federal agencies or groups not engaged prmianly in 
research or whose major concern is other than research The Re- 
search and Marketing Administration has the responsibility with 
the Secretary’s approval to set up in consultation with the experi- 
ment stations a procedure which will be satisfactory to both groups 
and facilitate effective research by the experiment stations Ob- 
viously, the Office of Experiment Stations can be helpful as a 
general liaison agency, but it is not the one to make the decision 
on allocations. Such procedure would change the whole function 
of the Office of Experiment Stations and its relations with the 
states. The Committee on Organization and Policy of the Experi- 
ment Stations is perhaps the group through which the RMA could 
work in trying to develop a handbook of procedure concerning 
Title II funds used for marketing research. A joint committee, com- 
prising RMA staff’ members and members representing the experi- 
ment stations, with perhaps a total committee of five to seven 
members, should work out such a handbook. 

A fifth principle which should be included in the establishment 
of policy in handling Title II research funds is that the matching 
provision with the state experiment stations, provided in section 
^204-b of the act, should be administered with flexibility. This match- 
mg provision is already pro\dng embarrassing to some states, and 
with increased appropriations that will likely be made available in 
the years ahead for carrying out the provisions of Title II, this 
matching provision may be even more embarrassing in the very 
states or areas where marketing research is needed most or could 
be done most effectively. State experiment stations should, of 
course, try to secure appropriations for matching funds, and in 
many cases they probably will, but in the absence of matching 
funds the state or the institution should not be penalized. Each 
project should be considered on its own merits, and if the project 
IS particularly meritorious, the absence of matching funds should 
not be a determining factor. Section S05 specifically implies that 
there should be flexibility in carrying out the matching principle 
by providing for contracts and agreements with the states with no 
matching requirements. 

A »ixth and final principle that should be kept in mind in allocat- 
ing Title II funds is the very great importance of keeping the three 
phases of marketing work provided for in Title II (research. 
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education, and service) in proper balance A careful study of Title 
n indicates that this was undoubtedly the intention of Congress. 
However, there has been no official announcement of such a policy. 
In fact, Department officials do not seem to be agreed on the types 
of work to be emphasized with Title II funds. The provision in 
Title III of the act to bring farm groups, trade groups, and industry 
representatives into a more intimate advisory relationship with the 
Department of Agriculture than in the past should not be confused 
as implying that major emphasis in Title II is to be upon marketing 
service work The author can find no evidence in Title II of any 
congressional intentions to emphasize any one of the three phases 
of marketing work to the exclusion or reduction of the other. 

Experience during the past century has clearly established the 
great contribution which research and education have made to our 
progress. This is not to minimize the importance of informational, 
mspfection, regulatory, or similar marketing service work, but to 
dispel any notions that Title II funds were meant to be used prin- 
cipally for marketing service work. Research and education have 
significant roles to play, and if the funds allocated for research are 
not divided up into small, ineffective amounts on a shotgun basis 
but used to attack a few of the more significant marketing problems, 
research will prove once again that it is the foundation for an ef- 
fective educational and service program. 

Title III 

Title III provides that m order to implement the marketing re- 
search, education, and service work authorized under Titles I and 
n and to assist in obtaining fullest cooperation among federal and 
state agencies, producers, farm organizations, and private industry 
in the development of and carrying out of such research, education, 
and service programs, the Secretary of Agriculture shall establish 
a national advisory committee of eleven members, six of whom 
shall be representatives of producers or their organizations. The 
Committee must meet at least once each quarter. This establish- 
ment of a federal advisory committee, designed to bring farm 
groups, trade groups, and industry representatives into a more in- 
timate advisory relationship with agricultural research and service 
work of federal and state agencies, is highly desirable. However, 
the functions of the committee should be specifically advisory. 

Title III also provides for establishing other appropriate com- 
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mittees, including representatives of producers, industry, govern- 
ment, and science Nineteen commodity committees have been 
appointed, and this would seem to be far too many for effective 
operations. It is recommended that the number of commodity 
committees be reduced materially or eliminated entirely. If com- 
modity committees are deemed desirable, they should be organized 
on rather broad commodity group lines, such as fruits and vege- 
tables, dairy and poultry products, etc , rather than on the present 
very narrow basis The trend should be definitely more in the direc- 
tion of problem, or functional, committees such as foreign trade, 
transportation, cold storage, and the like 

Conclusion 

There should be prepared as quickly as possible a simple hand- 
book on procedure, covering Title II, together with a statement of 
policy regarding the relative emphasis to be placed upon the three 
phases of marketing work This should be made available to all 
state and federal agencies undertaking marketing work and to all 
other interested individuals or agencies The division of the Re- 
search and Marketing Administration staff into three sections — 
research, education, and service — ^to pass upon proposals and re- 
quests for funds for each of these types of work promptly and in- 
telligently, once major policies are established and the handbook 
of procedure has been prepared, would improve federal-state re- 
lations and si^ould improve administrative effectiveness 

The Research and Marketing Administration is the agency in 
the Department of Agriculture whose primary responsibility is not 
the conduct of agricultural research, but the encouragement and 
support of agricultural research through making funds available 
either through contracts, grants, or matching provisions. Also, the 
RIMA has responsibility for encouraging and supporting educational 
and service work in marketing. The over-all objective is to develop 
a “^sound, efficient system for distributing and marketing agri- 
cultural products which is so essential to a prosperous agriculture”. 
All publicity released by the Research and Marketing Administra- 
tion should give full credit to the agencies, individuals, or corpo- 
rations performing the research, educational, or service work, and 
merely indicate that such work was done with the assistance of 
funds made available through the Research and Marketing Act. Ob- 
viously, to carry out properly its functions as an efficient financing 
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brancli of the Department, the Research and Marketing Adminis^ 
tration must be staffed vdth individuals who are familiar with and 
have attained some standmg and proficiency in agricultural re- 
search and the marketing field, if they are to pass upon proposals 
and requests for funds promptly and wisely. 

The problems encountered in developing more satisfactory 
federal-state relations in carrying out provisions of the Research 
and Marketing Act indicate decisively that there is a very real 
need for setting up more clearly established channels of informa- 
tion and understanding between the states and the Department of 
Agriculture, and for a more complete and continuous use of such 
channels Major decisions of policy and procedure obviously, to be 
most effective, will be arrived at jointly by representatives of both 
the states and federal agencies. Above all, the decisions which are 
made should keep firmly in mind the achievements and promise 
of decentralized research on agricultural problems which has helped 
to bring American agriculture to a high level of efficiency and pros- 
perity. In this program, the state experiment stations and exten- 
sion services, and particularly the departments of agricultural 
economics, must play an important role 

DISCUSSION* 

F. L. Thomsen 

Production and Marketing Administration 

Dr, Renne evidently has given a great deal of thought to the many ad- 
ministrative problems involved m Federal-State relations under the Re- 
search and Marketing Act. For the sake of brevity I will confine my com- 
ments to those features of his excellent paper with which I am in disagree- 
ment 

I get the impression that Dr. Renne, despite his backgroimd in agricul- 
tural economics, beheves too much emphasis has been placed on marketing 
work, both in the Act itself and m the adnumstration of the Act. I know 
that many of the State college administrative officials with whom he has 
discussed the matter m recent months also feel, probably much more 
strongly than Dr. Renne, that this tendency to overemphasize marketing 
exists in connection with the Act. This feeling apparently is based partly 
upon the immediate difficulty of obtaining qualified marketing research, 
extension and service personnel, and partly upon a rather widespread lack 
of confidence m the potential efficacy of marketing research m helping to 
solve some of the more important agricultural problems. 

* A discussion at the Annual Meeting of the American Farm Economic Associa- 
tion, Green Lake, ‘Wisconsin, September 14, 1948. 
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I agree that it is not desirable to devote more funds to marketing than 
can be efficiently utihzed over the long run At the same time» I think that 
those who sincerely believe in the desirability of more rather than less 
emphasis on marketing should guard against the possibihty of a perma- 
nent diversion of Research and Marketing Act funds to nonmarketing work, 
rationalized on the basis of the present temporary personnel shortage Per- 
haps I am too suspicious of the intentions of some administrative officials 
in regard to support of marketing research. This may stem from my ob- 
servations of what happened in the case of Purnell funds Given a free 
hand, I am sure that many research and eirtension administrators could 
find what appears to them to be good use of most of the appropriations 
under the Act, in doing more of the same kind of things that have been done 
in the past 

We have heard here this afternoon several references to “overemphasis’* 
of marketing, Personnally I fail to see any evidence of such overemphasis. 
Visiting the campus of an agricultural college, one is directed to the dairy 
building, or the soils building, or the chemistry building, but never to the 
marketing building The marketing man on the staff may be found sharing 
a room on the third floor of the administration bmldingl 

Dr. Renne says that “even agricultural economists are inclined to admit 
that this is placing heavy emphasis upon marketing and new and extended 
uses.” Again, he hopes that opportumties for other contributions under the 
Act will “not be lost because of undue emphasis or preoccupation with a 
single phase of the agricultural problem, ...” He raises the question as to 
whether “the Act perhaps does not give sufficient emphasis to research on 
the broad fundamental problems ...” He apparently does not like the 
fact that “the emphasis is preponderantly on marketing work, and imphes 
that an increase in marketing efficiency . . . will largely solve Agriculture’s 
most pressing problems.” 

Dr Renne points out that “all of us know that more efficient marketing 
will not m itself make the difference between 4-cent hogs and 30-cent hogs, 
or between 35-cent and $2 00 wheat, or between 5-cent and 20-cent cotton. 
These prices have occurred under marketing procedures that were essen- 
tially identical.” 

The implication is that because changes in business conditions or inter- 
national trade have had more effect on hvestock or crop prices than have 
marketing changes, marketing research will be correspondmgly less effect- 
ive than research in other fields including business conditions or mterna- 
tionaJ trade. I am sure that Dr Renne, on second thought, would draw no 
such conclusion. Remedies are not necessarily related to causes. A broken 
leg is treated in the same way whether incurred in an automobile accident 
or from a slip in the bath tub. And fluctuations should not be confused 
with levels Marketing conditions in the past have not fluctuated as much 
as some other conditions, but this does not imply that we may not con- 
tribute as much or more to raising the level of agricultural income through 
improvements in marketing as by improvements in other conditions which 
might be the subject of research and service work under the Act. 

I am not one of those who look upon marketing as *Hhe agricultural prob- 
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lem,” but I am vigorously opposed to the defeatest attitude wbich many of 
our research administrators and even agricultural economists seem to have 
toward the practical benefits to be derived from marketing research and 
service work. I believe that any evidence which may appear to support such 
an attitude reflects the inadequacy of our approach to marketing research 
and service W’ork 

In my opinion, if we disagree with Congress m its evident intention to 
place major emphasis on marketing in the work under the Act, and be- 
lieve that the appropriations should have been authorized for use in de- 
veloping other types of research, we should take these conclusions to Con- 
gress and suggest a revision of the Act Meanwhile, right or wrong, Con- 
gress has directed us to emphasize marketing, and we should make an hon- 
est attempt to use the funds for finding major solutions to major marketing 
problems, rather than to circumvent the intention of Congress by indirec- 
tion. 

Although he has been very diplomatic about it, Dr. Renne has seemed 
to favor a division of funds which would give the State institutions a more 
nearly fixed and greater share of them, and fewer restrictions on the way in 
which college officials might spend these funds. I gathered that he does 
not fully approve of the degree of flexibility m the administration of the 
Act which has been given by Congress under Title 11 He wants the Ad- 
ministrator of the Research and Marketing Act to issue a policy statement 
fixing these conditions to a degree which the Congress itself avoided 

Without trying to justify the manner m which the Administrator’s staff 
has handled the job of administering Title 11 funds under the flexible pro- 
visions of the Act, I maintain that we would be reducing potential accom- 
plishments under the Act by eliminating or materially reducing the flexi- 
bihty under Title II by allocations of funds on a cut and dried basis We 
need more rather than less centralized direction of research under the 
Act, and more rather than less cooperation between Federal and State 
agencies. 

Most important marketing problems are not found within the boundar- 
ies of a farm, a local shippmg point, a State, or even a region Marketing 
research and service work presents a different problem, requiring a qmte 
different approach, from research and extension in agricultural production. 
The failure to recognize this, and the continued attempts to do marketing 
work on the same kind of mdividuahzed, lone-wolf basis that frequently 
has characterized production research, is in my opinion a basic reason for 
the lack of larger accomplishments in the marketing field in past years 

The atomic bomb never could have been consummated successfully by 
individualized laboratory research, even though much of the latter was a 
necessary prerequisite Similarly, the marketing job is big and complex, 
and its successful conclusion wuU necessitate large scale thinking and team 
work. We will never get very far as long as both State and Federal agencies 
give more attention to jealously guarding their bureaucratic positions than 
to clearly outlining and attacking the national marketing problems which 
the Congress directed us to deal with under the Act. 



Research and Marketing Act of 1946 — ^Discussion 501 


Dr. Renne apparently labors under the erroneous impression that Title 
n funds going to the Production and Marketing Administration are used 
mainly for marketing service work. He has used some very diplomatic 
language in convening the thought that many State research adminis- 
trators frown upon substantial allocations of Title 11 research funds to 
PMA, and are not eagerly seeking new research relationslups with that 
agency of the Department. The ostensible reason for his attitude seems 
to be the fact that PMA is engaged primarily in marketing regulatory 
and ser^nce work. Surely, however, this responsibility for regulatory and 
service work cannot be seriously considered as the true basis for such ob- 
jections to research by PMA. The Agricultural Research Administration 
has very extensive responsibilities in the regulatory and ser\^ce field A 
large part of the activity of the Bureau of Agricultural Economics consists 
of service work closely alhed to that done by PMA The State institutions 
themselves are engaged in a variety of service and regulatory activities It 
is my impression that some people are allowing themselves to be influenced, 
in their attitudes toward marketing research agencies, by considerations 
which have nothing to do mth marketing research. I am in no sense de- 
fending the present organization of marketing research within the De- 
partment, but do maintain that in any consideration of the matter we 
should be governed by needs and potential accomplishments under the 
Act, not by extraneous considerations. 

Dr Renne suggests elimination or radical reorganization of the industry 
advisory committees I also have found many things to disagree with in the 
advisory committee set-up. At the same time, it would seem that there are 
certain benefits to be derived from the committees which have been over- 
looked by Dr, Renne. They are an important factor m public relations, in 
fostering support for the marketing research program, and in unearthing 
problems reqmring attention. Later, it is to be hoped that they will 
constitute an important means of getting the end products of the research 
program into actual application, without which the research itself would 
be of little value. No doubt some simplification and revision of the advisory 
committee system is desirable, and I beheve that the matter is receiving 
attention from the Admimstrator 

DISCUSSION^ 

H. R Weliaun 
XJniversUy of California 

It IS worth while for research workers to have the opportunity from time 
to time to view the problems of research through the eyes of the adminis- 
trators. Such a view might make us somewhat more tolerant of adminis- 
trators, and possibly enable us to offer some constructive suggestions to 
administrators. 

* A discussion given at the Annual Meeting of the Amencan Farm Economic 
Association, Green Lake. Wisconsin, September 14, 1948 
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Dr. Trelogan has mentioned the more important problems with which 
he and his colleagues have had to wrestle m laimching the ambitious and 
somewhat novel program of research in marketing under the Research and 
Marketing Act. He has indicated how they have attempted to meet these 
problems, and has given us some idea of the degree of success achieved. 
He readily admits that numerous mistakes have been made, but claims 
that these ‘‘appear to have been outweighed by the gains made in getting 
productive work started with widespread participation along the courses 
intended by the legislation ” He also points out that “numerous problems 
have been only partially solved or remain for further attention ** 

“At the moment ... the one problem about which all others tend to 
center,” says Dr. Trelogan, “is the fact that the demands for work are far 
greater than can be financed or adequately staffed ” He places consider- 
able stress upon lack of funds. The failure of appropriations to match 
authorizations has no doubt complicated the administrator’s task. Choice 
among alternatives is seldom easy, and denial of requests is not a good way 
“to win friends.” Nevertheless I am inclined to place less emphasis than 
Dr. Trelogan does upon lack of fimds, and to give somewhat more weight 
to shortage of qualified personnel. 

The supply curve for well-trained research workers is relatively in- 
elastic m the short run. More funds would have increased the demand for 
research workers m marketing but would not have added much to the cur- 
rent supply of them. The market price for their services might have been 
pushed up, but not much more research would have been accomplished. 

The dangers of having more money to spend on marketing research than 
there are qualified persons to employ are of two sorts. First, there is the 
temptation to hire people who are not yet adequately trained; and second, 
there is the temptation to shift personnel from other fields to marketing. 
Resort to these expedients would tend to lower the quality of research in 
marketing, and m the long run would probably do more harm than good. 

One of the novel features of the Research and Marketing Act is the wide 
latitude given to the administrator in the allotment of funds It is this 
feature which gives rise to most of the administrative “headaches.” Dr, 
Trelogan points out in making allotments “a reasonable balance between 
commodities, between natural and social sciences, and other classifications 
must be maint^ed ” But just what is “a reasonable balance” he very 
wisely does not say 

Whether administrative allocation of funds will prove to be superior to 
congressional allocation of fimds either by direct appropriation or by for- 
mula remains uncertain. Only time will tell. Ten years from now we may 
have acquired sufficient experience to warrant drawing conclusions, but 
not now. 

Likewise I doubt that sound judgments can yet be made regarding the 
effectiveness of regional research. If we had to strike a balance sheet today, 
I suspect that the results secured per dollar of expenditure would not be 
impressive. Yet regional research has, I think, considerable potentiahties. 
But whether these potentialities can be realized is by no means certain. 
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While the pro\ision for regional research tos designed to reduce dupli- 
cation of work among states, another provision of the Act is likely to in- 
crease duplication of work within the states Allocation of funds to state 
departments of agriculture or state bureaus of markets will, I suspect, lead 
to some overlapping of work done by the experiment stations and extension 
services. How serious such duplication may become, I have no means of 
knowing. But it does pose a real problem which could become acute. 

And finally may I emphasize the point which Dr Trelogan made in his 
closing paragraph Much hard work remains to be done by all of us before 
the Research and Marketing Act becomes securely established. It is still 
on trial. 



ROUNDTABLE ON WORLD TRADE 
Chairman; Bushrod W. Alim, Bureau of Agricultural Economics 

UNITED STATES FOREIGN TRADE POLICY— 

A PRACTICAL APPROACH* 

John W. Evans 
Department of Commerce 

M y principal purpose in this paper will be to help you 
feel something of the impact of the prejudices and aspira- 
tions of other countries on our own policy determinations. 

I believe it is the failure of the businessman, and often of the 
economist, to appreciate these practical obstacles that has lead to 
such a wide acceptance of the charge that the United States has 
no economic foreign policy. If we believe in free enterprise, why do 
we permit purchasing missions of foreign governments to take 
business from American private exporters^ If we are opposed to 
the use of quantitative restrictions on trade — of quotas and embar- 
goes — ^why do we tolerate the barriers that almost all countries 
have erected today to limit the importation of goods from the 
dollar areas of the world If we believe in non-discnmination in 
trade, why do we admit to our shores the goods of countries that 
discriminate against our exports? 

The impossibility of formulating our own national policies in a 
vacuum — without regard to world opinion, was revealed in the 
series of international negotiations that culminated in the Havana 
Charter for the International Trade Organization, adopted in 
March of this year by 53 nations, subject to ratification by their 
congresses and parliaments. The Umted States provided the initia- 
tive for these conferences and prepared the draft upon which all 
the discussions were based. As might have been expected, the basis 
of that draft was the traditional American pattern of liberal and 
non-discriminatory commercial policy, but even in the first draft 
an effort was made by the United States to inject a note of realism. 
In spite of the strong hold that private enterprise has on American 
thinking, there was no effort in the draft to outlaw^ state trading. 
The American drafters were content to provide rules which would 

* A paper given at the Annual Meeting of the American Farm Economic Associa- 
tion, Green Lake, Wisconsin, September 14, 1948 
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prevent nations from nullifying, through state trading operations, 
their basic undertaking to refrain from coercing trade into un- 
natural and uneconomic channels Although the drafters transferred 
to this international arena the traditional American fight against 
monopolies and cartels, they recognized the necessity for an excep- 
tion to their own principles and provided for price stabilization 
agreements among governments. Although they gave powerful 
expression to the American conviction that quantitative restrictions 
on trade are more destructive than tariffs, they made provision, 
at least during the postwar period, for the problems of countries 
which must ration the use of their scarce supplies of hard currencies. 

But the note of realism m the American draft of the Charter 
A\as not sufficient to meet the objections of those countries which 
opposed the American concept of liberal international commercial 
policy. At Havana the forces of opposition on more than one occa- 
sion came close to winning control of the Conference and to writing 
not a Charter for freer world trade but an international endorse- 
ment of permanent and chronic economic warfare. 

The source of what is probably the most insistent opposition to 
the American drive toward a reduction of world trade barriers is 
the urge for economic development in almost every economically 
backward country of the world On the surface, this ambition is 
understandable enough. If it could be achieved it would mean 
greater prosperity and higher living standards throughout the w'orld. 
But what most so-called “backward countries” mean by economic 
development is industrial development And when a country of a 
few^ million inliabitants tries to rival the great industrial centers of 
the United States or Western Europe, its costs are likely to be too 
high to permit it to compete with the goods of older industrial 
areas. It must not only reserve its own market for domestic ex- 
ploitation but must try, through bilateral trading deals or through 
the creation of preferential trading areas, to obtain a larger pro- 
tected market for the forced growth of its new industries than its 
own population can provide. In doing so, it is likely to condemn its 
people to a lower standard of living even than that which they have 
enjoyed under a colonial or quasicolonial economy. Yet, the drive 
to industrialize is insistent throughout the world. The depression 
of the 1930’s taught most raw material producing countries that in 
the declining phase of the business cycle the goods they sell in world 
markets fall much more rapidly than the goods they buy. The sec- 
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ond wrld war taught them that they cannot depend on foreign 
sources for even the minimum necessities of modern life. But the 
impetus to industrialize derives as much from political as economic 
motives* As colomal areas have gained their political independence 
they have quite naturally sought to confirm their new status by 
some practical demonstration of economic independence 

The drive toward industrialization begets an immediate hostility 
toward any proposals for liberalizing world trade At Havana it 
provided the unifying force behind an undeveloped country bloc 
that opposed almost all proposals for restricting the right of mem- 
ber countries to use import quotas or embargoes or to create new 
preferential systems. And the almost religious fervor that moved 
the countries making up this bloc enabled them at the same time 
to outdo the United States in their insistence that existing preferen- 
tial systems and the use of quantitative trade barriers by the indus- 
trialized countries be abolished* 

Let me give you an example of the lengths to which the passion 
for industrialization carried its disciples The draft Charter, pre- 
sented to the Havana Conference by the Preparatory Committee, 
contained a general prohibition against the establishment of any 
new tariff preferences, though it permitted the organization to 
grant exceptions, in unusual cases, where such a preference could 
be justified as essential to an approved program of economic devel- 
opment. At the beginning of the Havana Conference more or less 
sw^eeping amendments to this provision were submitted by self- 
styled undeveloped countries from all over the world. Three Central 
American countries submitted amendments which would permit 
any new preferential system between any two or more countries of 
that region. Other amendments w^ould have permitted any new 
preferences desired among the countries that formerly made up 
the Republic of Greater Colombia, that is Venezuela, Colombia, 
Panama and Ecuador. One of these, an amendment submitted by 
Ecuador, w^ould also have permitted any ne'w preference between 
Ecuador and any contiguous country, or betw^een any two con- 
tiguous countries in Latin America or between any pair of Latin 
American countries regardless of location. An amendment submitted 
by Argentina would have permitted any preferential arrangement 
between any two contiguous countries, provided one of them w^as 
‘‘undeveloped *’ Several amendments w^ere submitted permitting 
new preferences among the members of the Arab League or between 
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members of the former Ottoman Empire. Another amendment, 
subscribed to by several countries, would have permitted new 
preferences among the countries of a swollen Middle East, ranging 
from Greece on the west to Afghanistan on the east. And, finally, 
an amendment by Burma would have permitted new preferences 
among any of the countries of South East Asia. 

The amendments to which I have just referred had to do with a 
single article of the Charter. There were amendments as drastic in 
content and nearly as numerous affecting nearly every substantive 
article which could in any way have restricted the freedom of action 
of undeveloped countries to encourage the forced growth of a Bir- 
mingham or a Pittsburgh m every desert and on every tropical 
mountain slope Special exemptions were demanded from the re- 
quirements relating to use of import quotas, the use of protective 
internal taxes, of price fixing or of state trading, or relating to the 
negotiation of tariff reductions. 

While the desire to industrialize may be the most conspicuous of 
the forces in opposition to a liberal trade policy, there are many 
others. But most of them spring from a common emotion; fear of 
uncertainty. This fear, not limited to undeveloped countries, takes 
a great variety of forms. There is the fear on the part of raw ma* 
terial producing countries of price demoralization in the event of 
another world depression. At Havana this fear gave rise to demands 
that the United States guarantee to the rest of the world that it 
would not repeat its breadlines of the 1930’s. However unrealistic 
these demands may sound, it vrould be a mistake to ignore the fact, 
only too apparent to the rest of the world, that the prosperity of 
all countries depends on the prosperity and the purchasing pow'er 
of the United States. 

The European countries demanded greater freedom to control 
their imports, as a necessary aid to reconstruction, than had been 
provided in the original American draft of the Charter. They cited 
not only their present shortage of dollars and the necessity for 
conserving those dollars for the purchase of food and essential capi- 
tal goods, but also the longer term competitive disadvantages aris- 
ing from the destruction of their capital plant, the loss of skilled 
manpower in the war, the liquidation or destruction of income-bear- 
ing foreign investments, the growing disadvantage in their terms 
of trade arising from increasing world agricultural prices and, in 
general, the dislocation of their economic institutions. 
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One of the most puzzling manifestations of this sort of fear at 
Havana was the attitude of the United Kingdom To an American 
economist it would seem that the recovery of Britain as a world 
power IS dependent upon a maximum volume of world trade and 
that a simple will to survive would prompt her to grasp at any 
opportunity that offered a chance of reducing trade barriers in 
other countries. But both in the trade agreement negotiations at 
Geneva and during the Havana Conference it often appeared that 
the British were willing to sacrifice his one chance rather than give 
up any of the obviously temporary advantages of the Empire pre- 
ferential system. 

In the field of international investment a basic conflict of objec- 
tives within the unindustnalized countries resulted in another 
source of resistance. Although industrial development would ob- 
viously be promoted by the encouragement of foreign investments 
within their borders, many of these countries strongly resisted 
any proposals to restrain their freedom of action to discriminate 
against foreign investments or to confiscate the property of foreign 
investors. This apparent paradox arises from the fear, sometimes 
justified by experience, that large foreign commercial or industrial 
interests exercise an undue influence in the political life of the 
country in \vhich the investment is located Attacks on Yankee 
imperialism make good copy in Latin America and have paid off 
well in many a political campaign And no Latin statesman who 
consults the sub-Rio Grande version of the Gallup Poll would 
openly advocate the encouragement of foreign investment by the 
one device most likely to succeed — ^non-interference. A number 
of Latin American delegations attempted to solve this problem by 
proposing that the large, industrialized countries accept an obliga- 
tion to make public funds available to their more backward 
brothers. 

Those are some of the trials that must be faced by any American 
economic foreign policy. I have described them not with any pre- 
tense that they encompass the entire problem or even that they 
provide a particularly useful guide. Let us call them a series of 
random and disorganized laboratory observations. 

Any actual analysis of the problem must begin with an assump- 
tion as to the objectives we intend to pursue. Here, fortunately, 
we are on fairly solid ground. I think we can accept as axiomatic 
that the objective of foreign policy — both political and economic — 
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is security. The only differences of opinion he in how we translate 
“security.” To many it will be synonymous with peace, and to 
these, peace itself wull appear to be the ultimate objective. But the 
security objective of every administration in our history has en- 
compassed two aims; peace if possible, but strength in the event 
of war Thus, while promoting and supporting a United Nations 
to prevent war we actively prepare for the next w'ar, though we 
hope it will not come There have often been wide differences of 
view as to which of these twin aims should predominate at any 
point in time. But complete reliance on one alone has been limited 
to a handful of extremists m either camp. 

The first dilemma of our economic foreign policy, then, lies in 
this dualism. Economic policies aimed at promoting and preserv- 
ing peace may sometimes weaken our own strength m the event 
of war, and economic policies or programs aimed either at a direct 
addition to our wartime strength or at supporting the political ob- 
jective of strengthening our potential allies will frequently run 
counter to those policies best designed to avoid international fric- 
tion leading to war 

While this dilemma is real enough when we must choose between 
certain alternative economic measures, there is a general course of 
policy that can, at least theoretically, promote both objectives at 
the same time. And it happens that this is the course that has been 
followed throughout our history — a. course that is entirely consist- 
ent with the basic philosophy that has characterized American 
economic life from the beginning. In internal affairs it is seen in 
the constitutional provision against trade barriers between the 
states and in our anti-trust laws. On the international front it is 
seen in the constitutional prohibition against export taxes, in our 
adherence to a single column tariff, in our traditional friendliness 
toward the investment of foreign capital withon our borders and, 
at least during the twentieth centoy, in the adherence of both 
political parties to the principle of unconditional most favored 
nation treatment for all countries. This basic policy may be briefly 
summed up as the promotion of freedom of initiative in trade and 
investment, with a minimum of artificial restraint. 

This liberal tradition has served the country well. And because 
it is deeply rooted in American thinking, any discussion of what 
our policy should be must begin with it as a starting point. Will it 
serve as a foundation upon 'which a more detailed structure of 
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economic strategy for the future can be built, or has it outworn its 
usefulness? 

Any foreign policy, to survive, must meet three tests. It must be 
designed to achieve an objective that corresponds with the real 
interests of the citizens it is intended to serve. It must be under- 
standable to those citizens and consistent with their established 
traditions And it must have a reasonable chance of acceptance by 
the outside world if it depends on the cooperation of other countries 
for its success. 

The liberal policy meets the first of these two tests surprisingly 
well. It does seem to offer a means of reconciling the apparently 
conflicting sides of our basic security objective. It fits our need for 
national economic strength even better than when it guided the 
founding fathers. If a large volume of trade contributed to the 
growth and prosperity of the United States in the nineteenth cen- 
tury, it has become essential to us in the twentieth. We have 
emerged from two world wars as the world^s only great creditor 
nation. At the same time, the vast natural resources upon which 
our growth was largely based, have suffered serious depletion. Fur- 
thermore, the rate at which we can exploit those resources has been 
overtaken and exceeded by the tremendous growth in our plant for 
processing materials into goods for consumption or for defense. 
While trade barriers in general reduce the volume of trade, dis- 
criminatory trade barriers can lead to the total destruction of most 
trade in the long run. The essence of trade is specialization. And 
the bilateral balancing of trade — ^frequently the motive and always 
the effect of discrimination — drastically limits the field of speciali- 
zation. The policy of non-discriminatory, multilateral, trade, with 
a general lowering of tariffs, provides a practical compass direction 
for achieving the objective of American economic strength 

The same policy should be equally well adapted to the aim of 
promoting peace. It is no longer possible to attribute all wars to 
economic motives, but it is safe for us to accept the view that eco- 
nomic rivalries do provide powerful incentives for dispute. If all 
trade barriers around the world were removed, there would be no 
need to fight wars to obtain access to markets or raw materials. 
And even if the world were only to abandon the discriminatory 
use of barriers to trade and investment there would be fewer oppor- 
tunities for international political friction. If unrestrained trade has 
added to the prosperity of each of the American states, it should 
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contribute to the prosperity of nations. And if we accept the thesis 
that more prosperous neighbors are more friendly neighbors, a 
liberal trade policy should increase our chances of avoiding wars 
in the future. 

I believe I have already demonstrated that a policy based upon 
non-discnmination and upon opposition to quantitative restrictions 
on trade is consistent with some of the most firmly rooted of Ameri- 
can traditions. I will spare you a further elaboration of the point 
that it is the onhj policy that is consistent with our belief m private 
enterprise. Up to this point it seems safe to say that the liberal 
foreign trade policy meets the second test — that of acceptability 
to the American people The only source of doubt is the question 
of public attitude toward a policy of reducing tariff levels m inter- 
national negotiation The Reciprocal Trade Agreements Act has 
a much shorter history than the other elements that make up the 
broader policy we have been discussing But even here the evidence 
IS of overwhelming public support Shortly before the expiration of 
the Act this year, for example, a Gallup Poll showed 83% of 
informed voters favoring extension. 

There remains the third test of policy. Has it sufficient foreign 
acceptance to hold out a reasonable chance of success.?^ From the 
analysis at the beginning of this paper, it may seem to you that 
the United States stands at one pole, with all the rest of the world 
at the other, and that nothing but the blindest optimism could 
justify our continuing to pursue a course of liberal trade. Let me 
sum up the brighter side of the picture. 

In the first place, very little that happened at Havana indicated 
any great philosophical gulf between the United States and the 
other countries at the Conference. With very few exceptions the 
delegations present indicated their fundamental belief in the main- 
tenance of free enterprise and of the conduct of trade on the basis of 
freedom of choice. The amendments they proposed usually took the 
form of specific exceptions to meet their real or fancied problems 
rather than a denial of the basic philosophy behind the original 
American proposals In fact, other countries sometimes stood on 
the side of simon-pure liberalism against the United States, as 
when they attacked, with some unanimity, the provisions which 
would permit the United States to continue its agricultural sub- 
sidies. On the other hand, some of the exceptions to pure liberalism, 
proposed by other countries, turned out upon examination to be in 
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the interests of the United States. For example, some relaxation of 
the restrictions governing the use of customs unions appeared 
essential if the purposes of the Marshall Plan in strengthening 
Western Europe were to be fully realized Most important of all, 
the opposition to the United States proposals was never unanimous 
on any point. When the devastated countries strove to open a 
breach in the basic principles, they found themselves opposed by 
the small countries, and when wide open exceptions were proposed 
for the benefit of the undeveloped countries, Canada, the European 
countries, and frequently the southern British Dominions rallied 
to the defense of liberalism. 

But the final proof that the United States is not out of step with 
the rest of the world lies in the document that was finally approved 
by the representatives of 53 countries at Havana This Charter 
made concessions, it is true. Some exceptions were broadened. An 
entire chapter relating to economic development took the place of 
a fe'w brief articles in the original American draft. But in spite of 
these changes the basic prmciples remain almost intact. 

The undertaking to lower trade barriers is still there in the obli- 
gation imposed on all members to negotiate with each other for the 
reduction of tariffs and for the elimination of other charges imposed 
on imports. The basic rule against discrimination remains, and the 
only permissible exceptions are those which derive either from 
demonstrated balance of payment diflSculties or from a demon- 
strated need in connection with an approved program of economic 
development. The rules which govern state trading operations are 
more complete and stronger than those in the original American 
draft. The obligations of governments with respect to restrictive 
business practices — while not quite so rigid as in our first proposals 
— ^go far beyond any previous agreement in the internationalization 
of our anti-trust policies. Intergovernmental cartels, in the form of 
commodity agreements, are placed under the control and super- 
vision of an international organization for the first time m history. 

The conscientious student of the Charter for the International 
Trade Organization will find many points at W'hich he disagrees 
■with the final text. Some of the exceptions to the rules will be deemed 
unnecessary. But he must inevitably conclude that the Charter 
does provide for the first time a mechanism w’hereby international 
economic disputes may be ironed out, and that the Charter repre- 
sents the first effort to provide any international restraints on many 
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of the practices of governments which have been most disastrous 
to maximum trade and to peaceful political relations 

The contents of the Charter for the ITO are likely to be discussed 
a good deal during the next six months, as it must be submitted to 
Congress for ratification. Every economist will ^vant to study its 
provisions and reach his own conclusion as to whether, taken as a 
whole, it forms a reasonable basis for the conduct of our inter- 
national economic relations You will want to compare its rules, in- 
cluding the exceptions to those rules, with what we would have in 
the absence of its adoption. Some of the obligations it would create 
among its members approximate or duplicate obligations now exist- 
ing in bilateral agreements or treaties with some countries Many 
others represent a first try at international convention and inter- 
national cooperation in fields which have hitherto been left en- 
tirely to the determination of each country While I do not want 
to reach your conclusions for you, I do urge that you compare the 
Charter not w’lth an imaginary ideal but rather with the existing 
body of international rules and obligations. Those of you who have 
the time and patience will also find it w^orth while to study the text 
of the Charter drawm up at Havana writh the 600 or more amend- 
ments which were submitted at the beginning of that Conference. 

As of possible help to you in your study of the Charter, I want to 
point out one more feature of its provisions — ^what might be termed 
its automatic safety valve. I have heard claims that the basic prin- 
ciples of the Charter have been destroyed by the exceptions and 
escapes w^hich it contains. Put still more harshly, the claim has been 
made that the Charter is honeycombed with exceptions which are 
available to every country except the United States Now, there 
are basically only two major types of exceptions to such fundamen- 
tal principles as that of non-discrimination and the prohibition 
against quantitative restrictions. One of these has to do with the 
need for economic development of backward countries. The excep- 
tions of this type are in every case permitted only under the close 
supervision of the International Trade Organization and, usually, 
only with the prior approval of the Organization or based upon a 
finding of fact by the Organization, Unless a majority of the mem- 
bers of the Organization should be completely cynical, this safe- 
guard should prevent these exceptions from becoming a rule. The 
other class of exceptions are those permitted to countries in balance 
of payments difficulties. In this case the right to use the exception 
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must be based upon findmgs by the International Monetary Fund, 
But let us suppose that all the other countries of the world are able 
to establish the fact that their reserves of gold or hard currencies 
are dangerously low and thereby be entitled to recourse to these 
exceptions. That would come fairly close to being the situation to- 
day if the Charter had now been ratified by the requisite number 
of countries and the Organization had come into existence. Under 
these circumstances it is true that many of the advantages which 
should accrue to our export trade under the terms of the Charter 
and under the tariff concessions that we received in the related 
General Agreement on Tariffs and Trade could be nullified while 
the exports of the other member countries to the Umted States 
would enjoy the full benefits of the Charter with very few excep- 
tions. 

On the face of it this may appear inequitable. But every econo- 
mist knows that the limitation on our total exports today lies in 
the world’s ability to earn or borrow dollars and not upon the re- 
strictions imposed by any one comitry. The crying need at this 
time is for an increase in our imports. For our exports as a whole no 
present stimulation is needed, though there are many individual 
instances in which we wdll want to oppose discrimination against 
American goods in order to preserve our markets for the future. 
Some day the present imbalance will be corrected. Our exports to 
the -world will have fallen or our imports will have increased to the 
point where it is economically desirable for us to obtain a lowering 
of world barriers to our exports in general. At that time most coun- 
tries will have escaped from their balance ol payments difficulties, 
and, under the terms of the Charter, they will no longer be entitled 
to these exceptions, and our exports will begin to receive the full 
benefit of the Charter provisions and of the tariff concessions which 
we have negotiated. Thus, the exceptions in the Charter will, if 
properly drawn, operate to restore and maintain an over-all balance 
of trade and payments throughout the world. 

So far, my analysis seems to be approaching the conclusion that 
the most realistic economic foreign policy for us to adopt is the one 
that is now being followed by the United States Government, and 
that the most concrete exposition of that policy is to be found in 
the ITO Charter. That is, frankly, what I believe. But the analysis 
omits certain important phases of our economic policy that must 
be considered. It does not necessarily take into account the fact 
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that economic policy must serve the political policy being pursued 
at any given time. Obviously the most important phase of our in- 
ternational political policy at the moment is the effort to strengthen 
and restore the countries of Western Europe and the territory of 
the former enemy states now occupied by us or our Western allies. 
The strengthening of Western Europe requires not only financial . 
aid but also sympathetic assistance to the efforts of these countries 
to get back on their own feet. Many of our judgments must be 
qualified by this shorter term but pressing necessity Our attitude 
toward the establishment of customs unions must be modified so 
as to encourage the closest possible cooperation among the coun- 
tries of Western Europe. We cannot permit our attitude toward the 
use of quantitative restrictions to prevent such bilateral trading 
agreements among those countries as may create beneficial trade 
that would not take place in the absence of such agreements. 
Coming closer to home, we must balance the need for mamtainmg 
and military strength against the objective of strengthening Europe 
and other friendly countries This last point will launch me on my 
only excursion into the unpopular subject of export controls If it 
were possible to view our future security entirely in terms of the 
strength of the United States within its continental limits, it would 
make sense for us to prohibit the exportation of all those capital 
items that would serve any purpose in building our industrial ca- 
pacity. But if we want strong allies the export of a few thousand 
tons of steel, of machine tools or even of food may add much more 
to our global strength than if they were consumed in the United 
States. 

I have named only some examples of the special problems that 
arise if our economic policy is to be coordinated with our political 
policy But I hope they are enough to show that a too academic 
approach to our basic policy of liberalism in world trade and our 
basic purpose of maintaining maximum strength within our own 
borders must be qualified. With this in mind, I think you will find 
that many of the provisions in the ITO Charter are more realistic, 
from the point of view of the United States, than they may appear 
at first glance. And I hope you will find that the administration of 
our export controls, though such controls by their very nature in- 
volve injustices and inconsistencies, at least indicates an effort at 
realism. 

I and afraid that all that I have said will sound like an apologia 
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for the entire present course of United States policy. It has not been 
so intended. Many mistakes have undoubtedly been made. I know 
of some and have played my share in making those mistakes. My 
main thesis is that, in spite of the calamity howlers, the world has 
not so changed as to make our old gods impotent. So long as we 
approach them with a touch of realism they should still serve us 
well. I have tned hard to conjure up better or more practical ones 
but have not been able to find them. 

DISCUSSION 

Don S. Anderson 
Frodudton and Marketing Admmielration 

Recently the paper reported that the Secretary of Commerce had se- 
cured a twelve per cent reduction in the allocation of wheat for export 
that had been recommended by the Secretary of Agriculture, These same 
papers implied that this was a victory for the Secretary of Commerce over 
the Secretary of Agriculture, Perhaps this should anger me and cause me 
to find much fault with Mr. Evans* paper, since he is a part of the De- 
partment of Commerce. 

But I find it hard to be angry. Old things are comforting, and last eve- 
ning it was pleasant to encounter old things — ^it was comforting to find that 
agricultural economists — at least some of those on last evening’s program 
— were still concerned with an old worry of theirs — ^agricultural pressure 
groups. This afternoon we have another old friend — ^foreign trade — ^and 
in the main those agricultural economists — ^who through the years have 
argued that much of our agricultural production must be gotten rid of m 
foreign lands if we are to be prosperous should find little to disturb them 
in Mr. Evam’ paper. For Mr. Evans makes reference to a similar circum- 
stance when he says “there are many individual instances in vrhich we will 
want to oppose discrimination against American goods m order to pre- 
serve our markets for the future.” Certainly the phrase “to preserve our 
markets for the future” suggests that some one feels that some time it will 
be necessary to get rid of some of our production in foreign lands if we are 
to be well off. 

Now this, of course, has nothing to do with pressure groups or with the 
twelve percent reduction in the wheat export allocation. This reduction 
will make more wheat available for the United States housewife The fact 
that with a fixed amount of money available to ECA the less money spent 
on agricultural products the more will be available for industrial products 
is entirely incidental. Last evening’s discussion seemed to indicate that all 
of the pressure groups are on the side of increasing exports of farm products. 

But there are one or two sentences in Mr. Evans’ paper that do raise 
the question of pressure groups^ — ^to which reference was made last eve- 
ning. It reads, “While the desire to industrialize maybe the most conspicu- 
ous of the forces in opposition to a liberal trade policy, there are many 
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others.” Reference is made to "the desire*’ but we are ^ven no hint of who 
has or holds this “desire.” If the “desire” exists in a democracy, who could 
hold it and make it felt other than a groups But perhaps it would be a pres- 
sure group only if the “desire” was one of which we did not approve. If on 
the other hand the “desire” was one held to be worthy, the group would 
just be nice people interested in the “general welfare.” 

There is another sentence even more suggestive of group action. It reads, 
“This apparent paradox arises from the fear, sometimes justified by ex- 
perience, that large foreign commercial or industrial interests exercise an 
undue influence in the political life of the country in which the investment 
IS located.” Obviously the topic assigned to Mr. Evans did not require that 
he comment on the possibility of large commercial or industrial interests 
exercising undue influence when they are located not in foreign lands but 
in the land of the owner of the investment. 

But there are other parts of the paper that could have been elaborated 
on to the benefit of those who are here to hear it. It is stated that “we can 
accept as axiomatic that the objective of foreign policy — ^both political 
and economic — is security,” It is stated further that “the security of every 
administration in our history has encompassed two aims peace if possible, 
but strength in the event of war.” With this most people will probably 
agree, for most of us want peace so badly that we are willing to go to war 
if that is necessary to preserve the peace. 

The bothersome sentence m the discussion of this conflict between what 
is necessary to preserve the peace and what is necessary for strength in 
war reads, “Economic policies aimed at promoting and preserving peace 
may sometimes weaken our own strength in event of war.” 

Why should this be so? For example, it is pointed out that, “the vast 
natural resources upon which our growth was largely based, have suffered 
serious depletion.” Our strength in war should then be strengthened by 
large imports of materials free from import duties. Should such imports 
interfere with the keeping of the peace? Do we now have restrictions of our 
own that interfere with such importations? It has been reported that sur- 
plus property abroad has not easily been brought back to this country. 

“The basic policy of the country is briefly summed up as the promotion 
of freedom of initiative in trade and investment, "with a minimum of 
artificial restraint and it is suggested that this policy is well adapted to the 
aim of promoting peace.” 

^Vhy should there be any thought of conflict in the field of foreign trade 
between keeping the peace and strength in event of war? Might it possibly 
be that this is a carryover from the idea of so many agricultural economists 
that we must get rid of much of farm production in foreign lands if the 
farmer is to be prosperous, or of the industrialist that he must have foreign 
markets if his profit and loss statement is to be pleasing to his stockholders? 
Have economists imconsciously accepted the Marxist criticism of the 
capitalism that capitalism cannot survive without foreign markets in which 
to dump a part of its output^ 

We say we must export in order to import* But what is it that we need 
from foreign lands that they would not sell us if we gave them a chance? 
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We are told ‘‘that every economist knows that the limitation on our 
total exports today lies in the world’s ability to earn or borrow dollars and 
not upon the restnctions imposed by any one country.” If this be so, and 
there is no reason to doubt it, why do we persist in our emphasis on foreign 
markets for our foods rather than on American markets for foreign goods? 

Last eveuingf Mr. Elmhirst suggested that man was something other 
than a “consuming animal.” For that suggestion we might find the answer 
to the economist emphasis on “selling” rather than on “buying” when he 
talks of foreign trade. 



THE EUROPEAN RECOVERY PROGRAM AND THE 
AMERICAN FARMER* 

Helen C. Fabnbwobth 
Food Research Institute 

T he xAmerican farmer has good reason to be interested in the 
European Recovery Program — ^primarily in the longer~run 
effects of the Program on European production and trade He wants 
to know how much recovery and change in Europe’s agriculture 
can be expected by the time the Program is ended And he is anxious 
to have the Program contribute heavily to the development of 
European export industries that can finance continued large agri- 
cultural imports 

In this paper special emphasis will be placed on assessing the 
the past and prospective recovery and redirection of European 
agriculture Secondary attention will be given to the import needs 
of the ERP countries and to the related benefits and adjustment 
problems that American farmers can expect to result from the 
Recovery Program. 

Three Years of Agricultural Recovery 
How much agricultural recovery has already occurred in Europe? 
This is not an easy question to answer. Many of the postwar crop 
and livestock estimates of European governments are almost cer- 
tainly too low, and there is no basis for determining the degree of 
underestimation involved. The FAO consistently publishes the 
oflScial estimates, whereas the OflSce of Foreign Agricultural Rela- 
tions often publishes higher unofl&cial approximations. 

Despite quantitative uncertainties, several facts about the post- 
war agricultural recovery of Europe are fairly well established. First 
the low point in farm output was reached in the crop year 1945-46, 
when the total production valued at prewar prices apparently 
amounted to only 65-75 percent of the average for the last five 
prewar years.^ This low level was due in part to shortages of trained 

* A paper ^ven at the Annual Meeting of the American Farm Economic Asso- 
ciation, Green Lake, Wisconsin, September 14, 1948. 

^ An FAO study, based on ofiScial figures, estimates the agricultural output of 
1945-46 in 23 European countries at 63 percent of the level m 1935-38 (IJmted 
Nations, Department of Economic Affairs, A Survey of the Economic Situation and 
Prospects of Europe^ April 1948, pp. 10-lS). In contrast, the OFAR, usmg adjusted 
figures, estimates the 1945-46 “total farm output” of Continental Europe ex USSR 
at about 75 percent of the prewar average (World Food Situation IQJ/S, February 
1946, p 43). The* presnt writer beheves that this wide range of estimation cannot be 
narrowed appreciably on the basis of evidence now available. 
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farm workers^ draft power, farm equipment, fertilizers, and good 
seed, to agrarian reforms and population shifts in Eastern Europe, 
and to substantial destruction of crops and livestock through mili- 
tary operations Important as these war-associated factors were 
however, they deserve little more emphasis than the prolonged, 
drought of 1945, which took heavy toll of crops and pastures 
throughout the Mediterranean and Danubian areas. 

In the following year, European farm production rose to some- 
thing like 73-83 percent of the prewar level. Weather conditions 
were generally favorable except in southeastern Europe, where 
drought again sharply reduced the Danubian harvests. In other 
areas, crop increases were limited mainly by disorganized transport 
and by persistence of many of the shortages of the preceding year. 

Considerable progress was made during 1946 in returning workers 
to their farms and in providing farmers increased supplies of produc- 
tion equipment and fertilizers.^ In the fall of 1946 European farmers 
reasonably hoped to expand their sowings of better seed on better- 
prepared and better-fertilized land. But atrocious weather defeated 
them. In ■western Europe winter set in before the planned sowings 
w^ere completed. Later, record-low temperatures heavily damaged 
the planted crops. Finally, the summer of 1947 brought one of the 
worst droughts in history to central and western Europe. In conse- 
quence the production figures for 1947-48 were lower than those of 
the preceding year. 

In view of these circumstances, one must look to the 1948 out- 
put figures for the first reliable indication of the degree of agricul- 
tural recovery in Europe. The preliminary crop figures now avail- 
able suggest a European bread-grain harvest equal to 85-90 
percent of the prewar average and a total grain-potato-sugar out- 
turn of similar proportions. Since the production of ammal 
products will be relatively smaller, we can now expect the total 
agricultural output of Europe to be larger in 1948-49 than in any 
preceding postwar year, but still some 15 percent or more below the 
prewar level. This implies a rate of recovery in agriculture lower 
than in other sectors of Europe’s economy. 

* U. S. State Dept., Pub. S09S, Commodity Reports xnclvdmg Manprymer (Jan. 5, 
1948), eap pp. 113-14, 126; H. Kept. 1845, 80th Cong , 2d sess (Final Report on 
Foreign Aid of the House ^lect Committee on Foreign Aid Pursuant to H, Res 
296), pp, 551-56; International Emergency Food Council, Report of the Secretary 
General to the Fourth Meeting of the Council (July 1947), pp. 73-75, and itnd , . . . 
fo the Fifth Meeting of the Council (October 1947), pp 48^9, 
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The various countries and products have not shared equally in 
the recovery to date In the United Kingdom and Eire, farm output 
has recently been even larger than m 1934-38. In Italy, Spain, 
Portugal, Switzerland, the Scandinavian group and maybe Prance, 
current production is apparently close to 90 percent of the prewar 
average. In sharp contrast, Germany, Austria, Poland, Hungary, 
and Yugoslavia have grain and potato crops that appear at least 
20 percent below prewar levels, and their output of animal products 
is probably even lower Extensive war destruction, social and agrar- 
ian reforms, and population shifts have operated against speedy 
agricultural recovery in these countries; and in Germany, reduced 
supplies of fertihzers and farm machinery have been important 
contributing factors. 

Among the various farm commodities, animal products have 
recovered less fully than products of vegetable origin, and pig 
and poultry products less than other animal products. These rela- 
tionships are normal in periods of food shortage, since animals — 
particularly pigs and poultry — compete with human beings for 
grain. Certain crop-structure changes since prewar years also ap- 
pear significant. Particularly impressive are the sharp fall in the 
rye acreage and big percentage increases in the areas devoted to 
vegetable oilseeds, fibers, and tobacco. Yet rye remains a major 
European crop, and the oilseeds, fibers, and tobacco are still very 
minor crops. 

Prospective Recovery by 1952 

Let us now consider the prospects for further recovery by 1952 
in (1) the ERP countries, and (2) the countries east of the “iron 
curtain.” 

Volumes have been written on the economic plans and prospects 
of the ERP countries; and their agricultural production goals and 
import requirements have been subjected to close scrutiny by Amer- 
ican experts. I shall merely summarize, therefore, what these plans 
suggest with regard to future production in the ERP countries 
(including Western Germany). The original estimates in the 
Report of the Committee of European Economic Cooperation^ broadly 
indicated that prewar crop and livestock levels could be restored 
by 1950-51 in most of the ERP countries. Indeed, the over-all pro- 

® U. S. State Dept., Pabs. 2930 and 2952 (released September and October, 1947). 
See also revised estimates in ihid , Commodity Reports . . , pp 81«-104. 
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duction goal for that year was put above the 1934-38 average. Sig- 
nificant net increases m production were anticipated for coarse 
grains, potatoes, oilseeds, sugar, tobacco, fruit, milk, and eggs, with 
no appreciable change from the prewar level in the total output of 
bread-grains and a decline in meat production largely confined to 
Western Germany and the United Kingdom. As a group, these 
countries expected to have more cattle, sheep, and poultry, but 
fewer horses and pigs, than in 1934-38, with practically all the de- 
cline in pigs concentrated m Western Germany, Austria, and the 
United Kingdom. 

In analyzing these estimates, American experts suggested that 
the grain crops might well be increased more rapidly and livestock 
numbers and animal products less rapidly. The American estimates 
thus implied that prewar production levels for meat, milk, and eggs 
would not be fully restored by 1950-51 or even 1951-5^; and they 
indicated that sheep, as well as pigs and horses, would probably 
still be below their prewar numbers. Furthermore, even the increased 
grain figures of the American experts implied a lower ‘per capita 
output of grain in the ERP countries in 1951 than in 1934-38. 

Greater uncertainties are involved in trying to appraise the pros- 
pects for agricultural recovery in Soviet-dominated Eastern Europe 
The Committee of European Economic Cooperation assumed that 
the fliow of agricultural surpluses from Eastern to Western Europe 
would be resumed during the next few years and that the flow of 
cereals would reach prewar proportions by 1951 ^ This view, how- 
ever, is open to question on several grounds. 

Let me present a few of the pieces in this complex jigsaw puzzle. 
We have already noted that agricultural production in most of the 
eastern countries is still substantially below prewar levels within 
comparable boundaries — perhaps a fourth or more below in Poland 
and Eastern Germany, a fourth to a fifth below in Hungary and 
Yugoslavia, and a fifth to a tenth below in Rumania, Bulgaria, 
and Czechoslovakia. Land redistribution in Eastern Europe — par- 
ticularly in Poland, Hungary, and Rumania — ^has reduced the size 
of most farms to dimensions normally associated with inefficiency, 
and it has increased the area cultivated by farmers with little 
“know-how.” 

These considerations and also experience with the agrarian re- 
forms of 1918-21 suggest that full recovery of farm production may 

* Vol I, p 48 
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be delayed a number of years in several of the Soviet-dominated 
areas. Yet only for Poland is this prospect clearly indicated in the 
published agricultural plans. The Polish plan calls for a total agri- 
cultural output in 1949 equal to only 75-80 percent of the prewar 
level; and full basic recovery, therefore, seems out of the question 
by 1951. In contrast, the plans of Yugoslavia, Bulgaria, and Czecho- 
slovakia all specify significant increases above prewar levels by 
or before 1951; and even for Hungary the Communist Party plan 
envisages recovery to 95-100 percent of the 1938 level by 1949- 
50.® Fmally, though less complete information is available for Ru- 
mania, the grain area planned for that country for 1949 closely 
approximates the prewar average, while substantial increases are 
indicated for sugar and the major industrial crops. 

We may well ask what major assumptions underlie the optimistic 
plans of the Eastern countries and whether these are realistic. 
All the plans assume increased mechanization, more fertilizer, 
improved seed, better cultural methods, and a broad shift toward 
greater diversification and intensification of agricultural produc- 
tion. In the past, such changes have come only gradually m 
backward countries, but many Communist planners in Eastern 
Europe are convinced that these improvements can be intro- 
duced rapidly under state guidance through the agricultural co- 
operatives they are promoting. The Yugoslav plan is one of the 
most optimistic, counting on yields per acre in 1951 typically 10- 
20 percent higher than on the average in 1934-38 and on in- 
creases in livestock ranging from 15 percent for cattle to 70 percent 
for hogs. To outside observers such optimism seems unrealistic. 

The outlook for grain exports from Eastern Europe is influenced 
also by the prospective changes in economic structure that all of 
the plans envisage. Increased emphasis is put on industrial develop- 
ment and, in agriculture, on pig-raising and sugar, fodder, and in- 
dustrial crops. Part of the acreage required for the enlarged crops 
is to come from reduced sowings of one or more major grains — of 
maize in Yugoslavia and Rumania, of wheat and rye in Hungary, 
of -wheat and maize in Bulgaria, and of rye in Poland and Czecho- 

® Bank for International Settlements, Seventh Annual Report (Basle, June 1947), 
p 156, United Nations, A Survey of the Economic Situation . , pp 13^39; France, 
Ministere de TEconomie Nationale, Etudes et Conjuncture, Economic Mondiale, 
July-August 1947, esp, pp 96-97, 113-15, 140-42, 146-47, Foreign AgncuUure 
(U. S Dept Agr , Off of For. Agr. Helations), February 1948, p 37; Canada, De- 
partment of A^culture, Agriculture Abroad, various issues. 
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Slovakia. Several of these countries, however, plan larger areas of 
other grains than they had in the prewar period, and most of them 
anticipate that increased yields per acre will go far toward ofPsetting 
their reductions in grain area. 

It is impossible to foresee how these and subsequent plans will 
affect the grain production of Eastern Europe. The generalized 
plan to reduce solvings of grain and to expand other crops and pig- 
raising is in line with the observed tendency to intensify and diver- 
sify production on smaller farms. But it seems unlikely that the 
current poor farming conditions and practices in Eastern Europe 
can be improved rapidly enough to raise yields per acre materially 
by 1951; if not, the reduced grain acreage will mean a correspond- 
ingly reduced production (with average weather). 

Two other questions are involved in the outlook for gram exports 
from Eastern to Western Europe: (1) How much grain will the 
Eastern countries use at home? (2) How much will they send to the 
USSR? Only a bold person would hazard specific answers to these 
questions, I shall merely discuss three factors that have an impor- 
tant bearing on the answers. Here and elsewhere, I take no account 
of the unforseeable changes that would be introduced should there 
be a critical worsening of American-Soviet relationshps. 

First, the food use of grain in Eastern Europe will presumably be 
affected by population changes. The present population of Poland 
and Czechoslovakia is perhaps 20 percent s^maUer than the average 
for the same boundaries in 1934r-38, while that of the four Danube 
exporting countries is less than 5 percent larger,® Even with appre- 
ciable increases by 1951, the total population of the satellite areas 
will probably be 8-10 percent smaller than in the prewar period, 
reductions in Poland and Czechoslovakia more than offsetting the 
estimated net increase of 6-8 percent in the Danube exporting 
countries. If there is no significat change from prewar years in 
the per cajnta consumption of grain for food (which seems possible), 
the population changes in these areas will bring corresponding 
changes in the use of ^ain for direct human consumption. 

Second, the amount of grain retained in Eastern Europe for live- 
stock feeding during the next five years will depend largely on the 
rate of restoration and expansion of the depleted herds of that 

* Tte population approximations in this paper are based mainly on estimates in 
World Pomdotion EsttmeUes (U. S State Dept., OIR Report No 4192, Mar 1, 
1947), and United Nations Statistical Office monthly releases on population. 



European Recovery and the American Farmer 525 


region. The agricultural plans of all the Eastern countries call for 
exceedingly rapid increases in livestock numbers, with emphasis 
on pigs and poultry — ^animals that are heavy consumers of grain and 
potatoes. Fulfillment of these plans necessarily depends on the pro- 
duction of good crops, on a moderate (rather than large) flow of 
grain reparations to the USSR, and on relatively light exports 
It seems most reasonable to anticipate that the increase in grain 
production will be slower, and the volume of grain exports and 
reparations larger, than would be consistent with attainment of the 
present livestock goals. Beyond 1951 the outlook is even more un- 
certain. If the Eastern countries carry out their present intentions 
to intensify and diversify their agriculture and to emphasize live- 
stock raising, their former grain surpluses may virtually disappear; 
and they may offer for export increased quantities of livestock and 
animal products — grain “on the hoof” and in refrigerator cars. 

Finally, we want to know whether the gram and livestock sur- 
pluses of Eastern Europe will flow eastward or westw^ard. This will 
probably depend primarily on the desires of the Soviet Union, whose 
present five-year plan calls for a total grain acreage in 1950 about 8 
percent smaller than the average for 1934-38 within the same boun- 
daries In spite of the planned cut in acreage, the USSR is counting 
on a 1950 grain production 12 percent above the prewar average — 
to be achieved by a remarkable 20-percent increase in yield per 
acre,^ Whether the USSR will or will not need substantial grain 
imports in 1950-51 depends heavily on what portion of the planned 
increase in yield is effected. Fulfillment of the plan would permit the 
Soviet Union to take care of the grain needs of her own population 
(which is expected to be 6-8 percent larger than in the prewar 
period)® and also to provide more than enough grain for her own 
livestock.® But if there should be a negligible increase in grain yields 
per acre, the per capita supply of domestic grain would be reduced 
by perhaps 10-14 percent, suggesting the need for substantial net 

^ To insure comparability with 1950 goal figures, yi®i<l ®ti^d production compari- 
sons here and ekewhere are based upon 1934-38 averages for Russia’s enlarged tem- 
tory, roughly adjusted to refer to biological yields 

* Basw on estimates in U. S. State Dept , WofM Popidaiion Estimates, and 
Frank Lorimer, Tke Population of the Sonet Union * History and Prospects (League 
of Nations, Geneva, 1946). 

® Announced livestock goak for December 1950 specify smaller pig and horse 
numbers than in 1938 (down some 3 and 24 percent, respectively, in comparable 
boundaries) and substantially larger cattle and sheep herds (up 10 and 65 percent, 
respectively). These goak appear very optimistic in view of flie depleted state of 
Russia’s livestock m 1946 
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imports. Even so, Russia’s import requirements would be smaller 
than the decline in the per capita supply figures might suggest, since 
the Soviet Union used part of her prewar grain supply for export (an 
average 1.5 million tons yearly) and part for feeding more grain- 
consuming livestock than she seems likely to have in 1950-51. 

Perhaps it is most reasonable to anticipate that the USSR can 
get along quite well in the early 1950’s with small to moderate gram 
imports and reparations. The enlarged Soviet population will also 
require, however, increased imports of meat, cheese, and other ani- 
mal products if anything like the prewar per capita consumption 
of these products is to be restored by 1951 (and even the prewar 
level was low by Western European standards). Yet in the future, 
as in the past, Russia’s actual trade in grain and other foods seems 
likely to be determined less on the basis of calculated need than on 
the basis of unpredictable political policy. 

Let me now summarize the main points of the preceding discus- 
sion in so far as they pertain to grain — the most important item on 
the EBP import list and the chief product moving from Eastern 
to Western Europe in the prewar period. The ERP countries need 
unusually heavy imports of wheat and feed grains during the next 
few years; and their growing populations and present agricultural 
plans suggest that their import needs in 1951-55 will still be consid- 
erably higher than in the prewar period, American farmers want to 
know where the increased grain imports will come from, particu- 
larly after ERP is ended. The CEEC countries appear to have been 
unduly optimistic in counting on restoration of the prewar west- 
ward flow of grain from Eastern Europe after 1951. Not only may 
less grain per capita be produced in the Eastern area in the early 
1950’s than in prewar years, but more grain may be retained there 
for feeding increased numbers of pigs, chickens, and other livestock 
that are destined partly for export, partly for increased domestic 
consumption. Equally significant is the possibility that the USSR 
may shift from an export to an import basis for grain and that she 
may also import substantial quantities of animal products. 

The sizeable grain exports from the USSR and the Danube Basin 
during the past year may appear to shake some of these insecure 
conclusions. The Soviet Union and a couple of her Danube satellites 
signed trade agreements in 1947-48 for the exportation of about 4 
million tons of grain, compared with average prewar exports of 6 
million tons from the USSR and all Eastern exporters (including 
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Eastern Germany). Some people accept this as evidence of the re- 
emergence of a true grain surplus in those countries. More probably 
the explanation lies in the temporarily depleted livestock herds and 
in the restrictive bread rations, forced collections, and other gram 
controls in the Eastern area. As livestock herds are restored and 
expanded and food controls are relaxed during the next five 
years (if they are), smaller rather than larger exports of grain may 
be expected. Here again, however, political motives may dictate 
less rational and more restrictive policies. 

If these very uncertain prospects are borne out, Argentina, Aus- 
tralia, Canada, and the United States will be called on to supply 
the increased grain imports the Western European countries 
want, so long as means of payment can be found. 

Imports Under the Recovery Program 

On all the ERP import lists suggested by various experts, grain 
far outranks every other agricultural product in terms of value, 
followed at considerably lower levels by cotton, fats, meat, sugar, 
fruits, tobacco, and dairy products. It seems probable that substan- 
tial quantities of all these commodities will be purchased with ERP 
funds, but the Economic Cooperation Administration (ECA) may 
decide otherwise. 

It is important for American farmers, other potential American 
pressure groups, and consumers in ihe ERP countries to understand 
clearly the guiding principles ECA officials must follow if the Re- 
covery Program is to be a success — successful in fulfilling the objective 
of the Foreign Assistance Act of 1948 to aid the participating coun- 
tries ‘‘to become independent of abnormal outside economic assist- 
ance*’ by June 30, 1952 — ^independent at a high, not a low, level 
of production and trade Such success would presumably mean that 
American consumers would be increasingly well supplied' with de- 
sired European products, that American taxpayers woidd be freed 
from the burden of making heavy grants to Europe, and that Amer- 
ican farmers and industrialists would have a wider European mar- 
ket for their products than in prewar years. 

Such a high degree of success cannot be achieved easily. With 
Germany lagging, it will be difficult enough to raise the production 
of Western Europe even to the prewar level. And it will be still 
more difficult to close the gap in the balance of payments of the ERP 
countries, because they have lost foreign investments that in 1938 
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netted about a billion dollars a year. The magnitude of the problem 
involved is indicated by the conservative American estimate that 
the ERP countries will have to expand their merchandise exports 
some 30 percent above the prewar volume just to pay for imports 
of prewar size.^° 

The success of the Recovery Program, therefore, is not assured. 
It is possible only if there is unprecedented cooperation among the 
ERP countries themselves, and if top oflBcials in those countries 
and in the EGA continuously act in the spirit of the Foreign Assist- 
ance Act. Reflecting this spirit, Administrator Hoffman declared 
forcefully last July* are not distributing relief . . . We are, 
from my standpoint, investment bankers for recovery. 

Spelled out in more specific terms, this guiding principle would 
seem to mean that ERP funds should be spent so far as possible 
on the importation of production goods and “know-how” — that the 
smallest possible portion should be spent on immediate consump- 
tion goods. Indeed, expenditures on consumption goods appear 
warranted only in so far as they are essential to the maintenance 
of health, political freedom, and economic eflBciency in ERP im* 
porting countries or in so far as they promote efficient export in- 
dustries in ERP exporting countries But all import requests — 
including those directly or indirectly designed to increase the pro- 
ductive power of the ERP countries — should be scrutinized as to 
their probable contribution to satisfactory solution of Europe’s 
difficult balance-of-payments problem. And ERP funds should be 
used to stimulate only those industries that have a fair chance of 
survival on a competitive basis after ERP is ended. 

Let’s consider how the EGA authorities, in their role as “invest- 
ment bankers for recovery,” might deal with a few specifip import 
problems. Both the GEEG and our own government experts have 
suggested that the ERP countries import in every year of the ERP 
period considerably more meat, cheese, processed milk, dried fruits, 
wine, tea, and tobacco than they imported on the average in 1934- 
38. And particularly for the later years of the program larger im- 
ports are also specified for eggs, fresh fruits, and fresh vegetables. 
Every one of these products ranks as a luxury-consumption item 
and should be inspected critically. Moreover, special attention 

U, S Congress, Senate, Committee on Poreign Relations, Ontline of European 
JUweery Program Draft Legislation and Background Information submitted by the 
Department of State . . . , SOtli Cong,, 1st sess (Dec. 19, 1947), p 70. 

U. S Dept. Comm,, Foreign Commerce Weekly^ Jidy 24, 1948, p 14. 
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should be given to the proposed inadequate imports and planned 
reductions in per capita consumption of bread grains, fats, and sugar 
— the cheaper foods that can normally be counted on to help bal- 
ance the budgets of needy nations as well as needy families 

Consider first the proposed wine, tea, and tobacco imports. None 
of these products is essential to the maintenance of health. But 
since the bulk of the wine imports and about half of the tea imports 
would come from ERP countries and their dependencies, the ECA 
might well question whether support of these industries would con- 
tribute to later balance of Europe’s foreign accounts. This possi- 
bility does not exist for tobacco, which would be purchased mainly 
from the United States with ERP dollars badly needed for other 
United States exports In general, it would seem reasonable to 
approve only the minimum imports of each of these products re- 
quired to maintain public morale unless support of the wine and 
tea industries should appear justified as a good recovery invest- 
ment. 

Somewhat different problems are raised by the high import allow- 
ances suggested for fresh fruits and vegetables. The ERP countries 
and their dependencies would supply all of the vegetable imports 
and most of the fresh fruits. Encouragement of vegetable and fruit 
production in these countries is probably warranted, because it is 
in line with recent consumption trends and also with the tendency 
to develop a more intensive agriculture in Western Europe. In 
contrast, the use of ERP funds for financing imports of Western 
Hemisphere fruits would almost certainly operate against the suc- 
cess of the Recovery Program 

More important are the proposed increases in imports of meat, 
cheese, and eggs. The suggested imports would leave the over-all 
supply and consumption of animal products in Northwestern 
Europe materially lower than in 1934-38, but still considerably 
higher than in most other parts of the world, and higher also than 
health considerations alone would demand. The animal-product 
consumption problem of the ERP countries is thus mainly a psy- 
chological problem which warrants further investigation. The prob- 
lem is particularly hard to solve because the dollar cost of imports 
is heavy and the suggested increase in imports — destined mainly for 
the United Kingdom — would be dfficult or impossible to maintain 
after the ERP period. There is the additional question as to whether 
a larger proportion of the animal-product consumption of the ERP 
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couatries could not be produced more economically at home. North- 
western Europe, with its dense, educated populations and favorable 
climate, is especially fitted for intensive, scientific farming in which 
livestock are important. Smaller imports of animal products and 
(if necessary) larger imports of grain to permit more rapid increase 
of some of the domestic herds would put less strain on the Recovery 
Program and also promote better long-run adjustments. 

This partial solution, however, would raise the question as to 
where the increased imports of feed grains could be obtained. Under 
existing conditions (which include government price and export 
controls for both meat and feed grams, long-term contracts for 
prospective meat surpluses, and increased consumption of meat in 
the United States and a number of other countries) there is no 
assurance that the ERP countries could secure extra supplies of 
feed grain even if dollars were made available for that purpose Yet 
it is possible that the EGA could make special arrangements with 
some of the exporting countries to divert more grain to the inter- 
national market. And it is possible that Argentina, faced with an 
assured foreign outlet would adjust her agricultural price structure 
to encourage early restoration of her higher prewar levels of pro- 
duction and export of corn. These and other possibilities might well 
be investigated before ERP funds are used for increased imports 
of animal products. 

In any case, one of the elements essential to rapid economic re- 
covery in Europe is the acceptance of consumption levels consider- 
ably below prewar standards. It is necessary to encourage as much 
investment as is consistent with health, political freedom, and 
economic eflSciency Just as the German people were told that they 
could not have both *‘guns and butter,” so the people of North- 
western Europe must be made to understand that they cannot have 
both meat and machinery in large quantities. This does not mean 
that hunger is to be condoned or tolerated: indeed, the calorie- 
intake level should promptly be raised in several of the ERP coim- 
tries — especially Western Germany It means not less food than in 
the prewar period, but less palatable food — ^more cereals, potatoes, 
fats, and cheap vegetables; less pork and other preferred animal 
products, less overseas fruit, and less tea and coffee. Perhaps the 
greatest danger inherent in the Recovery Program is that the 
various countries will try to maintain (with ERP funds) consump- 
tion levels that they cannot now afford and that they will still be 
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unable to afford after 1952 if the ERP funds are used improperly. 

The degree of success of the Recovery Program will be deter- 
mined not only by the decisions and actions of oflScials in the ERP 
countries and in the EGA, but also by the decisions and actions of 
other oflBcials in various contries. Particularly needed now are 
appropriate actions to combat inflation, to discard unsuitable price 
and marketing regulations, to allocate increased supplies of ferti- 
lizers, feed grains, and machinery to the ERP countries, and to 
modify all exchange and trade policies that handicap either the 
Recovery Program or the balancing of Europe’s trade accounts. 

Meaning to American Farmers 

Now let me summarize briefly what the* European Recovery 
Program and the recent and prospective developments in European 
agriculture may mean to American farmers. 

The most obvious result is an increased four-year demand for 
the major export crops of the United States — especially grain, but 
also tobacco and cotton. These products have usually accounted 
for some two-thirds of the value of United States farm exports, 
they have been in excessive supply in many years since 1931, and 
large exportable supplies can be expected in the future. But whether 
the increased ERP demand should be accounted a benefit or an 
affliction depends on whether it can be sustained after 1952. A 
purely temporary demand on our currently inflated markets would 
merely postpone and make more difficult the eventual downward 
adjustments in price and production that would be required. 

The chief question, then, is: Can American farmers reasonably 
expect a much heavier export demand for their products after 1952 
than existed in prewar years? Under conditions of actual and pros- 
pective peace, the answer seems likely to depend primarily on four 
factors* (1) on whether the Western European countries (including 
Germany) will want to import increased quantities of these pro- 
ducts from overseas; (2) on whether they wil be able to produce 
enough exportable goods and services to pay for increased imports; 
(3) on whether the United States will be willing to make the needed 
dollars available; and (4) on whether American farmers will be 
willing to sell their chief export products at prices that are inter- 
nationally competitive. 

I have already indicated that present signs point to a redirection 
in European agriculture that will provide an expanded market for 
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overseas grain so long as means of payment are forthcoming. And 
the increasing population in Western Europe as well as the general 
upward trend in per capita consumption of tobacco suggest that the 
import demand for this product, too, may be permanently increased 
in the absence of payment difficulties. 

The chief basis for hope that the ERP countries will be able to 
finance increased imports lies in our Recovery Program If the 
funds made available under that Program are spent with due em- 
phasis on imports of production goods and “know how,” the pro- 
ductivity of these countnes could conceivably be raised enough to 
expand their exports 30, 40, or even 50 percent above the prewar 
volume. Since a 30-percent increase is required just to pay for im- 
ports of prewar size, an appreciably larger increase is necessary if 
Western Europe is to contribute substantially to the desired expan- 
sion in world trade. Such a goal is undoubtedly ambitious; it can 
be achieved only through austerity in consumption, hard work, 
good judgment, and the abandonment of traditional, inefficient 
methods of work. 

It is perhaps difficult to avoid a “defeatist” position m consider- 
ing the supply of American dollars likely to be available for financ- 
ing European imports from the United States after 1952. This 
hinges on the willingness of our country to take imports from other 
countries. Our past record in this respect has been bad; many of our 
present laws and institutions are based on erroneous concepts of the 
relationship of imports to American prosperity; and our Congress 
has many members who have no understanding of the economic 
principles of international trade. Yet the situation is not hopeless. 
We can point to the reciprocal trade agreements sponsored by the 
United States, to the efforts, to the efforts of our State Department 
in promoting the International Trade Organization, and to the 
realistic attitude that Congress has shown during the past five years 
in dealing with pressing international economic problems. 

The next obvious step is for the Congress and the Executive 
Departments actively to encourage suitable imports. Without such 
a new approach, American farmers and industrial exporters cannot 
hope to sell heavily to foreign markets after 1952 — ^unless, of course, 
American taxpayers are willing to “foot the bill.” When this idea is 
widely imderstood, and when our Congress finally learns that no 
American industry can be “protected” from foreign imports with- 
out correspondingly reducing the foreign markets available to other 
American industries and American farmers, more appropriate trade 
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legislation will be passed. It is important, however, that this change 
not be delayed too long. Many of the pressing economic problems 
likely to be faced in the coming decade could be partially solved by 
an expanding world trade. And only the United States, the world’s 
leading creditor, is in a position to take the initiative in relaxing 
import restrictions and in actively searching for suitable imports. 
Heavier American imports would mean heavier foreign exports 
which, in turn, would purchase heavier American exports. 

If American farmers could count on a satisfactory solution of the 
dollar problem and on a heavy European demand for overseas 
wheat, tobacco, and cotton after 195^, they could look forward to 
widened opportunities to export their major surpluses. These de- 
velopments would provide American farmers opportunities to exporty 
not guaranteed export markets. Whether our agricultural exports 
would be large or small under these conditions would depend on 
American farm prices. Past experience, current American farm 
legislation, and the existing high level of agricultural prices in this 
country all point to the danger of American farmers pricing their 
own products out of potential foreign markets by insisting on 
government price supports at excessive levels. Continuation of this 
policy would be extremely short-sighted. It would result (as high 
export prices did earlier) in the expansion of grain, tobacco, and 
cotton production in other exporting countries and in the establish- 
ment of European trade barriers designed to encourage increased 
domestic production of grain and synthetic fibers. One can only 
hope that American farm organizations will abandon their insis- 
tence on high government price supports before it is too late. 

In conclusion, then, a number of diflScult problems must be 
properly solved before American farmers can count on lasting 
favorable effects from the European Recovery Program. Several of 
the solutions depend upon appropriate cooperative action by 
foreign and American government officials. But the American 
agricultural price problem, at least, must be mainly solved by 
American farmers themselves. 

DISCUSSION* 

Lois Bacjon 

Mrs. Farnsworth’s excellent paper has brought into sharp relief what 
the European Recovery Program means to the American farmer — a chance 

* A discussion given at the Annual Meeting of the American Farm Economic 
Association, Green Lake, Wisconsin, September 14, 1948, 
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to retain and perhaps expand his prewar export outlets in Europe in the 
more distant as well as the immediate future. Admittedly the odds are 
long, but I think it must be added that without EBP there would be 
virtually no chance of keeping these export outlets open on a self-financing 
basis. 

Among the various problems discussed, prospects for agricultural pro- 
duction m eastern Europe and east-west trade in farm products seem to 
me of particular interest. Restoration of the trade between eastern and 
western Europe is generally emphasized as vitally important to the eco- 
nomic recovery of Europe, and is one of the expressed aims of EBP. Mrs 
Farnsworth, however, suggests the possibihty if not the probability that 
eastern Europe’s agricultural exports will be smaller than before the war 
and will be directed eastward rather than westward In this case, the flow 
of trade between eastern and western Europe could hardly attain the de- 
sired proportions. 

Few impartial students of the area would disagree, I believe, with the 
conclusion that if prewar consumption levels are maintained or increased, 
eastern Europe’s agricultural export surplus will for some time be smaller 
than before the war, for it is diflSbult to envision any likely set of circum- 
stances under which per capita production in eastern Europe can be quickly 
restored to the prewar level Even for a gradual recovery, eastern Europe 
needs a period of more or less settled pohtical and economic conditions. 
Such a period may be indefinitely postponed by the recent drive for col- 
lectivization of agriculture. 

Should Soviet control over the satelhte countries be strong enough to 
force through collectivization rapidly, grain production may be expected 
to fall and livestock numbers would probably also decline. How much col- 
lectivization would reduce the level of output is impossible to say, but 
unless a very heavy drop occurred it would not necessarily be fully reflected 
in exports. The collective system of farming permits a high degree of state 
control over output, and, while the eastern European countries might not 
be willing or able to go so far as the Soviet Union, strong Communist gov- 
ernments would perhaps have httle hesitation in curtailing or holding down 
consumption m order to export when it suited their puiposes. Like the 
Soviet Union, the eastern European countries are intent on fostermg indus- 
trialization. If this aim is given high priority, they might export substantial 
quantities of grain and export them to the west, provided that the west 
agreed to send in exchange the needed machinery and industrial equip- 
ment. 

The urge to industrialize will remain and may even be given freer rein 
if the eastern European countries are able to maintain a measure of inde- 
pendence from the Soviet Union, On the other hand, actual collectiviza- 
tion of agriculture may not be pushed. Continuation of small-scale peasant 
fanning, which now diaractenzes the region throughout, is consistent, as 
Mrs. Farnsworth stated, with the planned shift in emphasis from com- 
mercial grain to livestock production. It would also mean virtually no con- 
trol over farm deliveries, so that mcreases at least in farm consumption 
could not be prevented and the recovery in output for sale would probably 
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lag behind the recovery in total production. Nevertheless, a significant 
volume of agricultural produce, perhaps weighted more heavily with live- 
stock products than before the war, might be offered to the west, again 
provided that it was the means of securing machinery and industrial equip- 
ment. 

To mention the conditions for drawing agricultural products from east- 
ern to western Europe may be only to underline the unhkehhood of a flow 
in that direction. As Mrs. Farnsworth has pointed out, the Soviet Union 
may need grain and will certainly need livestock products if per capita 
consumption is to approach prewar levels. Without attempting to predict 
the future, it seems improbable that the Soviet Union would permit the 
diversion of available supplies to the west unless it received somethmg 
urgently wanted in return. If this proves to be so, the question remains as 
to whether the west can or will wish to meet Soviet desires in order to 
obtain food from the east. 

There are two other points I should like to consider briefly in the time 
remainmg. The first concerns agricultural recovery in western Europe. 
Over large parts of the region it has been impeded not only by shortages 
of means of production and unfavorable weather but also by the critical 
economic situation. Lack of confidence in the currency and scarcities of 
consumer as well as producer goods have weakened the farmer’s incentive 
to exert himself to the full since he has been unable either to save money 
with any f eehng of security or to invest as much as he would like m his farm 
and household. Perhaps the most effective aid to agricultural recovery 
provided by ERP is the opportunity to stabilize currencies and otherwise 
give the farmers a compelling motive for increasing output. Unless the 
most is made of this opportunity and made soon, production plans in a 
number of coimtries are hkely to be imfulfilled. 

The second point has to do with trade betw'een the ERP countries. This 
trade, the restoration of which is so vital a part of European econonuc re- 
covery, has been retarded by the use of foreign trade and exchange controls 
in nearly all ERP countries to confine imports to staple foods and other 
commodities considered essential to national recovery and by the shortage 
especially of European exportable goods that the ERP countries consider 
essential Europe is covered with a network of bilateral agreements, but 
with both parties to the agreements in most cases stri\nng to obtain much 
the same essential goods, avoid taking luxury and semi-luxury goods, or 
what are classed as such in the present emergency, and at the same time 
equalize the flow of trade between them, the actual exchange of goods has 
been below the level warrented by physical availabihties. 

If some of the obstacles to intra-European trade are minimized through 
the recently adopted plan for using a part of the ERP dollars to help fi- 
nance that trade, agricultural exports, which are an important source of 
foreign exchange for a number of ERP countries, should benefit. This will 
tend to increase gross imports into ERP countries over present low levels 
of some of the more expensive kinds of foods and speciality products, since 
they make up the bulk of western Europe’s agricultural exports. Wine and 
fresh vegetables are outstanding cases in point in that exports from ERP 
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countries plus French North Africa, which stands in a special relation to 
France, cover practically all the import requirements of EEP countries, 
and in addition wine is sent overseas. Incidentally, the CEEC figures I 
have seen suggest a reduction in wine and fresh vegetable import require- 
ments during the EBP period as compared with the 1934-38 average. 

The more one looks at some of the uncertainties and difficulties con- 
nected with even a few of the problems confronting those responsible for the 
operation of EBP, the more impressive the size and complexity of their 
t^k appears and the greater the mchnation to stress, with Mrs. Farns- 
worth, that the success of the program will not be easy to achieve. Yet it 
also seems important to me to bear constantly in mind that EBP offers a 
hope and the first real hope of at last emerging from the crisis that has 
plagued us since the close of the war. 



ROUNDTABLE ON PROBLEMS OF 
GRADUATE STUDENTS 

Chairman: E. L. Butz, Purdue University 

CAN GRADUATE TRAINING RISE ABOVE 
INSTITUTIONAL “INBREEDING” 

OF IDEAS?* 

K. E. Ogebn 

Vnitersily of Mznnesota 

I NBREEDING” of ideas implies that viewpoints and ideas are 
accepted without independent thinking and analysis. A high 
quality graduate training cannot be achieved if such “inbreed- 
ing” of ideas takes place. A major goal of graduate study is the 
development of an ability to think effectively and to utilize tech- 
niques of analysis in order to independently arrive at relevant 
value judgments. The development of independent viewpoints is 
especially important in a social science field. The social scientist is 
often forced to make decisions Avhen there is insufficient evidence or 
adequate standards of value from which a conclusively true or 
false judment can be reached. Dogmatic acceptance of ideas pre- 
sented during graduate training will not be adequate preparation 
for future decision-making under different environmental condi- 
tions. 

Can graduate training rise above institutional “inbreeding” of 
ideas.^ The graduate student must first reorient his perspective 
toward objectives of education, if he has not already accomplished 
this during undergraduate training. Much of the educational 
value of undergraduate study is lost because the student’s attention 
is focused on learning the informational facts prerequisite to the 
grades and credits necessary for a bachelor’s degree. Too often the 
student expects specific answers from the professor, while the 
professor is so intent on presenting informational facts and develop- 
ing his own viewpoints that he does not encourage independent 
thinking on the part of the student. Reorientation of the student’s 
thinking and educational perspective is not solely his responsibility. 
Many of the ideas and judgments acquired from institutions such 

* A paper given at the Annual Meeting of the American Farm Economic Asso- 
ciation at Green Lake, Wisconsin, September 14, 1948. 
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as the family, church, and other school levels were based on biases, 
preju(hces, and ineflEective thinking both on the part of the individ- 
ual himself and the persoimel of these institutions. Likewise, in 
graduate traimng, avoidance of ‘‘inbreeding” of ideas is a respon- 
sibility both of the student and the graduate faculty personnel. 

First, the department or administrative head has a definite 
responsibility — that of building a staff which can acquaint students 
with a diversity of analytical tools and techniques of analysis. 
Departmental “inbreeding” is often associated with a policy of 
recruiting staff members who were trained at that institution. 
However, this is only one of several “danger signals” that may exist. 
Faculty members coming from different institutions may all tend 
to emphasize one particular approach, such as empirical, theore- 
tical, or institutional. More than one regional environment should 
be represented in the faculty membership as well as indiviudals 
who received their educational training during different time 
periods. These are neither necessary nor sufficient conditions for a 
diversified staff, but they can be regarded as positive indicators. 
The general role that the department head himself plays is impor- 
tant. Are other faculty members encouraged to express points of 
view that may disagree with the philosophy of the department 
head? Or does he tend to build a faculty which is in agreement with 
his particular philosophies? 

Specific “inbreeding” of ideas may arise, to a large degree, 
through the individual staff members in their classroom and other 
contacts with graduate students. The instructor’s function is more 
than description and explanation, it is also judgment and appraisal. 
But these judgments and appraisals should not be presented as 
final truths. The student should obtain from a course of study not 
the final ans^vers, but a motivation toward additional study and 
research that will aid him in arriving at his own independent evalu- 
ations. The instructor reflects, quite naturally, what he believes 
most important in his classroom lectures, assignments, and also in 
his examinations. The instructor must be on his guard to acquaint 
and direct students to a variety of viewpoints and analyses, par- 
ticularly through his reference assignments. Grades and examina- 
tions are perhaps a necessary evil in graduate work. But the exami- 
nations should be concentrated on testing the student’s ability to 
apply analytical tools of analysis, not the memorization of informa- 
tional facts or a reiteration of the instructor’s own value judgments. 
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The presentation of too much classroom material may also be 
harmful because the student will have so much to think about that 
he will be forced to rely solely on the instructor’s appraisals. 

Finally, the graduate student himself must accept a responsibility 
for the diversification of his traming. He can obtain a diversity of 
viewpoints and ideas from a wide range of reference books and 
professional journals that are at his disposal. He is not necessarily 
limited to the environment and particular approach of a single 
institution. However, attendance at several institutions does not 
by itself provide a satisfactory solution to this problem of “in- 
breeding” of ideas. A college or university which offers graduate 
training, particularly Ph D. programs, has a definite responsibility 
to build a staff of the capabilities described earlier in this paper. 



SPECIALIZATION VS. DIVERSIFICATION 
IN COURSE WORK* 

H. G. Diesslin 
Furdue UniversUif 

T he first academic economist, Adam Smith, probed into the 
nature and causes of the wealth of nations. He pointed out the 
economic policies in his time that would lead to the greatest poli- 
tical and social welfare of the individual countries and the world, 
As this social science developed during the century following 
Smith, it became a more abstract, “ivory tower,*’ deductive, theo- 
retical analysis centered around maximizing profits of the individual 
firm and to a lesser degree the industry. It tended to seal itself off 
from the aspects related to the political and social welfare of society. 
Economics, like many of the social sciences, evolved and developed 
around a hub without seeing the rim around the whole economy, 
consequently, economics as well as other social sciences often 
exhibited a tendency to be inflexible and unadaptable. 

Since the depression of the early 1930’s, the government has 
invaded nearly every phase of our economy; this is particularly 
true in agriculture. The emphasis of economic analysis shifted from 
a micro-economic study of the firm to a macro-economic or aggre- 
gate approach to the industry and national economy as a whole. 

Agricultural economics originally developed around farm man- 
agement. Today it is not uncommon to find eight or ten fields of 
major specialization offered by the agricultural economics depart- 
ments of land-grant colleges. Farm organization and farm manage- 
ment, work simplification, marketing, prices and statistics, finance, 
policy, land economics, and rural sociology are examples of such 
specialization. 

The typical agricultural economist who has grown up on a farm, 
attended rural schools, graduated from a college of agriculture, and 
majored in agricultural economics has no trouble developing a 
special interest viewpoint. But, does he also have command of the 
techniques so that he may cope with today’s economic problems 
relating to agriculture from a political and social point of view? 

Agricultural economics has developed in the form of empirical 
observation and analysis rather than pure theoretical analysis 
because it deals with the practical problems of the agricultural 

* A paper given at the Annual Meeting of the American Farm Economic Associ- 
ation, Green Lake, Wisconsm, September 14, 1948. 
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industry. Although economic theory is a part of the training of 
practically all agricultural economists, a controversy continues to 
rage over the value of theory in this training Howard Conklin gives 
an excellent mtrepretation and discussion of the complementary 
relationship of theory and empirical observation in a recent article 
in this Journal.^ 

In the immediate past there has been a tendency toward extreme 
specialization within agricultural economics, with the consequence 
that the place of agriculture in the rest of the economy, its depen- 
dence upon the other sectors of the economy, and the tremendous 
inequalities within agriculture itself have often been overlooked. 
To refute specialization per se is to refute one of the first principles 
of economics — ^i.e., division of labor However, the first responsi- 
bility of the graduate student today is to acquire a working know- 
lege of the tools he needs — economic theory, history and geography, 
mathematics, statistics, research technique, political science, 
sociology, logic, etc x\long with this foundation of general Tvorking 
tools, the graduate student has the opportunity for moderate 
specialization in both his Master’s and his Ph D theses. 

Whereas research m agricultural economics in the past often has 
been built primarily around the goal of maximizing profits for the 
individual farm or firm, today it must also take cognizance of ques- 
tions pertaining to state and national agriculturalvpolicy and long- 
run social objectives of agriculture. To illustrate, problems of agri- 
cultural policy include the short-run instability of income and 
agriculture’s place in and dependence on other sectors of the nation- 
al economy Questions of long-run social objectives include soil, 
timber and water conservation, income inequality within agricul- 
ture, and migration of excess labor out of agriculture. 

The tools and techniques needed to cope with the research prob- 
lems involved in agricultural policy and social or welfare projects 
are not to be found through extreme course specialization. The 
graduate student equipped with a broad working knowledge of the 
analysis tools of his trade, yet moderately specialized through the 
application of some of these tools in his thesis projects, can readily 
adjust himself to further specialization on the job. This should hold 
true if he is called on to do a piece of research involving a com- 
modity, the firm, the industry or the national economy. 

^ H E. Conklin, “A Neglected Point in the Training of Agncultural Economists," 
this JouBNAL, Volume XXIX, No 4, November, 1947. 



DUAL RESPONSIBILITY BETWEEN THE GRADUATE 
ASSISTANT AND THE UNIVERSITY* 

Sherwood O. Berg 
Cornell University 

F INANCIAL assistance in the form of teaching and research 
assistantships has a close relationship to the number of gradu- 
ate students that embark on professional careers in the rural social 
sciences and to the progress of their work. Such assistance, as 
revealed by a study of the recruiting and training of personnel in 
this field made about eight years ago, extended to one-third of all 
graduate students enrolled in agricultural economics.^ This did not 
include those students engaged in hourly employment or fellow- 
ships. In light of recent expansion in certain phases of research, 
particularly in marketing, it is quite probable that those students 
on assistantships now embrace a higher proportion of all advanced 
students than in 1939-1940. 

An assistantship in the recognized sense is a salary paid to a 
graduate student for -work performed in assisting a professor with 
teaching and/or research or in the preparation of material for 
extension teaching. Over the years, a working relationship between 
the student and the department or university has evolved, in which 
the student is willing to accept a relatively low wage in return 
for experience under professional guidance, and the university is 
willing to help a student financially in return for aid in performing 
many of its minor staff functions. From personal observations, the 
duality of responsibility in effecting or bringing about more fruitful 
results to both is met with a great deal of variability. Some students 
look upon appointments to assistantships much as they would to 
outright grants or subsidies, purely a reward for past academic 
achievements, and barely meet the minimum work requirements; 
others, realizing the opportunity such apprenticeships can afford, 
enter into them with a great deal of enthusisam and an attendant 
love of learning. Institutions, on the other hand, may reflect an 
acknowledged responsibility for the intellectual growth and de- 
velopment of its graduate students as prospective agricultural 

* A paper presented at the Annual Meeting of the American Farm Economic 
Association at Green Lake, Wisconsin, September 14, 1948. 

* Schultz, Theodore W., Training and Uecruiting of Personnel in the Rural Social 
Studies^ American Council on Education, Washington, B. C , 1941. 
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economists and well-informed citizens; or the institution may seem 
to be more interested m extracting as much memal labor as possible 
without regard to the all-round professional development of the 
individual. 

The graduate schools are the spawning grounds for future teach- 
ers, research workers and administrators. At this early or prelimi- 
nary stage of recruitment into the profession, when graduate assist- 
ants are selected by a department, certain obligatory arrangements 
or responsibilities come into being as in any employer-employee 
relationships. 

The primary responsibility that falls upon the university is that 
of providing professors who are competent and conscientious in 
outlining the work programs assigned to graduate assistants. The 
student usually accepts an appointment with the thought that such 
an arrangement will constitute a means of broadening his experi- 
ence, of acquiring some insight on practical scientific methodology, 
and of benefiting from the association with and counseling of pro- 
fessors on the staff. To be stuck off in some cubicle, as the chief 
engineer of an inarticulate calculator hardly measures up to his 
aspirations. Nor should it. Many departments attempt to provide 
some work of a supervisory nature for graduate students by having 
them work with quiz or laboratory sections. Many faculty members 
merely coordinate the planning of the work so that assignments in 
the various sections cover the same materials. In other instances, 
however, we find the type of faculty member who is especially 
interested in the teaching assistantship and therefore holds periodic 
group discussions of instructional problems with the teaching 
assistants. 

The same may be said of faculty members who head research 
projects that are “farmed out’* to research assistants. Some merely 
lay out the next mechanical job. Others, at a sacrifice of their own 
time for class preparation and other duties, spend hours in explana- 
tion of statistical procedures, theoretical implications and alterna- 
tive methods of inquiry related to the problem. 

By giving the background of the problem situation, by explain- 
ing the many methods of approach that have been tried and then 
discarded as inadequate, by making clear the reasons for following 
a particular procedure, much time and effort a graduate student 
might otherwise spend m pondering and retracing alternative pro- 
cedures is saved. Not to do so may mean that the graduate assistant 
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in the process of carrying out his responsibilities may come up with 
many “new ideas” only to discover that they were old ones. If an 
assistant goes through such an experience four or five times, he 
soon drops the idea of brmging up new suggestions Effective coun- 
seling and guidance on research projects or other work assignments 
can serve as real touchstones of professional development for the 
student, can provide an eflScient means of training and can con- 
tribute to the over-all objectives of the department as well. 

Many department members rightfully believe that they are re- 
sponsible for considering whether or not a given graduate student 
may be able to use his graduate training in the future as he has 
planned. For example, one of the main values of a teaching assist- 
antship for the graduate student is that it might show him whether 
or not he is a person who ought to plan for college teaching and take 
the doctorate as part of that plan. 

Agricultural economics is a business of pronounced specialisms 
because of the regionality that characterizes agricultural problems. 
This, combined with the danger that a great deal of “inbreeding” 
of the ideas may take place often has led to research methodology 
or methods of inquiry that are highly particularized at each insti- 
tution. Since graduate assistants are unduly exposed to the particu- 
lar methodology employed at institutions which they are attending, 
I believe that it is the responsibility of such institutions to also 
present other approaches in order that the student may become 
aware of and appreciate the characteristics and functions of other 
applicable techniques in the realm of research and analysis 

The responsibility of the student, of course, is more than “putting 
in 20 hours each week for the Department ” Timeliness in getting 
assigned tasks completed is important. However, unlike many 
employers, the university does not concern itself with the time 
element, the punching of a timeclock, but rather with the quality of 
the work that is being turned out. 

The graduate assistant certainly owes to the university his finest 
scholarship. Scholarship is not just a matter of learning what to 
know, but rather, in maldng the greatest contribution to the work- 
ing relationship we are discussing, of learning what to do with that 
which he has found. Indeed, from the standpoint of the assistant’s 
own self-interest, he should utilize to greatest advantage the oppor- 
tunity presented to him by the use of the university’s physical 
facilities and the association and exchange of ideas "with the staff. 
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However, undoubtedly the greatest contribution of the graduate 
assistant is an implicit one. A professor is usually required to di^dde 
his energy among many concurrent activities. He may turn to his 
colleagues on the staff for suggestions and discussion of particular 
phases of his work, but other staff members frequently are ac- 
quainted only in a general way with his specific problems. The 
graduate student may be among those best qualified to offer con- 
structive criticism and advice. This means that the assistant must 
take an active and not a passive role in carrying out his responsi- 
bilities. Perhaps one of my professors has most amply stated the 
relationship when he said that he constantly looks to his graduate 
students, particularly the assistants with whom he is intimately 
working, for intellectual stimulation and criticism. 

For an effective working relationship between the graduate assist- 
ant and the university, the flow of responsibilities is not channeled 
nor shuttled indiscriminately in either direction. Rather, there must 
be a constant interflow of ideas, judgments and constructive criti- 
cism. Whenever a professor forgets this, he passes up an opportunity 
to teach and inspire — ^to make a contribution to his profession; 
whenever a student assistant forgets it, he passes up an opportumty 
to learn — to better fit himself for his profession. 



HOW TO STIMULATE GRADUATE STUDENT 
INTEREST IN PROFESSIONAL 
PUBLICATION* 


Carl W. Allen 
Iowa State College 

T O BEGIN, I believe we must recognize that the topic of this 
paper deserves more than passing interest or merely an aca- 
demic discussion. From information I have from editors of various 
professional journals, it seems that both the quality and quantity 
of articles submitted by graduate students could stand improve- 
ment Apparently there is no editorial policy of the journals which 
necessarily work against publication by graduate students. On the 
other hand, there is no obvious policy which would encourage 
graduate students to submit for publication. This might be a good 
place to start — have one or more of the journals adopt an editorial 
policy that -would encourage submission of articles by the graduate 
students and younger staff personnel. The two groups are almost 
synonymous. 

It would be very easy to suggest some of the more obvious means 
of stimulating interest of graduate students in professional publica- 
tion. We might put on a contest with a prize or other recognition of 
the winner or we might suggest a special issue of the journal each 
year containing only graduate students’ articles or even a section 
of each issue devoted fully to work of the grad student or younger 
staff member (say within five years from date of obtaining an ad- 
vanced degree). Among other things, this might result in some 
discrimination. 

Rather than putting on a campaign to ballyhoo the objective and 
entice students to submit articles, I believe more would be accom- 
plished if we could dig under the surface to get at some of the basic 
causes why such a small percentage of published articles are 
authored by persons while in graduate student status 
As I see it, there are three main reasons why graduate students do 
not -write and submit more articles for professional publication. If 
remedial action is taken on these, the editors will work a little 
harder reading manuscripts 

* A paper givea at the Annual Meeting of the American Farm Fconotmc Asso- 
ciation, Green Lake, Wisconsin, September 14, 1948. 
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First, there is the lack of encouragement and help by the students* 
major professor (or in some cases, the minor professor). Very few of 
us are in a postition to recognize the value of an article or idea. Nor 
are we familiar enough w’ith previously published material in every 
case to know whether or not our ideas are suflElciently original to 
warrant consideration. The only solution to this is more careful 
thought by the student and his major professor I realize we are all 
rushed for time and the pressure of other work is strong. However, 
a slowing up of the tempo might very easily accrue dividends Not 
to be overlooked at this point are those cases where a certain 
amount of “exploitation” of graduate students takes place. 

The notion of infallibility is the second main cause hindering 
graduate students in writing and submitting articles to the journals. 
For the most part, I suspect we have been led to think that an 
article which has been printed is the last W’ord on that subject 
Nothing further from the truth could exist in our minds. I believe 
part of the blame here can be put on the professors. This attitude 
must certainly be modified so as to look upon a journal article as a 
means of laying on the table a well thought out idea in the hopes of 
stimulating further thought by one’s colleagues too distant for 
direct consultation. The number of persons in any particular field 
is growing quite large. No one can be expected to know them all. 
Writing articles for a journal serves as an introduction to other 
workers with similar interests. 

The very nature of the work graduate students are doing works 
adversely toward publication. Too many graduate students work 
on pure statistical manipulations — ^applied work applied to a 
local situation — as a thesis. The results of this work are often 
considered suitable for publication locally and not generally. 
Professional publications tend somewhat in the direction of general- 
ized theory, development and general application of principles and 
laws which apply to a wide range of phenomena. The solution to this 
seems to lie in the leading of students to develop and apply steps of 
deductive analysis, refinement of theory as applies to situations, 
and the theoretical solution of their problems (since these are actu- 
ally important steps in research methods). They should also see 
how, in broad terms, the basic theory or principles of the “local” 
problem ties in wdth the over-all economic problems. 

Articles in professional publications should not, on the other hand, 
serve merely as a “quibbling” ground. Some notes and arguments 
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published are boring to read because they amount to little more 
than a difference of opinions as to spelling, punctuation, etc. There 
are other instances of using an article or note under one topic to 
accomplish a far different purpose. 

Graduate students have no desire to get out on a limb with no 
means of retreat. They think this will be remembered by prospec- 
tive employers and work adversely toward their obtainment of a 
IK)sition. 

As soon as the present notion of infallibility can be shoved aside 
and replaced with what should be the true spirit and intent of 
journals — ^a common meeting place of ideas — and if we can get our 
professors to do a little ‘‘prodding/^ I think we will have improved 
our percentage of articles considerably. 

After all, the mere awarding of an advanced degree does not in 
and of itself qualify an individual as an author. Too often, this is 
assumed to be the case. 

I firmly believe graduate students have fertile ideas though often- 
times undeveloped. They may hesitate to express them without 
proper guidance. 



VOCATIONAL GOALS OF THE GRADUATE STUDENT* 

C. L. ScROGGS 
North Carolina State College 

S tudents m rural social sciences feel the full impact of prob- 
lems encountered in graduate study when those problems 
become hindrances in the achievement of vocational goals. This is 
particularly true when such problems result in training deficiencies 
that limit the student’s qualifications for a wide scope of job oppor- 
tunities. The cumulative result of such shortcomings in academic 
preparation is brought to focus even more sharply when they pre- 
vent vocational advancement in whatever employment the student 
accepts at the end of his graduate training. 

Outstanding among the problems which handicap many graduate 
students in achieving their vocational goals are those which have 
been so ably described by the preceding discussants. Certainly it 
seems reasonable that some prospective employers might dis- 
criminate against applicants from a graduate center which has a 
reputation for institutional “inbreeding” of ideas. On the other 
hand, such applicants might be at a definite advantage when being 
considered by employers who are themselves inculcated with the 
one-mindedness of “inbreeding.” Another equally handicapping 
circumstance is that of educational provincialism which results 
when a student’s entire academic training, undergraduate and 
graduate, has been taken at the same institution. Acquaintance 
wdth only one state or region and training in only one intellectual 
approach definitely limit breadth of viewpoint- This situation is 
even more harmful in departments where the graduate student too 
often is looked upon as a building brick that may be broken or 
forced into place in order to contribute to the over-all program of 
an institution or an exploitative advisor. These inadequacies alone 
offer justification for ranking a student’s eligibility for employment 
below that of applicants whose backgroxmds include more than one 
intellectual climate. 

A further restrictive situation is that of narrow specialization in 
one field. Too definite opinions as to fields of work may close the 
door to graduate students for other employment possibilities. In 

* A paper given at the Annual Meeting of the American Farm Economic Assoa- 
ation» Green Lake, Wisconsin, September 1948. 
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this case, of ttimes, the student becomes a specialist not through his 
own choice but because there is lack of flexibility in course work out- 
lined for completion of his graduate training A candidate whose 
graduate work ends with the master’s degree is most often the vic- 
tim of these rigidities in requirements This sort of mflexibility 
usually is established by curriculum committees or by department 
heads without careiul thought being given to plans that would 
enable the graduate student better to qualify for his vocation, be it 
academic work, a public career, his own business, or employment in 
the various fields of industry. Stress is placed upon the degree 
rather than upon plans and methods essential in quality of training. 
By the same token, in personnel recruitment more attention is 
given to degrees than to ability and competence. It is only natural, 
therefore, for graduate students to fall into the conventional degree- 
earning pattern. In other words, the degree has become a sort of 
vocational insurance and the trademark required for preferential 
consideration in job placements. 

What, then, can be done by rural social scientists to assist gradu- 
ate students in achieving their vocational goals.^ The answer is not 
simple, and the solution, with its many facets, is not one to be solved 
by graduate centers alone. The responsibility must be shared by all 
rural social scientists, whether in academic work, in government 
service, or in industry, all of w^hich would benefit from any improve- 
ment in training and recruitment of personnel 

In viewing the over-all picture, it becomes apparent that agri- 
cultural economists and rural sociologists have not alw^ays informed 
their graduate students about the wide scope of vocations open to 
them. Particularly is there a lack of information as to opportunities 
available in industry, with farm orgamzations, agricultural coopera- 
tives and other non-academic work. Moreover, any improvement 
is unlikely to be forthcoming from the environment of many gradu- 
ate centers. For example, departmental isolationism is too prevalent 
m land-grant colleges and umversities. Staff members in teaching, in 
research, and in extension too often go their separate ways and keep 
abreast of new developments and trends only in their particular 
departments. In turn, graduate students have only the vaguest 
notions about the work of departments other than teaching. The 
gap is even wdder between staff members in the rural social sciences 
and their colleagues in the general departments of economics and 
sociology. Little vocational guidance can be expected when these 
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conditions prevail, either for graduate students or for undergradu- 
ates. 

There are three recommendations which will do much toward 
aiding graduate students in achieving their vocational goals and to 
better prepare them to meet the dynamic socio-economic problems 
of our on-going society. It is these which will be briefly considered. 

1, There is a great need for vocational monographs w’hich will 
present objective data on occupations open within the rural social 
sciences. Such monographic descriptions should be supplemented 
annually by addenda on new trends and developments. Not only 
w'ould information of this type give aid to graduate students and 
undergraduates already enrolled in the rural social sciences, but it 
would be invaluable in steering undergraduates of high calibre into 
agricultural economics and rural sociology. Many incoming college 
students of rural background are completely uninformed about the 
rural social sciences. They enroll in technical agriculture because 
their past associations most generally have been with men trained 
in the technical courses or in vocational agriculture, and there is less 
likelihood of their changing over to the rural social sciences if they 
succeed in doing superior work in their first choices. 

Vocational monographs would serve an additional purpose when 
used by staff workers in planning teaching programs and classroom 
materials. 

Previous discussion has given emphasis to the need for training 
and experience in appraising and analyzing socio-economic prob- 
lems, with special reference to in-service training. This is excellent 
insofar as challenging m-service opportunities are available, but 
students also should be given opportunities to develop themselves 
in non-academic vocations that are of special interest to them. 
Programs of this type have been used for years by mechanical and 
engineering schools, and the ‘‘Antioch plan” is world famous. 

In the field of marketing, for instance, the opportunity to 'work 
with any particular marketing function, agency, or commodity 
might do much in determining job opportunities for an individual. 
Diflicult as the civil service procedure might be, it seems reasonable 
that some apprentice program could be worked out for brief em- 
ployment of graduate students in agencies of the Federal govern- 
ment. Since so many students in the rural social sciences take 
approximately two academic years to complete their program of 
study for the master’s degree, an on-the-job training opportunity 
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during this period could be an invaluable experience and would 
provide an insight into vocational possibilities. In turn, staff mem- 
bers handling such programs would be brought into closer contact 
with their colleagues in non-academic work. 

3. Many graduate centers do not have the resources or the fa- 
cilities to do a superior job in recruiting graduate students and in 
making personnel placements and/or replacements. Consequently, 
many well-qualified individuals never receive the consideration 
which their capabilities justify. In 1941, in a report prepared for the 
Committee on Rural Social Studies of the American Council on 
Education, it was recommended that department heads in land- 
grant colleges and universities should have civil service registers 
available for use in selectinggraduate appointees and staff members. 
Recognizing that such a plan could not be carried out because of 
war-time emergencies, it seems warranted to call renewed attention 
to this recommendation and to the urgent need for its fulfillment. 



ROUNDTABLE ON IVLARKETING RESEARCH 
Chairman; Leland Spencer, Cornell University 

AGRICULTURAL MARKETING RESEARCH^ 

R. G. Bressler, Jr. 

UmversUy of California 

Objectives for the Marketing System and for Marketing Research* 

HELE there are many social objectives to which the market- 
ing system may contribute, the direct and fundamental 
goals for the system appear to be; (1) to provide efficient and eco- 
nomical services and ownership transfers in the movement of 
commodities from producer to consumer, and (2) to provide an 
effective price-making mechanism. In an economy that is pre- 
dominantly one of private property and free enterprise, prices have 
the function of guiding the flow of resources into alternative em- 
ployments and the flow of goods and services into alternative uses. 
Only insofar as the prices established by the marketing system 
transmit the demands of consumers back to producers and supply 
conditions forward to consumers with a minimum of lag, imperfec- 
tion, and distortion will the economy achieve an efficient allocation 
and economical use of resources in satisfying wants. 

From this standpoint the first objective, relating to the efficiency 
of the marketing system, is seen as merely a specific aspect of the 
second. The creation of marketing services does not differ from other 
productive processes in this respect, and the efficient operation of 
the pricing mechanism includes the economical allocation of re- 
sources to marketing employments. Thus the real and direct ob- 
jectives for the marketing system is to provide for and participate in 
price formation, with the understanding that the pricing system 
will have as its prime functions the guiding of the flow of resources 
into production (including marketing) and of goods and services 
into consumption. If the marketing system is to be used for other 
purposes, such distortions as will be induced in the system and in the 
allocation of resources should be known.^ 

A paper given at the Annual Meeting of the American Farm Economic Associ- 
ation, Green Lake, Wisconsin, September 15, 1948. 

f A paper prepared for the Agricultural Marketing Committee of the Social 
Science Research CouncQ 

* For a discussion of some of these, see O. H. Brownlee, “Marketing Research 
and Welfare Eeonomics,” this JouRKALt Vol XXX^ No, 1 (Februaiy, 1948), pp. 
55 -^ 8 . 
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If these are accepted as the general objectives for the marketing 
system, it is possible to indicate more specifically the objectives for 
marketing research. The following outline, while not all-inclusive, 
probably covers the major points* 

1. To describe the organization and operation of the existing marketing 
system; 

2. To determine the basic functions governing the production of the sev- 
eral marketing services; 

3. To estimate the effects of changes m organization and operation on 
the physical mputs costs, and outputs (services) of the system; 

4. To determine demands and preferences for marketing services (as 
distinct from demands for goods plus associated services) , 

5. To combine these into descriptions of new and more econonucal 
systems; 

5. To contrast these results with the costs and prices characteristic of 
the existing marketing system in order to dehneate sectors and areas 
where the process is inefficient and imeconomical, 

7. For these problem areas, to study the marketing institutions in order 
to understand why and how they have led to distortions; 

8. To recommend changes m the institutions that will achieve or at least 
encourage the desired adjustments; and 

9. To test these recommendations by actual apphcation. 

The '^IdeaT^ Market Concept 

The objectives for the marketing system have been defined in 
terms of “efficiency” and “economy.” These are, however, relative 
or comparative w'ords. A marketing firm, function, or system cannot 
be judged as efficient or economical in any absolute sense, but only 
relative to alternatives or to some standard. Studies may be de- 
signed to show* how the existing marketing methods could be im- 
proved, i.e., made more efficient and less costly. To be most useful, 
however, marketing research should be oriented with reference to 
some concept of an ideal or perfect market. Such a concept should 
make possible the most meaningful appraisal of the existing system, 
both in terms of delineation of problem areas and of indications of 
the magnitude and importance of the distortions. At the same time 
it should provide a framework mthin which individual studies could be 
fitted, past TJDork evaluated and 'irdegraied, and future research planned. 

What, then, can w*e use as a model of perfection? At least a partial 
answrer is suggested by the above mentioned objectives for the mar- 
keting system, for they correspond in general to the results which 
w*ould characterize an economy of perfect competition. For such 
an economy, economic theory describes an interdependent system 
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of pricing for factors of production, for goods, and for services. 
Within this system factors will be shifted among alternative employ- 
ments in response to higher and more profitable returns. In turn, 
these returns w'ill change and adjust with changes in technology and 
with shifts in consumer tastes and preferences. In equilibrium, costs 
of production (including the production of marketing services) will 
be at the minimum consistent with the given conditions of resources 
technology^ and demands. Prices for goods and services will reflect 
and differ only by these production and marketing costs.^ 

Competitive economic theory can thus provide the framework 
for our ideal market Confronted with any marketing and pricing 
problem, the research worker can plan his attack by asking himself 
such questions as “How would this marketing process be organized 
if it operated under the conditions of perfect competition?” This 
does not imply that competitive conditions could be completely 
attained, nor that the solution to marketing problems is simply a 
“return” to the system of free and perfect competition A realistic 
view of the industrial economy of today indicates that it would be 
both undesirable and impossible to attain many of the characteris- 
tics of a competitive market. Two main types of modifications are 
necessary* first, the inclusion of welfare considerations that modify 
the distribution of income, such as progressive income taxes and 
minimum wages; and second, the possible advantages of a limited 
number of firms in those areas Tphere economies of large-scale 
operation are important. In this last case, the significant questions 
are “What organization of this process would minimize costs and 
how can these costs be reflected in prices'*” 

Attempts to improve marketing by approximating competitive 
conditions will be appropriate in many instances. These include 
such things as curbing large-scale organization where its effects are 
primarily to exact charges not commensurate with costs, and per- 
fecting knowledge through research, education, and market news. 
In certain other areas, however, this approach will not be productive 
and here the stress must be on approximating the results of com- 
petition in terms of costs and prices. As already mentioned, large- 
scale organization may frequently result from technological factors 

* These concepts are generally familiar to readers of this Journai^ so no attempt 
will be made to develop them in detail at this point. For a specific discussion of the 
perfect market in time, place, and form, see G S. Shepherd, Marketing Farm Prod- 
nctSt Iowa State College Press (1946), pp. 399-409. 
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that give rise to economies of scale> and the curbing or breaking up 
of such large units would necessarily lead to higher costs. This is a 
much more common situation in marketing than is sometimes sup- 
posed* for economies of scale are frequently of sufficient importance 
relative to the size of local markets to result either in (1) a consider- 
able degree of local and spatial monopoly or (2) a number of small 
and highcost competing firms. In country marketing and processing 
plants, for example, this conflict is clear. The problem may be one 
of how to achieve and regulate low-cost monopolies in the public 
interest. 

To conclude this section, the following list suggests some of the 
benefits that this ideal market concept can bring to marketing 
research. 

1. It provides standards by which to judge the existing system by stand- 
ards of socially desirable results or ends.^ 

The underlying principles are well developed and widely understood, 
and with careful thought they can be expanded to apply to such de- 
tailed problems as the organization and operation of local marketing 
facilities or to such broad issues as the allocation of resources among 
marketing and the other major sectors of the economy. 

S, It stresses the importance of theorizing and logical analysis in the 
planning phases of research; rekdionships are not determined by random 
gathering and, tabulating of datOy but must be inserted as well-conceived 
hypotheses and then tested by carefully designed empirical studies. 

4. By suggesting the general form for particular studies, it will help 
insure that the findings can be used in succeeding and more advanced 
studies. This should facilitate and promote effective integration of 
research and cooperation among research workers. 

5. By stressing the important interrelationships and interdependencies 
in the workings of the economic system, ffie ideal market concept 
should encourage researchers to go beyond superficial and gross rela- 
tionships. The real market mechanism %s compleXy and some appreda'^ 
iion of these complexities is essential if research simphficaiione are not 
to destroy the usefulness of the estimates of basic relationships, 

6. Finally, by providing a “goal” that will frequently differ significantly 
from the status quOy the ideal market concept should encourage the 
exploring and developing of new areas of knowledge Innovation is 
essential to progress and (research that contributes to progress is 
simply a scientific approach to innovation.) 

* This is not to deny that weffare coi^iderations will sometimes define other re- 
sults, as already mentioned, but in most instances, and particularly in the details of 
marketing research, the competitive model appears consistent with the general 
welfare in terms of results. 
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Suggestions for Future Marketing Research 

The foregoing paragraphs have discussed the general objectives 
for the marketing system; some more detailed objectives for mar* 
keting research; and have advanced the concepts of perfect com- 
petition and of the ideal market as the logical framework within 
which to develop this research. The paragraphs that follow attempt 
to interpret these ideas in terms of several types of work. For ob- 
vious reasons this discussion must be brief, and emphasis will be on 
the nature and content of each field and the logical interrelations 
between the several fields. While dividing the work into a number 
of separate fields or categories seems desirable from the standpoint 
of exposition, these divisions are arbitrary and actual research 
projects will frequently fall into two or more fields. 

Descriptions of the Present Marketing System 

Marketing research has frequently been criticised on the grounds 
that its results are ‘"descriptive,” yet this cannot be a fault in itself. 
It may be true that some of the work has not progressed beyond 
description of an introductory or background character, or that the 
descriptions have been superficial or in other respects inadequate, 
but the fact remains that a clear picture of the organization and 
operation of the marketing system is essential to further progress. 
The general content of such studies will not be elaborated at this 
point, other than to stress the need for descriptions that will provide 
results useful in following phases of the work. 

The Production of Marketing Services 

If estimates are to be made of the inputs and costs that would 
characterize an ideal market or of the potential savings that would 
result from changes in the existing market, the fundamental re- 
lationships governing the production of marketing services must be 
known. In this phase of the research, it may be helpful to visualize 
the marketing system as a composite of two primary functions: 
(1) plant operations (including stores, warehouses, and processing 
plants); and (^) transportation operations involving the movement 
of products through space (including local assembly, inter-plant and 
inter-market transportation, and delivery). After studies have been 
completed for these functions, they should be» combined into de- 
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scriptions of the marketing system as a whole under existing and 
alternative organizations. From the standpoint of the general ob- 
jectives for the marketing system, as contrasted to the particular 
objectives for individual firms within the system, the ideal market 
involves the efficiency and economy of the entire process. This type 
of research should result in estimates of the effects of modifications 
and reorgamzations of the marketing process on costs and services. 

The Demands Jor Marketing Services 
The definition of an ideal marketing system cannot be made on 
the basis of production efficiency and low costs alone, for the sys- 
tem is concerned with the production of those services that are 
wanted and demanded by consumers. Some changes in the market- 
ing system, such as improvements in mternal plant efficiencies, will 
tend to reduce marketing costs without changing the essential 
nature of the services provided. In many cases, however, changes in 
the system will be reflected in changes in the services and in the 
conditions surrounding these services.® 

This field is almost unexplored, and it presents some very difficult 
problems for the research worker. The demands for products and 
for associated services are joint demands. Only limited alternatives 
with respect to services are actually available to consumers in most 
markets and for most products. In some cases the price differentials 
associated with alternative services are fixed through administrative 
controlled processes rather than through the free operation of the 
market. Some potential alternatives, and especially those that 
would be involved in important changes in the marketing process, 
are entirely unfamiliar to consumers. Furthermore, some of these 
alternatives are mutually exclusive so that it would be impossible 
for consumers to express their preferences through the usual opera- 
tion of the market. In spite of these and other complications, 
information on consumer demands and preferences for services are 
essential if real improvements in marketing are to be achieved. The 
first and most difficult task in this field will be to devise satisfactory 
research methods and approaches. 

The Delineation of Problem Areas 
When fundamental studies of the production of and demand for 
marketing services have been completed, they may be combined and 


* Brownlee, op, cit. 
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synthesized into detailed and quantitative descriptions of ideal 
market organizations, and the ideals compared with the existing 
market and price structures, but it remains fundamental. These 
comparisons will provide meaningful measures of the efficiency of 
the present system in terms of the ratio of costs under the ideal 
system to costs under the existing system, and therefore will indicate 
both the direction of and the magnitude of desirable changes. Unless 
the research is brought to this point it cannot contribute greatly to 
the improvement of the marketing system, nor 'will it satisfy mar- 
keting researchers who have some sense of social obligation. 

This approach of combining production and demand conditions 
to describe ideal marketing organizations is by no means the only 
method of delineating problem areas in marketing. Some problems 
are apparent on the basis of familiarity or inspection : congestion, 
duplication, and unutilized capacity in markets and marketing 
agencies are good examples. Others may be indicated by studies of 
non-competitive elements in the market; market sharing, dis- 
criminatory pricing, market domination and price leadership are 
obvious examples ® 

One further approach should be mentioned here, since it may be 
very useful in indicating problem areas and directions of desirable 
change. An important and necessary condition for achieving the 
results of perfect competition and of the ideal market is that value 
of the marginal products for a given factor will be equal in the 
several alternative employments for, if any inequality exists, the 
social product could be increased by shifting resources from low to 
high yielding employments. With these conditions in mind, it is 
possible to view the marheting system as an aggregcde and to com- 
pare the returns to resources with those in other sectors of the econ- 
omy, This approach can be used to indicate sectors where certain 
resources are over- and under-supplied (where returns to the re- 
sources are abnormally low or high) and so to suggest desirable 
major adjustments in the economy.’^ Needless to say, this aggrega- 
tive approach could be applied to sub-dmsions of the marketing 
sector. 

• See the writings of W, H. Nicholls, including “Reorientation of Agricultural 
Marketing and Price Research,” this Journal, Vol XXX, No. 1 (Pebruary, 1948), 
pp. 43-54. 

^ See T W Schultz, “Production and AVelfare Objectives for American Agricul- 
ture,” this Journal, VoL XXVIII, No 2 (May. 1946), pp 444-457. 
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Studies of Marketing Institutions 

The research results at this point will delineate important depar- 
tures between actual and ideal situations. They will give only 
partial indications of the causes of these departures, however, and 
very little information as to appropriate methods of improving the 
marketing system. Remembering that the ideal market concept is 
based on the assumptions of perfect competition, some probable 
causes include* (1) the lack of perfect knowledge by all parties, 
(2) lack of mobility of resources; and (3) elements of monopoly 
arising from size, location, or product and service differentiation. 
Each situation must be examined carefully to determine how such 
factors influence the market. 

This should be accompanied by studies of the social, legal, and 
economic bases for the existing marketing institutions and of the 
probable effects of changes in these institutions. In this way it will be 
possible to select appropriate methods for modifying the marketing 
system along the indicated lines. In some cases these may involve 
governmental action in providing services such as market news and 
grading or inspection. In others the appropriate action may be legal 
proceedings under the Sherman Act in an effort to preserve competi- 
tive conditions. In still other cases, especially where dissolving 
large-scale marketing agencies would lead to higher costs and prices, 
public intervention in the form of control, regulation, and even 
ownership may be indicated,^ In any event, economists will require 
the assistance of other social scientists and lawyers in this phase of 
the work if the recommendations are to meet the double test of 
effectiveness in improving the marketing system and acceptibility 
to the general public 

Testing the Results of Marketing Research 

An essential part of scientific research is the testing of hypotheses 
prior to the drawing of general conclusions, but the nature of 
marketing research frequently places it in a peculiar position in this 
respect. While it is true that hypotheses will be made and in a sense 
tested through the procedures suggested above, the results must 
remain as tentative estimates of the effects of indicated changes on 
marketing costs and on prices. These estimates can be tested only 

® See F. V. Waugh, A. C. Hoffman, and Albeit Meyers, “Agricultural Marketing 
FoHcy,’* a statement submitted to the Temporary National &onomic Committee. 
February 21, 1941. 
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by actual application by sample firms or in sample markets. In 
short, final testing will represent the actual use of research results. 

It may be argued that the jobs of disseminating research results 
and putting them into action should be carried on by marketing 
specialists in the Extension Service and in various Federal x\gencies. 
But it is important that research workers follow the progress of the 
first stages of this action program and that studies be designed to 
check actual results against the research estimates. Such checks 
will permit an appraisal of the research methods and thereby lead 
to improved estimates and recommendations in future studies. 

Integration with Other Fields of Economic Research 

The above discussion has been limited almost entirely to the 
particular problems of marketing and of marketing research. The 
marketing and pricing system serves to tie together and integrate 
the whole economy, however, and marketing research can make a 
similar contribution to the general field of economic research. 
Studies of the allocation of resources within agriculture as well as 
between agriculture and other sectors of the economy^ of inter- 
market prices, and of mter-regional and inter-enterprise competi- 
tion involve the results of marketing research. Moreover, the basic 
concept of perfect competition can be applied to all of these prob- 
lems and, with modifications such as have been noted, can provide 
a standard for the ‘'ideal economy’" that parallels the ideal market 
concept. The full development of this concept and its application to 
the important problems of the economy will require the coordination 
and integration of marketing research with the work in many other 
fields. 

ConchmoTis 

This discussion of marketing research has not developed riew 
fields or drastic changes in approach and methodology. Rather it 
emphasizes the exploitation of existing methods and tools through 
a series of coordinated and integrated studies. While such ideas are 
not revolutionary, the fact remains that much of the research in 
this field in the past has not achieved such integration. Agricultural 
marketing research has resulted in many published studies in the 
period since World War I. In spite of this output, it is seldom pos- 
sible to combine these into meaningful descriptions of the existing 
markets; of conditions that would characterize ideal markets; or to 
give solutions to jessing marketing proUems. This does not imply 



56S 


IVIax E. Bbunk 


that the past work has been without value, but rather that potential 
values have not been fully realized. 

The Reasearch and Marketing Act of 1946 serves to emphasize 
the importance of research integration, and to stress the need for 
carrying marketing research through to specific recommendations 
as to ways of improving the system. A program of research along 
the suggested lines should make a real contribution to this and to 
the general welfare. (It cannot be expected, however, to work mira- 
cles by providing a panacea for all of the ills of the economy 0 

DISCUSSION* 

Max E. Brijnk 
Cornell University 

Professor Bressler has well summarized the objectives for the marketing 
system He has given us some specific objectives of marketing research and 
has indicated others in more general terms. In addition, he has at some 
length advocated the use of a budgetary or synthetic approach in the de- 
termination of unit costs under conditions of maximum efficiency. I agree 
with his conclusion that he has not developed new fields or suggested 
drastic changes in approach or methodology. His paper has stressed the 
need for integrating marketing studies, not only within agriculture but 
between agriculture and other segments of the economy, so that meaning- 
ful descriptions of and solutions for broad marketing problems can be made. 
Thus, his so-called “ideal market” would “provide a framework within 
which individual studies could be fitted, past 'work evaluated and inte- 
grated and future research planned.” 

The “ideal market,” according to Professor Bressler, is not a completely 
satisfactory common denominator because it would be both imdesirable 
and impossible of attainment. He suggests several modifications in keeping 
with welfare considerations and economies of scale As for the latter, he is 
concerned with curbing the so-called evils of monopoly on the one hand 
while maintaining its benefits on the other. There is no evidence that such 
efforts to date have yielded anything to be desired in actual practice over 
the present marketing system. Although it is probably with the results of 
the ideal market that he is concerned, it seems to me that marketing spe- 
cialists could for many years to come busy themselves with mental exerdse 
in the development of the ideal market concept with its multiple theoret- 
ical modifications and still be far from the solution of current marketing 
problems. As for the need of a benchmark by which to measure accomplish- 
ment, it appears to me that the existing market supplies a more meaning- 
ful base. Such a base, of course, fails to indicate maximum possible 
aeliievement. 

It is recognized that there has been some aimless accumulation of facts 

* A discussion given at the Annual Meeting of the American Parm Economic 
Association, Green Lake, Wisconsin, September 15, 1948 
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without regard to some problem-solving acti\’ity. Nevertheless, for a 
number of years now, marketing researchers have been obtaining facts 
based on well formulated hypotheses which serve to modify some of the 
basic assumptions behind the ideal market concept. If we must continue to 
ignore these modifications and return to a static ideal market concept for 
a framework within which to fit our studies, evaluate past work and plan 
future work, w'e can hope to make little progress This does not deny the 
importance of competitive economic theory in the formulation and con- 
stant improvement of basic concepts, but it does seem to censure research- 
ers for not having used theory in the development of concept modifications 
in the light of facts which have been thus far developed Science progresses 
only to the extent that new hypotheses are developed from the testing of 
old hypotheses. We cannot expect to make much progress by continually 
basing our research on concepts which fail to grow. Needless to say, our 
marketing system today bears little semblance to that envisioned by clas- 
sical economists. 

Not many researchers in marketing can spend their time developing 
“panaceas for all the ills of the economy,” or in devoting their efforts to 
assembling input-output data into ideal f imctions without having an eye to 
practical application by making the necessary modifications resulting from 
testing under applied conditions Perhaps Professor Bressler would agree 
but he has not so mdicated in his paper- Most researchers are confronted 
with the pressing problems which have evolved themselves from previous 
research Such studies deal with ever decreasing sectors of the marketing 
system. More fruitful research will come as more of us become resigned to 
work on the memal problems, each of which will contribute its part to over- 
all marketing efficiency. 

The field of marketing research, like that of production, requires an ever 
increasing degree of speciahzation which wfill continually add t#the prob- 
lem of integrating marketing studies into new and meaningful descriptions. 
In the development of both knowledge and basic assumptions, the imixir- 
tance of such integration cannot be denied. Professor Bressler has done an 
excellent job in making this problem clear. However, it should be recog- 
nized that this problem alone constitutes only part of the over-all objectives 
for marketing research. 


DISCUSSION* 

L. H. SiMERL 

The topic assigned to Dr. Bressler, namely “Agricultural Marketing 
Research,” is so broad that it permits, in fact requires, much selection in 
the material to be presented. He chose to describe, in proper academic 
phraseology, the major theoretical goals of the marketing system and the 
theoretical objectives of marketing research. No doubt this kind of work 
is of great importance, but I regret that Dr, Bressler did not illustrate his 
points with specific examples and suggest some definite commodity prob- 
lems for investigation. 

* A discussion at the Annual Meeting of the American Farm Economic Associa- 
tion, Green Lake, Wisconsin. September 15. 1948. 
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One miglit question tlie assumption that our enterprise is predomin- 
antly free Certainly there are very large areas of our economy where prices 
do not perform the function of guiding production Consider, for example, 
all services performed by federal, state, and local governments, and by 
industries whose prices or charges are set by federal, state, or local govern- 
mental agencies. All together those may include nearly half of all goods 
and services produced. 

The references to price flexibility suggest many interesting points Com- 
pared with prices of most other commodities, prices of agricultural prod- 
ucts are remarkably sensitive to changes m supply and demand condi- 
tions. Of course we must admit that various governmental pohcies and 
programs tend to prevent some desirable adjustments. However, in most 
instances our agricultural marketing system provides a great flexibility m 
prices paid to farmers. Thus market prices for grain are adjusted to supply 
demand conditions each day Prices offered to farmers for livestock, 
poultry, and eggs respond to day-to-day price-making influences Butter- 
fat prices are changed daily, or every few days. Whole milk price schedules 
are adjusted monthly Prices for most fresh fruits and vegetables are estab- 
lished daily or hourly in farmers’ markets. In fact, there are some grounds 
for arguing that prices paid to farmers often are too flexible, too responsive 
to changes in supplies and consumer demand. 

A highly contrasting situation appears to prevail in many retail markets. 
All too often retail prices do not reflect changes in pnces paid to farmers 
This is one of the points upon which we need a lot of research 

This problem may become increasingly acute in the relatively near 
future. Marketing margins have increased very sharply since 1940. As 
consumer demand declines, sales will tend to be reduced. At the same time 
there will be sharp reductions in prices paid to farmers in order to maintain 
the large iuargins that have been built into the marketing system during^ 
the past eight years. This in turn will bring down a lot of criticism upon 
‘•middlemen.” Farmers, of course, will be glad to have the blame for the 
relatively high retail prices directed toward another group, but they will 
not like the very low farm prices that may accompany such a situation. 

The problem of inflexibility in margins has two aspects. One requires 
ways and means of reducing over-all distribution costs in a period of de- 
clining demand. The other calls for methods of securing more flexibility 
in marketing mar^ns for individual products. 

Considerable study has been given to reducing marketing costs, and I 
suppose that this will be a perpetual problem as long as our economy con- 
tinues to make progress. In contrast, I beheve that relatively little has 
been done to reveal the relationships, or lack of them, between short-time 
fluctuations in retail and farm prices of individual products. 

This brings up another i^int. It is that many of the really basic facts 
about marketing can be discovered only with the cooperation of many 
individuals and firms whose interests may be jeopardized by the facts that 
research will reveal. This situation has greatly retarded basic market re- 
search in the past. It wdll provide some of the most difficult problems in the 
future. 
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DISCUSSION* 

E. W. Gaumnitz 
Nalional Cheese Institute 

Agricultural marketing research has come in for increasing attention 
during the past years. This mterest represents a renewal of the inter- 
est exhibited in the twenties. While it is unnecessary to comment on the 
reasons for the renewed interest — ^this having been well reviewed by Dr, 
Black, among others, at the meeting of this group a year ago — it perhaps is 
worthwhile to note that interest in marketing research occurs periodically 
but always seems to represent a single point of view, namely, that of in- 
creasing returns to producers of agricultural products. (No doubt, in a 
general sense, the objective can be considered as that of increasing pro- 
ducer returns or reducing consumer prices and narrowing handler margms.) 

Dr. Bressler has outlined objectives for the marketing system and for 
marketing research in terms of “social obj'ectives.” Presumably what is 
stated with reference to social objectives can also be apphed in general to 
research from an institutional or competitive point of view. 

The general objectives of agricultural marketing research, as stated by 
Dr. Bressler, increased efficiency or an efficient marketing system, seem to 
be well outlined. The specific problem is, of course, that of bringing about 
these end results. 

At the outset it is apparent that certain types of research are relatively 
easily outlined and the results easily evaluated. Likewise, these are the 
problems which are more easily attacked. They were the problems, which 
most of the Advisory Committees, established imder the Research and 
Marketing Act, have advocated as subjects for research. In the dairy field 
these include such problems as costs and margins, utili25ation, seasonality 
of production and marketing, consumption, methods of price determina- 
tion and the effects of government regulations. These are the problems 
which we all recognize as being sigmficant. No one can argue about the 
desirabihty of a better package for cheese or the advantage and conven- 
ience of a quick frozen vegetable. 

The problems which are more difficult and those for which the outline 
of attack is not so simple are those concerned with the utilization of the 
entire marketing system and the changes, which need to be instituted, to 
result in the supplying of a more desirable product at the same or a lower 
price, or supplying of the same product at lower prices. 

Involved in this problem is that of attempting to evaluate or appraise 
the present system and to outline the changes which can be instituted 
within our general frame of government. 

I have only two or three comments to make on Dr. Bressler’s paper. As 
he has defined them, I have nothing to add to his statement of objectives, 
either general or specific. I would like, however, to comment on two or three 
things which have a bearing on his general statements. 

* A discussion given at the Annual Meeting of the Amencan Farm Economic 
Association, Green Lake, Wisconsin, September 15, 1948. 
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(1) I agree that much remains to be done in the field of descriptive 
marketing. The principal criticism oi such work is that it has not been 
fully descriptive My criticism, objection, or suggestion with reference to 
description studies would be answered were such descriptions made in the 
light of a well developed concept of an ideal market It appears that much 
of the work which is done under the heading of “Marketing Research*’ 
would be better placed were it focused against the background of an over-all 
theoretical study of an ideal market. Description, in this event, would be 
more specific and go into greater detail with reverence to the deviations 
from the ideal concept. Specific detailed studies can then be made of por- 
tions of the overall mechanism. Such studies then lend themselves to an- 
swering particular questions. In the absence of an over-all concept the 
analysis of specific or small problems becomes lost in the maze. What I am 
trying to say is that the over-all or broad concept needs to be set forth 
first and the specific or detailed studies should follow. The difficulty has 
been that the over-all is not seen in its proper perspective, m which event 
the specific makes no sense. 

(S) Seemingly, it is commonly assumed that basic data are readily avail- 
able This, it seems to me, is one of the fundamental difficulties with all re- 
search. The fact of the matter is that we only have available certain statis- 
tical information, the accuracy of which at times may well be questioned, 
and certainly we have very little basic data with reference to the factors 
which influence particular business decisions. My point is that figures, as 
such, may be indicators of results but may tfirow very little hght on the 
causes. 

(3) Generally spealdng it may be apparent that certain modifications 
of the marketing system would result in efficiencies No doubt, all of us 
have in mind modifications which, if made effective, would result in lower 
prices to consumers. The problem of stating nnequivocably such conclu- 
sions and of presenting supporting evidence is quite a different matter. 
Until some method is devised, under which conclusions are set forth im- 
partially by reputable institutions, it would appear that advantage will 
not be taken of results that are known. 
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J. K. Sturn 

The Pennsylvania Slate College 

I PREFER to emphasize the principles and practices of farmer 
cooperatives on which there is general agreement, but the sub- 
ject assigned to me for this paper does not permit that approach. 
As few of us like criticism even vrhen it is intended to be construc- 
tive, it is likely that some of my friends will consider this as Tvasted 
effort. Then too there is the doubtful procedure of raising questions 
and not having time to attempt to answer any of them. I hope that 
my colleagues on this panel will be able to supply the needed 
balance. 

Cooperative organizations of farmers are relatively new in the 
United States. While the Grange and other farmer movements 
spawned a great many of them in the last quarter of the nineteenth 
century, most of our existing cooperatives are less than 40 years old. 
It need not surprise us then when we discover that there are about 
as many ideas concerning how a cooperative should operate as there 
are cooperatives. There is no complete agreement among our best 
cooperative leaders nor among our best economists today concern- 
ing a number of issues relating to agricultural cooperation. 

We are not even in agreement on what a true cooperative is nor 
on what its objectives should be, and if we do not know where we 
want to go, how will we know when we have arrived at our destina- 
tion? Let’s look at the record: 

W. E. Paulson of Texas A. & M. in addressing this meeting in 
1940, concluded with a definition: 

^‘Cooperation is individualism expressing itself in associated action. 
Cooperation is founded on self-help with a mimmum of governmental par- 
ticipation. Cooperation recognizes private properly as fundamental m a 
society of free men. Cooperation helps to preserve the institution of private 
property by making it universal. Cooperation brings democracy into busi- 
ness through the one-man-one-vote principle in contrast with the aristo- 

* A paper given at the Annual Meeting of the American Farm Economic Associa- 
tion, Green L^e, Wisconsm, September 15, Id4i8. 
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cratic tendencies of the private corporation with its share-voting of a con- 
centrated ownership of stock. Cooperation refuses to recognize profits as 
the motivating force in industry. Cooperation operates to serve its members 
at the lowest possible cost and not for profits on its investment. Coopera- 
tion puts its faith in abundance and low prices in that service, not profits, 
is its objective. Cooperation supports the competitive system — competi- 
tion between efficiently operated cooperatives and private concerns. Co- 
operation eliminates speculation in equities because stock in successful 
cooperatives cannot have a value above par. Cooperation makes its mem- 
bers an articulate part of the economic system in which they live. Fmally, 
in the words of the great English economist, Alfred Marshall, in his presi- 
dential address to the Cooperative Congress in 1889, cooperation is ‘at 
once a strong and calm and wise business, and a strong and fervent and 
proselytizing faith’.” 

While I agree with part of his definition and description, I cannot 
agree with all of it. *Trofits” to the members may not be the moti- 
vating force in all cooperatives but they are in all that I have ever 
worked with, 

A resolution adopted by the National Council of Farmer Co- 
operatives in its annual meeting in 1947 stated: 

“Be it resolved that this organization vigorously express its deep belief 
in the profit motive and its free play as being a basic force which can main- 
tain permanently a great and prosperous nation.” 

A statement I like was made by E. Fred Koller at this meetmg 
last year when in discussing the place of cooperatives in a capitalis- 
tic economy he said: 

“Thus we see that cooperatives provide a means of complementing and 
strengthening the capitalistic economy at its weakest points. While co- 
operation is clearly not a panacea for all the ills of capitalism, it does per- 
form a positive role in the free enterprise economy by aiding it to achieve a 
better allocation of resources, higher total production and wider distribu- 
tion of income. The ameliorating influence of cooperatives in our economy 
is particularly vital m these days when the free enterprise system is being 
challenged by the sanguine promises of state-controfied economies that 
now prevail over so much of ^e world ” 

A statement by H. E. Babcock in the February, 1935, issue of the 
JotjRNAE OP Farm Economics reads : 

“One point which my ideal farmer-owned, farmer-controlled coopera- 
tive will always bear in mind is that the cooperative is not an end in itself, 
but a means to an end. The real end is the improvement of the economic 
positions of the individual members, without leveling them off or averag- 
mg them down.” 
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Many people accept this definition but others would broaden it. 

It is now twenty-five years since Bernard Baruch wrote : 

“The cooperative plan was evolved in an attempt ot restore the fair 
economic relationship which should and once did prevail, between on the 
one hand, those who produced from the mme and factory, and on the other 
hand those who produced from the sod. Although agriculture is the oldest 
and best known business, with certain elements in it exactly like those of 
any other, it has stood still while younger industries have applied modem 
methods of control of direction and have gained a disproportionate share 
of the profits therefrom. Linked with the other elements necessary to suc- 
cess for cooperatives is this consideration : groups cannot live for themselves 
alone. They have public obhgations and relationships to fulfill and sound 
attitudes to assume on those questions which promote social unrest before 
they can be sure of permanent foundation. For example, where a coopera- 
tive is m a position to dominate the price of its commodity, that price must 
be fair, a gouging price would strike at the very object of ‘live and let live* 
which is the fundamental impulse of collective farm produce selling. I 
vrould counsel the cooperatives, their leaders and their members always 
to remember that they can never rise superior to the immutable law of sup- 
ply and demand, which is the unshakable basis of the structure of com- 
merce.** 

Mr. Baruch would broaden the objective of cooperatives to 
include the interest of the public in its operations. 

Few would deny that in the “Sapiro** days some cooperatives 
attempted to get monopoly control of certain farm products. Is the 
anti-monopoly attitude of most cooperative leaders today an accept- 
ance of the fact that it is impossible for a farmer cooperative to 
gain monopoly control of a product, or is it a recognition of the fact 
that such control if possible, would not be in the interest of the 
members or the public? 

In speaking before the American Institute of Cooperation Annual 
Meeting in 1941, Homer Brinkley, general manager of the American 
Rice Growers Cooperative Association said. 

“In our opinion it is now generally recognized that only government can 
exercise the broad-scale controls necessary for the stabilization of agricul- 
ture as a whole. Cooperative effort is by its very nature totally unsuited 
to such an endeavor. The wrecks of farmers* associations which in past 
years tried their hands at price fixing, production control and such related 
endeavors is ample evidence to all concerned that such a program applied 
to agriculture as a whole by cooperatives would be a dismal failure.** 

H, however, we were to carry public interest far enough, we would 
have to ask how co-op leaders who ask for support prices, marketing 
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agreements and tarifiP restrictions, would demonstrate that they are 
in the public interest. Possibly there is a difference between the 
short time and long time point of view on some of these issues. 

Another question might be raised concerning the aggressiveness 
of mature cooperatives. Generally speaking, young organizations 
are more ‘‘radical” or aggressive than mature cooperatives. We are 
now in a generation of mature cooperatives for the first time. Is 
there danger of their becoming too conservative and interested in 
maintaining the status quo.^ For example, are the milk bargaining 
co-ops just as much interested in narrowing dealers’ margins as 
they once were or has their dependency on state and federal orders 
changed their point of view? 

History indicates that cooperative competition in some other 
countries has been far more successful in holding in check or in 
eliminating cartels and monopolies, than has any act of government 
legislation. If this is to be our policy then our cooperatives as they 
expand and acquire more facilities, with more people assuming the 
risk of the entrepreneur, will need to be careful that they ask only 
equal treatment before the law. Legal barriers in industry are also 
legal barriers to cooperatives. The question as to whether farmer 
cooperatives today have any special privileges not given other types 
of business should be adequately answered so that the public will 
know the facts. 

Do the objectives of cooperatives go beyond the consideration of 
economic need? 

At the 1946 Annual Meeting of the American Institute of Cooper- 
ation, M. G. Mann, manager of the Farmers Cooperative Exchange, 
stated: 

"It is my opinion that unless we place just as much emphasis on our 
educational and membership relations projects as we do on our economic 
projects, we will lose sight of the true value of cooperation. If this happens, 
the cooperative movement will eventually turn out to he nothing more 
than just another way of doing business.” 

There may be differing points of view here depending upon 
whether this is part of the "end” or a practical "means” toward the 
end. Unless the public recognizes that cooperatives do serve in its 
interest, the climate for cooperatives may become uninhabitable. 

Frank Robotka said to the same group in 1946. 

"Cooperation cannot rise above the average level of the understanding 
and self discipline of the people. We in this country have been too much 
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concerned about building cooperative organizations and too little con- 
cerned about (^velopmg the capacity of people to cooperate — ^that is, 
budding eooperators” 

For twenty-five years economists have advised cooperatives to 
specialize along commodity lines. Have we changed our thinking 
today or are we out of step? The country store a generation ago 
stocked everything for everybody and had to give way to stream- 
lined grocery, drug, and hardware stores, and the early co-ops which 
handled everything were replaced by specialized commodity 
cooperatives. Today the swing is reversed again and co-op commu- 
nity services which handle farm supplies, service farm equipment, 
and market farm products, are replacing the specialized local 
co-op unit. Will modern accounting methods, and good manage- 
ment keep them from avoiding the pitfalls of an earlier generation? 
Perhaps the G.L.F. system of offering multiple services at one point, 
but with each group of services under different management, is the 
answer. If this is carrying out the will of the members then why 
do some cooperatives stand pat while others change their policies 
and programs? 

Where do we reach the point of diminishing returns on vertical 
and horizontal integration? Petroleum cooperatives have found it 
necessary to own their own oil wells, pipe lines, refineries, and retail 
distribution systems. Cooperatives operating canneries for many 
farm products today are facing the problem of how to keep 
their products identified and stOl get them on the shelves of the 
corner grocery store. Should farmers operate chains of retail grocery 
stores in order to have an outlet for their products? Some coopera- 
tives have found and developed foreign markets for their products. 
WTiat machinery, wholesale and retail, is needed to most efficiently 
handle such operations? 

What should the capital structure of a true cooperative be? Is the 
revolving capital plan the ideal one or are other plans for handling 
capital equally practical and cooperative in nature^ This question 
is becoming more important due to the increased investments of 
members in their expanding services. 

Is competition between cooperatives sound and can a satisfactory 
explanation be made to members and the public? 

In the July 1931 issue of this JournaIj, H. E. Babcock wrote: 

‘The meanest competition in the world is that between cooperatives. 
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No cooperative wholesale purchasing service buying for a region can hope 
to succeed if within that region are other cooperatives trying to do the 
same job.” 

K this be true there is “mean” competition in many parts of the 
United States today. There always was competition between local 
cooperatives and regional cooperatives, but competition between 
regionals is relatively new and it is increasing. Will members force 
some combinations in the interest of efficiency, will competition 
become costly to the members who finance it, will “personalities” 
or “service” win out? 

Why are not farm people of all ages more informed and interested 
in the cooperatives that have served them well? Frequently com- 
parisons are made with Danish farmers who almost universally 
support their cooperatives. In speaking with reference to this issue, 
Frank Robotka in 1947 stated: 

“It has been smd that the Danes have a peculiar talent for cooperation. 
Cooperation is not a racial characteristic. It is a mode of behavior that is 
learned — whence teachable.” 

How then can it best be taught and should we try to teach the 
adult generation today or their sons and daughters? Should cooper- 
ation be included in text books at all levels of education as “a” way 
of doing business — ^should organizations conduct schools of their 
own as some of the regionals now are doing, should the co-ops with- 
in an area work together on an educational program with vocational 
high schools as they have done in California and in Wisconsin, 
should we have American “folk schools,” or neighborhood study 
clubs as they do in Ohio, or should a state association of coopera- 
tives attempt the job as they do in Michigan? Perhaps a sound 
program would include all of these. Or can you depend on an effi- 
cient commodity service doing the job over a period of years with- 
out any particular educational program labeled as such? How does 
doing business with non-members, or the trend in regional purchas- 
ing cooperatives to appoint commercial feed dealers as local agents, 
aflfect an educational program? 

Is it important that the next generation of cooperators be well 
informed concerning the heritage that is handed to them, and their 
opportunity and responsibility to carry on? Is teaching farmers how 
to help themselves less important than a good commodity service? 
If so, are we training for this responsibility? 
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Are our regional cooperatives the living examples of democracy 
that we tell the public they are? John Daniels in concluding his book 
on American Cooperatives says this; 

**Co-ops are not doing so well democratically as they are economically. 
Indeed — ^speaking now of their regional and national business organissa- 
tions — there is an evident rush-and-race to pile up volume and go as fast 
and far as possible, with more than a willingness, almost a compulsion, to 
short-circuit democratic processes for speed, efiBciency and material re- 
sults.” 

Is this true, and if it is what are the implications for the future 
of cooperatives? 

How can you measure the success of a cooperative program? Do 
you look at the volume of business, the number of members, the 
net worth, the net margin in comparison with other similar enter- 
prises, improvement in quality of the product, the opening up of 
new markets, expansion of facilities, the percentage of the consumer 
price the farmer receives, the cost of feed per dozen of eggs, or per 
hundredweight of milk, the standard of living of members compared 
with other groups in our society? 

Is the type of services unlimited in which cooperatives may 
successfully engage? Can they successfully tackle the problem of 
rural housing? Surely there is a need for it. If they should build 
tractors why not farm trucks? What is the limiting factor, capital, 
or volume of business, or trained personnel or something else? What 
guides can be used in determining this? 

Should farmer co-ops keep separate and distinct from city co-ops? 
Usually they are organized under different laws and frequently they 
have different objectives. Farm co-ops usually market farm prod- 
ucts and purchase supplies used in production. The members^ 
welfare is frequently tied closely to that of the cooperative City 
co-ops usually handle consumption items such as groceries, and 
their own economic status is not closely tied to the success of the 
cooperative. Should farm co-ops also purchase for members their 
groceries, carpet sweepers, and washing machines? There are some 
instances where producers and consumers have worked together 
amiably, but leaders generally recommend separate and distinct 
co-ops for farm and city, regardless of whether or not they may want 
to work together. 

Obviously there are many unsettled questions relating to agri- 
cultural cooperation, ranging from differences of opinion on ob- 
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jectives down to actual management details. How then can we as 
agricultural economists make a contribution toward their solution? 
Surely we have a responsibility in the field of research. While the 
pressure is on most of the time to do applied research and service 
work, there is a basic need for fundamental research in this field. 

The problems in marketing and purchasing and in business 
management will probably receive enough attention, particularly 
those that apply to cooperatives and commercial business alike, but 
what of the problems that are peculiar to cooperatives alone? 
These include the economic, the institutional, the legal, the edu- 
cational, and the human problems. There is a lot of uncharted 
territory in these areas of thinking and action as they are related to 
cooperatives. 

Most, if not all of us, would agree that cooperatives are a very 
necessary part of our capitalistic economy. Personally I believe 
that cooperatives are as necessary to guarantee the perpetuation of 
our capitalistic economy as are two strong political parties neces- 
sary to perpetuate our American system of democracy. 

In the years ahead our research work and our educational efforts 
must help to determine how this "Cooperative method of doing 
business should and will fit into our capitalistic economy, how 
cooperatives can contribute most in bringing economies into pro- 
duction, marketing and distribution, to the end not only of bringing 
about a more permanently prosperous agriculture, and a more 
stable industry, but all of this must be in the public interest as well. 
This is a real challenge to all of us. 

DISCUSSION* 

f 

Prank Robotka 

Iowa State College 

If Professor Stem’s purpose was to stress the need of more and better re- 
search and education in the field of agricultural co-operation, few will 
probably take issue with him.^ In his revised paper he concedes that there 
are considerable areas of general agreement. He then devotes about half 
his paper to a discussion of the views of various people in support of his 
contention that a lack of “complete” agreement exists regarding a number 
of questions, mostly concerning the aims and objectives of co-operatives. 
In the remainder of his paper he raises a number of additional questions. 

* A discussion at the Annual Meeting of the American Farm Economic Associa- 
tion, Green Lake, Wisconsin, September 15, 1948. 

1 See ‘‘Research and the Future of Cooperation” by the writer, American Co~ 
operattorif 1946.) 
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Altliough there is ample evidence of lack of agreement, many will ques- 
tion Professor Stem’s choice of some of his ‘‘authorities.” The writer be- 
lieves that there is less disagreement regarding fundamentals than is gen- 
erally supposed, at least among recognized students in the vanguard of 
co-operative thought. It must be recognized that, although many have 
contributed to the subject, few have done much penetrating anal3rtical 
work on the basic economic aspects of co-operation. The views of some of 
the most prominent of these were not cited. 

Granted that there may not be complete agreement among the econo- 
mists, it IS to be expected that there would be even less agreement between 
the economists and the practical co-operators, because whereas economists 
consider the longer-run social interest, the co-operators, like other business- 
men, consider the more immediate entrepreneurial interest. 

A question may be raised as to whether a distinction witfi a difference 
does not exist between “unsettled questions” and “unsolved problems,” 
that IS, problems unsolved in the sense that, although substantial agree- 
ment may exist as to underlying theory, problems arise in efforts to apply 
the theory in practice. It would have been interesting if Professor Stern 
had imdertaken to separate the unsettled questions in theory from the 
unsolved problems in practice. Most of the questions raised in his paper 
appear to be unsolved problems in practice. 

Even though a question maybe settled in theory, practical functioning m 
a djmamic environment involves a continuous process of adaptation and 
readaptation No adaptation is likely to be perfect at a given time or con- 
tinue to be the best adaptation for long. Hence the best we can hope for 
is not complete solutions of problems but progress and improvement with 
respect to them. 

It is well that Professor Stem mentioned the need of emphasis on prob- 
lems which are peculiar to co-operatives as a distinctive type of business 
organization. This part of the paper might well have been amphfied, be- 
cause these distinctive problems have and are likely to continue to receive 
less research and educational emphasis than they merit. 

I also endorse his implied suggestion that we economists who are work- 
ing in this field need to integrate our thinking. Thus far, we have been 
working altogether too much in isolation. The efforts of the American 
Institute of Co-operation to break down this isolation through the work- 
shop sessions held the past two years are to be commended. Many readers 
will be interested to know that tentative plans contemplate a two-week 
seminar on the more fundamental economic aspects of agricultural co- 
operation precedmg the 1949 session of the xA.merican Institute of Co- 
operation to be held at Madison, Wisconsin. The seminar or work shop 
as a “sweating out” process should contribute greatly to a clarification and 
crystalhzation of co-operative ideas in the present stage of their develop- 
ment. 

Urgent as the need is for economists working in this field to integrate 
their thinking, there is also a need for the economists to integrate their 
thinking with that of workers m sociology, law, political science, etc., and, 
what is equally important, with that of practical co-operators A tw’o-way 
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ckaimel of commumcatioii and intercourse between co-operators and 
workers in the social sciences needs to be kept open and functioning 
effectively. 

Problem Areas. A large percentage of the questions raised by Stem 
and those he cites relate directly or indirectly to the aims and objectives of 
agricultural co-operatives. Does this emphasis on aims and objectives re- 
flect the relative importance which Stern attaches to this particular prob- 
lem area? 

Bulletin 15, ^‘Research in Agncultural Co-operation — Scope and Meth- 
od,” by the Social Science Research Council lists 80 research projects 
classified under 12 headings each relating to a more or less distinct problem 
area. Although a few of Stem’s questions fall into problem areas other 
than aims and objectives, no questions falling into many of them are raised. 

The writer has foimd it useful to outline the important purposes that 
research m this field may serve. Among the 15 purposes tentatively out- 
lined, those most neglected appear to the writer to be: 

1. To provide a better basis for public policy determination 

2. To bring legal and economic concepts relating to co-operation into 
closer consistency. (See “Lego-Economic Imphcations of Co-operation,” 
by the writer, Artterican Co-operation^ 1946). 

3. To provide better tools and criteria for the economic analysis of co- 
operative problems and for the measurement of co-operative success, of 
tme co-operation, and of the contribution of co-operation to general wel- 
fare. (This generd purpose has to do essentially with the economic nature 
of a co-operative as a distinctive form of business organization and its 
economic role in the economy. It seeks to bridge the gap between co-opera- 
tion in practice and economic theory.) 

4. To provide better materials for the teaching of co-operation on both 
undergraduate and graduate levels. 

Professor Stem properly emphasizes some of the new questions and prob- 
lems which have arisen as a result of current trends and developments m 
co-operation, such as the increasing scale of operations, the entrance of 
co-operatives into new fields of activity, the increasing concentration of 
power in some co-operatives, the development of integrated co-operative 
systems of marketing, and so on. These developments not only raise new 
questions and problems but in many cases give new or added significance 
to old ones. 

What activities are suited to co-operation and what factors controP 
We are, of course, co-operatmg successfully in many areas of activity to- 
day that were regarded as unsuited to co-operation years ago. This trend 
will no doubt continue. At a given time, the limits will probably be set 
primarily by the urgency of the need, the ability of the people concerned 
to contribute the necessary capital, leadership and management and their 
ability and willingness to assume the risks involved. The significance of 
these factors is undoubtedly changing with time. Research and education 
certainly has an important opportunity as well as an obhgation to throw 
light on this important question. 



UNSETTLED QUESTIONS RELATING TO 
COOPERATIVES AND COOPERATION^ 

Okion Ulrey 
Michigan 8t(Ue College 

M r. STERN has raised many significant questions regarding 
cooperatives and cooperation. Each of the 16 or so unsettled 
questions he raised merit considerable scrutiny, both by economists 
and by cooperators. His paper raises the question of terminology 
which is used in discussing cooperatives. Terms such as: profits, 
capitalism, competition and cooperation seem to carry a variety of 
meanings. 

Should the term “profits” be restricted to earnings on invested 
capital, or should it include all of the self-gain economic motives 
such as savings, services and wages? What is capitalism today? 
How much stateism, private economic concentration and volun- 
tary groupism is included in 1948 capitalism? Does competition 
apply only to the market where there is a host of sellers and buyers? 
Or can we also use the term “competition” to describe the action of 
large economic groups for self-gain? What is the name of the con- 
dition where there is only one seller and that a cooperative? Should 
the term “cooperation” be applied to a farmer’s business organiza- 
tion where it is the only processor and the only merchandiser in the 
wholesale field? 

My few remarks will be devoted to discussing one group of 
unsolved questions. What is a cooperative? How define a coopera- 
tive? How study a cooperative and cooperation? 

Many of the roots of the business cooperative go back only a 
century. The environment in which the cooperative has been ma- 
turing has been constantly changing. The literature indicates a 
wide difference of opinion concerning what it is. During the last half 
of the past century students attempted to describe and define it in 
terms of the total society. Recently more attention has been given 
to the functioning of farmers’ business organizations. Perhaps it is 
time that we attempt a more thorough analysis of the cooperative 
and cooperation. A few questions and suggestions are offered. 

1. What are the principles of cooperation? There is a wide differ- 

^ * A paper given at the Annual Meeting of the American Farm Economic Assod^ 
ation, Green liake, Wisconsin, September 15, 1948. 
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ence of opinion. A few months ago, I examined 14 books to find out 
what they thought the Rochdale principles were. There were 14 
different combinations of principles and business practices listed. 
As all students of cooperation know, the Rochdale Pioneers never 
recorded any body of principles There are no Rochdale principles. 

2. What are the business and community practices that distin- 
guish a cooperative from other business? Is the cooperative by its 
nature any different from a proprietorship in credit, price and 
service policies and practices? Are the relations with members and 
patrons the only type of cooperative practices which are different 
from other business? 

3. Is the cooperative only a business institution to be measured 
in terms of productivity and income'^ Should the effects upon in- 
dividual members, families, and communities be included? If so, 
how important are the latter? 

4. WTiat are the objectives of a cooperative? Is it price gain, 
protection of the democratic-capitalistic system? Perhaps these are 
only means. If so, we should be looking deeper into human motives 
and especially into that somewhat intangible objective, the growth 
of human personality. Is the farmer member basically concerned 
with protecting the family farm, capitalism or even his proprietor- 
ship? Fundamentally, he may be most concerned with expressing, 
protecting and maturing his individualism. 

5. How describe the cooperative m terms of capitalism and 
socialism? The cooperators are loudly maintaining that the coopera- 
tive is an institution of capitalism. What is capitalism? What is 
socialism? W^e have a mixed system — ^many types of capitalistic 
institutions, and many types of state organizations and programs. 
Under each system both individualism and groupism are empha- 
sized. The cooperatives usually represent voluntary groupism and 
the state usually compulsory groupism. Many farmers, however, 
have only one choice, that of selling to or through a cooperative. 

6. Is the cooperative to be considered only as a competitive 
institution? If it is only a means to obtain economic efficiency, it 
could operate either as one of the market competitors or as the only 
processor and distributor in a market or for a commodity. In the 
latter situation, the competition would be among the economic 
groups. 

7. What is the relation of cooperative to democracy? But what 
is democracy? Does democracy apply only to the political field, or 



Cooperatives akd Cooperation 


570 


also to the economic, social and religious areas? Democracy is 
some sort of a compromise between the individual and the group. 
So is a cooperative and so is cooperation. Cooperation emphasizes 
voluntary group effort, a high type of human activity. The coopera- 
tives may have a function to perform in maintaining a favorable 
balance between individualism and groupism — the foundation of 
democracy in all areas of life. 

8. What is the relation of the cooperative to the environment? In 
what sort of setting does the cooperative survive and grow? How 
does the cooperative affect the environment over a period of decades 
and centuries? By environment we include stage in the scientific 
revolution, development of educational processes, and the ideolo- 
gies and beliefs of the people. The scientific revolution has brought 
urbanization, concentration, monopoly, centralized control, nation- 
al economic groups, few managers and many workers, and national 
interdependence. The revolution has also brought education, 
leisure, longer life, more possibilities for satisfaction, and hope for 
the good life. The cooperatives have had their great growth during 
the past century, a period of considerable freedom for business and 
hope for man. Today, we are again threatened with centralized 
restrictions. 

These suggestions by no means cover all factors which, in my 
opinion, should be included in a thorough study of what is a cooper- 
ative and what is cooperation. I believe all of the social scientists 
are needed to prepare an adequate answer to the questions raised. 

We will raise a final question: Is the nonprofit nature of a co- 
operative an adequate reason for the majority of citizens for the 
exemption of cooperatives from income taxes? Perhaps there are 
other significant reasons for distinguishing the cooperative, the 
nonprofit and the mutual businesses from the usual proprietorship 
and corporation businesses. 



MEMBERSHIP AND PUBLIC RELATIONS IN 
AGRICULTURAL COOPERATIVES* 

Geo. W. Rtjpplb 

Consolidated Badger Cooperative 

T he extreme complexity of agricultural cooperatives relating 
to State and Federal laws, financial obligations, patronage 
refunds, organization policies, social and economic relationship and 
the continued maintenance of the cooperative position in business 
today offers unlimited subject matter for educational work in 
membership and public relations. 

Cooperatives in the past and present have developed and are 
continuing to be motivated because of their economic benefits to 
members rather than the services rendered and their pace-setting 
effect influencing prices and production. 

Today it behooves all cooperative organizations to employ per- 
sonnel that have the educational background and capacity to 
develop cooperative minded leaders and members. The process of 
educating membership must be developed through various methods 
and media properly designed solely for this purpose. It is becoming 
more necessary each year to educate the membership to the numer- 
ous advantages, other than economic, that good cooperatives 
provide their members. 

Methods used by successful cooperatives to disseminate informa- 
tion to members in the past have been successful in educating a 
certain percentage of the membership The number of cooperative- 
wise and informed members have served the cooperatives well in 
advocating and encouraging such necessary measures as diversified 
facilities, market expansion and increased membership. It is ques- 
tionable how long cooperatives can continue to prosper without 
developing a greater percentage of informed members. 

Methods now used by a number of cooperatives for the purpose 
of developing membership relations, I believe, can be renovated to 
do a better job of accomplishing their purposes, (1) Cooperative 
papers and periodicals can be better planned and more attractively 
designed, with greater emphasis on the selection of informational 
material. (^) Membership meetings designed to present more 
general cooperative information rather than information based 
entirely on the local cooperative, (3) A better trained and informed 
employee personnel should be developed. (4) A youth program 

* A paper given at tlie Annual Meeting of the American Farm Fconomic Associ- 
ation, Green Lake. Wisconsin September 15, 3948, 
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designed to educate young people on the value of cooperatives and 
designed to get participation in actual cooperative enterprises. (5) 
Make educational material available for schools and Universities. 
(6) Educational clinics in which leaders discuss cooperative pro- 
cedures with members and others. (7) Use visual aids more exten- 
sively among members. 

Cooperatives generally have been slow to develop proper public 
attitudes by which public acceptance to their methods and ideals of 
doing business is at the best. Not only have cooperatives been slow 
in this matter but in addition most have failed to maintain a con- 
stant continuous program, the usual method being to periodically 
or on a crisis basis, blast the public with the crucial problem of 
current interest. This fails to get the desired results because the 
public mind has not been conditioned by previous constant pre- 
paratory information to accept facts as truth from cooperative 
sources. 

Propaganda in the form of anti-cooperative radio broadcasts and 
anti-cooperative literature has been cleverly circulated by pressure 
groups Cooperatives have an important job to do in retarding and 
debunking this unfair propaganda. A public relations program 
designed to do this job should be in progress in all cooperatives. 
Cooperatives cannot depend entirely on educational organizations 
to do this job, nor can they expect to do it properly without con- 
siderable expenditures of time and money. 

This problem can best be solved by a combination of oral and 
printed information properly distributed. Newspaper advertising, 
news stories, press releases, pamphlets and bulletins are important 
media when properly used. Radio programs cleverly designed will 
aid the progress of a public relations program. Every cooperati^^e 
should have a definite program of presenting information to em- 
ployees and membership for the purpose of public relations. If 
every cooperative will strive to take care of local obligations in a 
well planned public relations program, results generally will be 
forthcoming. Cooperative leaders and management must stop 
assuming that the rank and file of independent businessmen and 
others understand cooperatives. Few people realize what coopera- 
tives have done to benefit the general public in the form of reason- 
able prices, quality products, production, and allocation of re- 
sources. It ap{>ears that if all cooperatives develop a good local 
public relations program first, much will be accomplished to im- 
prove the cooperative position in the public eye. 



ROUNDTABLE ON SIZE OF FARMS 

Chairman: Frank J. Welch, Mississippi State College 

THE SIZE OF FARM IN THE SOUTH* 

D. Gray Miley 
Mississippi State College 

T he agricultural economy of the Southern States has been 
dominated for many years by the production of cotton, which 
is a crop that requires large amounts of hand labor The heavy 
labor requirements at chopping and pickmg time have been a 
major factor in determining the size of the operating unit The 
size of the unit has been fixed to a very large extent by the acres of 
cotton that a farmer and his family could chop and pick. The aver- 
age farm family can handle from 8 to 1£ acres of cotton However, 
in order to plant and cultivate the cotton, the farmer has to have 
a mule and the necessary one-mule equipment This means that he 
has to produce enough corn to feed the mule that he has to have to 
produce his cotton. 

With this type of farming pattern the cultivated land per farm 
family averages %5 to 30 acres in most cotton areas in the South. 
In addition, the farmer has an equal amount of non-cropland. This 
does not represent the size of the ownership units, but it is the 
acres of cultivated land available to the average farm operator, 
whether he be owner, renter, or sharecropper. There is a tendency 
for the size of the operating unit to be about the same, regardless 
of the size of the ownership unit; that is, if a farmer owns more land 
than one family can handle, he usually adds one or more families 
until the size of the operating unit for each family falls within the 
range of 25 to 30 acres of cropland. In reality many farmers that 
own sufficient land to operate a large efficient unit are at present 
operating in such a fashion that their one farm actually amounts to 
two or more one-horse farms under one management. The system 
is such that each sharecropper has his assignment of land and a 
complement of one-horse equipment to go with it. 

This system has persisted and continues to persist because of the 
absolute necessity of having enough hand labor available to handle 

* A paper presented at the annua! meeting of the American Farm Economic 
Association at Green Lake, 'Wisconsin, September 15, 1948. 
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the peak labor loads at chopping and picking time. If the farmer 
mechanizes the operations that can be mechanized and reduces his 
labor force, he has to depend on securing outside help to chop and 
pick his crop* Many farmers have not been willing to depend on the 
possibility of securing this outside or transient labor when it is 
needed* 

There is some evidence that this pattern is beginning to change. 
In the Delta areas, for example, many plantations are embarking 
on long-range programs that will eventually lead them to complete 
mechanization. These programs call for a gradual reduction of the 
labor force and the substitution of mechanical equipment. In many 
instances it will mean the expansion of the use of other enterprises, 
such as corn, oats, and soybeans, that can be fully mechanized. 
A few plantations have already developed their programs to a point 
where they have around 100 acres of cropland per farm family. 
This compares with the usual pattern of 25 to 30 acres per family. 
There are still some obstacles in the way of complete mechanization 
of the cotton crop, but it is not inconceivable that over a period 
of the next 10 to 15 years cotton mechanization will be an accom- 
plished fact in the Delta and western cotton areas. As this develop- 
ment takes place, the size of the operating unit will gradually 
increase. The ownership units in these areas are already relatively 
large, and very likely there will not be significant changes in the 
ownership pattern The ownership units will be operated by a small- 
er number of farm families Again, it is not inconceivable that the 
same ownership units can be operated by one-fourth of the families 
that are now engaged in operating these farms. One brief example 
of the possibilities offered by this development might be cited* 
Normally with handf-labor methods it takes about 150 hours of 
man labor to produce an acre of cotton. Last year the Delta Branch 
Experiment Station at Stoneville, Mississippi, produced a block of 
cotton with 39 hours of man labor per acre. Of this amount 32 hours 
were hand labor in chopping and hoeing. With the mechanical 
cotton picker that is now available, the one major obstacle to com- 
plete mechanization that still remains is weed control. If this prob- 
lem can be solved, it will be possible to produce and harvest cotton 
with not more than 25 hours of man labor. The influence that such 
a development will have on the size of operating units is obviuos. 

The solution to the farm-size problem in the hilly and rolling 
plains areas of the South and Southeast is not so obvious. In many 
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of these areas the ownership as well as the operating units are small. 
In a study of one area in South Mississippi in 1942, it was found 
that there were three tractors on the 327 operating units for which 
information was obtained. The average farm family had 27 acres 
of cropland at its disposal. The traditional pattern of cotton, corn, 
and a few acres of garden and miscellaneous crops was being fol- 
lowed by almost all operators. This cropping pattern is followed by 
farmers in all the areas of Mississippi outside the Delta. The size 
of the unit, together with the cropping system followed, does not 
allow for the most efficient use of land, labor, or capital. The best 
land is always planted to cotton, and cotton follows cotton year 
after year. The unit is not large enough, nor is the land uniform 
enough to enable the operator to follow a rotation. Neither can he 
introduce other enterprises that will enable him to make better use 
of his land. The production of feed and pasture crops for livestock 
requires more land than he has at his disposal. 

The fact that cotton requires large amounts of labor at certain 
times and only small amounts at other times gives the operator a 
very uneven labor load. He is worked to more than capacity during 
certain short periods and is either underemployed or unemployed 
during the remainder of the year Because of the small size of his 
unit, he is limited in the opportunities he has to increase the effi- 
ciency with which he uses his labor. 

A similar situation exists in the use of capital. In most instances 
the size of his unit is such that he cannot aflFord to own even the 
smallest types of tractor equipment. Consequently, he continues to 
operate with a mule and half-row equipment. The $7500 cotton 
picker that can pick 150 acres in a season offers little hope for him, 
except the possibility that he might join with his neighbors and own 
one cooperatively, or he might hire one on a custom basis. 

Perhaps this picture is too pessimistic, but it is a real one in 
many areas throughout the South and Southeastern part of the 
Cotton Belt. This is not to say that farmers will not or should not 
continue to grow cotton. The fact is that in good times and bad 
these farmers have continued to grow cotton. The chances are they 
will continue to grow cotton. It is not a matter of competing with 
the Delta or western cotton producers. Rather, it is a matter of 
alternative opportunities With the system being used by these 
small operators, their major investment is their own labor; and as 
long as they get anything for their labor, they can continue to grow 
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cotton. They simply tighten their belts, reduce their standard of 
living still further, and grow cotton. For most of them cotton re- 
turns a greater income for the time put in than any other enter- 
prises they can turn to. 

The basic difficulty is not that they grow cotton but that the 
size of the unit and the alternative opportunities are such that they 
cannot make the most efficient use of the available resources. 

This leads to the question of what adjustments should be made 
in the size of the operating units to make it possible to use the 
available resources. In order to try to answ’er this question, an 
attempt was made by the workers who participated m the Regional 
Cotton Adjustment Study to arrive at what might be considered 
a minimum size efficient unit for several different production 
situations. Since this regional study was completed, the members of 
the staff of the Agricultural Economics Department at Mississippi 
State College have attempted to refine these minimum efficient 
units for three type-of-farming areas. All information that could be 
obtained about crop and livestock, cultural feeding, breeding, and 
other practices was used in this study. In addition, information was 
obtained on the sizes and rates of performance of the various farm 
implements, and yield expectations were collected for all promising 
crop and livestock enterprises. 

With this information and the amount of labor available to the 
average farm family as a base, projections were made to see what 
combination of enterprises with what combination of land and capi- 
tal would give the greatest efficiency in the use of labor and other 
resources. The income that could be expected with IMS price 
relationships was used as the basis for judging the relative merits 
of the various possible combinations. 

In the three areas that have been studied, one of the most promis- 
ing combinations is a dairy-cotton type of farm. With this type the 
farmer would continue to grow all the cotton that his own labor 
force could handle. In addition to his cotton, he would keep a 12 to 
15 corn-dairy herd. The feed and pasture for the dairy herd would 
require a relatively large addition to the land resource. In fact, in 
order to make this possible, the amount of open land would have to 
be increased to about three times the size of the average farm unit 
in Mississippi This would mean an increase in the size of the opera- 
ting unit from 25 to 30 acres of cropland to 60 to 70 acres of cropland 
and an equal amount of pasture. It should be emphasized that even 
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then the farm would be operated at minimum efficiency. But it 
would mean that th-e farm family would have a unit large enough to 
furnish the labor force relatively full employment and would make 
possible the use of small-size tractor equipment. This size unit, with 
perhaps a small amount of hired help during peak periods, can be 
operated by the average farm family. 

The operator of such a farm would not get rich, but he would 
receive a net farm income which is about twice as large as the aver- 
age received by Mississippi farmers at the present time The gross 
income for this unit with 1943 prices would be around $3000, with 
a net farm income of around $1£00. 

In order to refine these resillts still further, the Mississippi 
Experiment Station is operating several pilot farms that have been 
established along the lines of some of the minimum efficient units 
that have been developed. For example, at West Point, Mississippi, 
the Station has a 160-acre dairy-cotton unit very similar to the one 
just discussed. This farm is operated by a farm family that makes 
all the day-to-day operating decisions. The enterprise combination 
is planned in advance and at present is made up of 12 acres of cotton 
and a 20 corn-dairy herd. By using milking machines and a four- 
corn, walk-through milking parlor, the operator and his family have 
been able to operate the unit with very little extra help. The farm 
IS operated entirely with tractor power, but the cotton is chopped 
and picked by hand. 

Many other combinations have been worked out for other pro- 
duction situations. In some areas livestock combined with cotton 
is a promising combination. However, this type requires an even 
greater adjustment in size than the dairy-cotton combination. The 
Experiment Station has one beef-cotton type farm near Natchez, 
Mississippi, that has 360 acres of crop and pasture land. This gives 
some idea of the tremendous change that will need to take place in 
the size of the operating units if the production of beef cattle is to 
become important in many areas of the South 

In these attempts to study the influence of size on the efficiency 
of the operating unit, every promising combination has been pro- 
jected in the form of a budget analysis, and in almost all cases the 
attainment of minimum efficiency with adapted enterprises and 
machinery will require a substantial increase in the size of the oper- 
ating units. In addition, it will require improved managerial ability 
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and capital sources especially adapted to the needs of a long-range 
adjustment program. 

There is not time to discuss the possible -ways of achieving these 
adjustments or the obstacles that are in the way of their accomplish- 
ment. It should be pointed out, however, that the solution does not 
lie with agriculture alone The provision of opportunities for re- 
numerative employment in industries, services, and trades for some 
of the people now on farms will be one of the first essential steps m 
a program to increase the size of Southern farm units. There is 
considerable evidence that this migration has already been taking 
place at a fairly rapid rate. In fact, the mechanization that is taking 
place in many parts of the South is coining as a result of a labor 
shortage. As these farm families are attracted to off-farm employ- 
ment opportumties, there will be more land available for the fami- 
lies that remain on the farm. This is the same process that has 
already taken place in all the other major agricultural areas of the 
nation The South is late getting started, and she has yet a long way 
to go, but there is evidence that she is on her way. 



NORTH DAKOTA FARM SIZE TRENDS— 

AN EVALUATION* 

BAIiDUB ll. Keistjanson LbRoy W. Schafpnbb 
North Dakota Agriculiural College 

N orth Dakota farms are considerably larger than they 
were fifteen years ago. The general public, and the farm 
population in particular, is aware of this trend. The general reaction 
to it is probably mixed but many express a deep concern inasmuch 
as there appears to them to be a continued drift toward rural de- 
population and the elimination of the small-scale proprietorship 
of agricultural holdings. Public opinion on the issue is based upon a 
mixture of fact, emotion and a lack of adequate information In 
reality however, the evidence suggests strongly that there has been, 
during the past few years, a continual improvement in the position 
of the family farm in North Dakota through these expanded opera- 
tions. Only a relatively small increase has occurred in the numbers 
of larger-than-family units. Agriculture, like other industries, has 
been adjusting itself to the technical revolution.^ 

The main concern about the trend toward larger and fewer farms 
stems from an American ideal — ^the family farm. In North Dakota 
this concern has gone so far as to result in a proposal that a progres- 
sive land tax be enacted by the State, to limit landholding. We 
have in North Dakota a law which discourages certain types of 
“corporation'^’ farming through rigid time limits to corporate 
tenure. The objective of these and similar measures is to promote 
a rather definite pattern of agriculture — one dominated by farms 
relying mainly on family labor, the managerial decisions resting 
with the family head, and large enough to provide an adequate 
level of living through time. 

The analysis of farm size trends which follows relates directly to 
North Dakota. This delimitation was considered necessary in order 
that a report could be made at this time on some special work being 

* A paper given at the Annual Meeting of the American Farm Economic Asso- 
ciation, Green Lake, Wisconsin, September 15, 1948, 

^ Ninety-two percent of the seeding of small grains in North Dakota was done by 
tractor in 1946 compared with 53 percent in 1939. The acreage of small grains 
harvested by tractor machines increased from 65 percent in 1939 to 97 percent m 
1946. (Use of Tractor Pmecr, Manual Power and Hand Methods tn Crov Productiony 
BAE, USDA. July, 1948). 
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done there on this question. The findings however, apply to a great- 
er or lesser degree to the Great Plains Region as a whole. 

Of the several measures of farm size — ^acres per farm, labor input, 
capital valuation, etc., the first two — acres per farm and labor 
input were used. The choice of such measures, we all know, is often 
determined by the data available to the investigator. The present 
case is no exception. But we feel that, particularly in the case of 
Great Plains agriculture, the combination of these two factors may 
be quite useful. 


Table 1, Fabm Acreage Trends, Noeth Dakota, 1934-44* 


Acres 

Quarters 

Proportion of farms 100 acres or largerf 

per farm 

(approx ) 

1935 

1940 

1945 

100-259 

1 

24 1 

21 2 

15.5 

260-370 

2 

25 7 

23 7 

20.0 

380-499 

8 

18 5 

18 4 

19 4 

500-699 

4 

14 7 

15.6 

18.1 

700-999 

5-6 

10,4 

12 0 

15,0 

1,000 and over 


6.6 

9 1 

13.0 

Total 


100 0 

100 0 

100.0 

No. of farms 100 A. or 





over 


79,388 

70,802 

66,501 


* U. S. Census of Agriculture. 

t Fanns of less than 100 acres were excluded since the quarter section is about 
the minimum unit which could be considered a bona fide farm in North Dakota. 
The 100 A. minimum is therefore a hberal interpretation. 

That there have been significant changes in farm size in North 
Dakota is readily seen from Table 1. In 1985, one-half of the farms 
were either one or two-quarter section units. In the following decade 
this proportion decreased to 35.5 percent. The loss to these two 
groups was absorbed by units of four quarters or more Only the 
three-quarter section farms retained their relative position, being 
one-fifth of the total. 

The quarter section and the two quarter section farm does not 
adequately utilize the family labor resources in this area except 
where intensive enterprises such as beets, potatoes and livestock 
feeding constitute major sources of income. So far as both grain and 
range livestock farms are concerned modern equipment favors 
considerably larger operations. As a result of this pressure for ad- 
justment farms of four quarters or more increased from 32 percent 
of the total in 1935 to 45 percent in 1945. 
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We are currently in the midst of research designed to discover 
the real meanings of these trends in North Dakota — of this process 
of expansion and adjustment that modern farm equipment demands. 
Members of county PMA offices (and the County Agent where 
possible) were brought together in each county to discuss the posi- 
tion of the family farm. One objective of these interviews was to 
obtain estimates of the upper acreage limits to ef active operation of 
the family farm for the main types of farming in each county 
Estimates for the range livestock type varied so widely as to possess 
no practical meaning, but estimates for the other three main types 
were fairly uniform. The number of quarters of land which could 
be effectively handled by the prescribed labor force were estimated 
to be as follows: 


Ty^e No. of 

Quarters 

Grain-hvestock feeding 4 

Gram . 6 

Gram-range livestock 10 


Accepting these estimates as reasonably accurate we may con- 
clude that farms varying in size between one and two sections could 
fall within the limits of effective family operations. The changes 
shown in Table 1 therefore may be looked upon as adjustments 
compatible with our over-all goal with one exception. Farms of 
1,000 acres or more may in many cases exceed the family farm 
objective. 

This group has increased from 6.6 percent of the total in 1935 to 
12 percent in 1945. Many are of the range livestock type requiring 
large land areas for effective family operations and may therefore 
be family farms. The fact should not be overlooked, however, that 
for this Census group the proportion almost doubled during the 
period under review (Table 1). The Census provides little informa- 
tion regarding the farming operations of this group, and yet it is 
precisely here that the farm size controversy becomes acute in 
North Dakota 

The 1947 data referred to above are helpful here. Each farm of 
1,000 acres or more was listed with its cropped acreage. Almost one- 
half of the farms in this group fall within the range of 1,000 to 1,280 
acres. In this sub-group cultivation usually exceeds fifty percent 

* The suggested standard for a family labor force included the operator, a mature 
son and limited amounts of seasonal ^bor Such a maximum permits the use of 
father-son agreements in the transfer of the farm from one generation to the next. 
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of the land area, but the total labor involved can be met by our 
family definition in most cases A little more than one-third -were 
1,500 acres or larger, and here the cultivation is generally less than 
fifty percent. Here it is more difficult to estimate the required labor 
force. Nevertheless, recognizing the limitations of these measures of 
farm size, it appears reasonable to estimate that about one-half 
of those farms having 1,000 acres or more probably meet the family 
farm criteria. In other words, about 6 or 7 percent of all North 
Dakota farms are larger than family farm units. 

Looking Ahead 

Not only is the number of larger-than-family farms comparative- 
ly small but the trends shown in Table 1 virtually stopped at 1945 
levels for farms of all sizes. The county records for 1947 operations 
indicate ihe same farm size distribution as does the 191^5 Census. For 
a variety of reasons expansion has not been maintained during the 
last three years. Time permits, on this point, but a few comments 
derived from interviews with 375 large-scale operators. 

When asked what factors had made it desirable for them to ex- 
pand operations, the most frequent reply was that, under favorable 
price and weather conditions, they had been able to buy additional 
land to utilize family labor and machinery more fully. Land was 
added to increase the efficiency of available labor and machinery. 
What made this possible^ The two most frequent replies were: 
“good crops and prices,” and “reasonable land terms.” 

The large majority of these operators do not contemplate further 
expansion. They find their greatest difficulties now in obtaining the 
required machinery and dependable labor They no longer enjoy 
the favorable cost-price ratios of the early forties, family labor is 
being fully utilized and agriculture, as all other industries, faces the 
same problems on the national labor market. 

We are in no position to predict the duration of the farm-size sta- 
bility of the 1945-47 period It does appear how^ever that the modal 
farm unit (the family farm) — has significantly strengthened its 
position — that recent trends toward larger farms vrithin the family 
farm range are, in the main, in the best interests of a prosperous 
agriculture Advocates of a strong rural social base must in the 
long-run include the prerequisite that the production unit be large 
enough to sustain satisfactory living standards. 



SHOULD ALL FARMS BE LARGE?* 

K, T. Wbight 
Michigan State College 

F ARMESTG has long been considered a family-sized operation, 
whereas urban businesses have been thought of as large scale 
operations. It may surprise some that we now have 3 8 million 
urban businesses, or one business for about every 38 persons in this 
country. By the way of comparison, we have one farm, as classified 
in the Census, for about every 25 persons. Nearly one-half the urban 
businesses are family affairs, having no paid employees, and proba- 
bly another 30 percent employ not over three or four paid workers. 
In agriculture at least three-fourths of the farms can be classified 
as family farms, and so there is less difference in the usual supply of 
most farms and urban businesses than commonly supposed. IB 
Much can be read about the increase in the average acreage of 
farms and the predicted disappearance of the family farm. What are 
the facts in the case? Again referring to Census data, we find that 
the average size of farms in the three Lake States, Michigan, Wis- 
consin, and Minnesota, increased 10 acres from 1940 to 1945, now 
being nearly 140 acres. Incidentally the number of hired workers 
at the beginning of 1945 was less than half the number reported ten 
years earlier, while the number of family workers decreased less 
than 10 percent. Apparently the family farm is not disappearing in 
these states. 

But to get back to the change in size of farms, let’s see what 
sizes are increasing and decreasing in number. From 1940 to 1945 
the total number of farms in the Lake States decreased 5 percent. 
Farms under 10 acres in size decreased 6 percent in number, those 
from 10 to 49 acres, 14 percent and those from 50 to 99 acres, 15 
percent, while the number of farms in the 100 to 179 acre size 
decreased 4 percent in the three states. Decreases were shown in all 
of these sizes in all three states, except in those under 10 acres in 
Minnesota, w^here there was a small increase. On the other hand, the 
number of farms 180 to 259 acres in size increased 10 percent, while 
those of 260 to 379 acres increased 16 percent, those of 380 to 499 
acres 15 percent, and the number 500 acres and over, increased from 

* A paper given at the Annual Meeting of the American Farm Fconomic Associa- 
tion, Green I^e, Wisconsin, September 15, 1948. 
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6,24^ to 7,661 or ^3 percent. Evidently there are at least as many 
family farms now as before, but they are larger. 

What is causing this decrease in the number of farms of less than 
180 acres in the Lake States, and an increase in the percentage 
above that size? Probably there is no one force stronger than 
mechanization of farm work that is causing the shift in size of farms. 
The number of farms having tractors in these states increased 
over 40 percent from 1940 to 1945, and the numbers of tractors 
increased over 50 percent. The value of farm machinery increased 
65 percent in that five year period. Most new machines, until 
recently at least, required a larger acreage than many farmers were 
operating for efficient use; thus they rented or bought more land. 
In a study of land purchasers in six counties in Michigan in recent 
years it has been found that two-thirds of the farmer buyers were 
owners increasing the size of their farms, while only one-third were 
tenants becoming owners. Recent developments of smaller and less 
expensive farm machines may lessen the force of mechanization 
toward larger farms. 

There probably are many other factors causing changes in the 
size of farms, but suppose we see how reasonably large farms com- 
pare with relatively small farms. The large farms in the Farm 
Business Analysis Project during 1945-47 in four type of farming 
areas in southern Michigan in which over 400 fanners cooperated, 
averaged nearly 800 acres in size. The smallest farms, approximate- 
ly one-third of the group, averaged about 1^0 acres. The large farms 
had proportionally less livestock and had just double the man work 
units of the small farms, even though they were times the acreage^ 
They were about 15 percent less intensively operated Building in- 
vestment per acre on the large farms was ^0 percent less than on 
the small. The machinery investment per acre was S5 percent less. 
Labor Sfeciency on the larger farms was about a fifth higher 
than on the small farms. In spite of these efficiencies, however, 
the total expenses, exclusive of the operator’s labor, for each 
$100 of income averaged the same on the small farms as on the 
large ($61). But when the operator’s labor charge is included, the 
farmers on the larger farms were 15 percent more efficient. Net 
returns per farm to the farmer for his labor and management aver- 
aged $£,895 on the small farms and $5,£90 on the large in the four 
areas during 1945-47. Many farmers with small acreages, however, 
do a much larger volume of business than usual, and through good 
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management make a labor income much beyond what would be ex- 
pected from the acreage operated. 

In view of the apparent trend toward larger farms, and develop- 
ments along mechanical and technological lines, is there a place for 
the small farm, or are all the advantages in favor of the large farm? 
Like the Michigan comparison just cited many other farm manage- 
ment studies show that large farm businesses, when well managed, 
are more eflBcient and yield a higher return to the farmer, especially 
when farm prices are rising, or are relatively high, but that the net 
returns on such farms frequently drop more sharply than on small 
farms when prices decline. In other words, earnings on large farms 
fluctuate more widely than on small Certain it is that a large farm 
business under normal prices provides greater opportunities for 
those with managing ability and who are relatively young with a 
strong desire to make financial progress. 

It is equally obvious that large farms with the greater capital 
needs are more difficult for a young farmer to finance when he is 
starting, unless he becomes a partner with his father. Likewise, it is 
clear that a small farm better suits some who are near retirement 
age and want to take life easier, or who may not need high farm 
earnings, or who would rather take a lower but more stable earning 
with more time for living. Any college professor who has said he 
could make more money in commercial work, but remains a pro- 
fessor because he likes it better, can’t very well criticize a farmer for 
operating a small farm because he likes it better. We should think 
of farmers as diverse individuals placing different values upon the 
various compensations in farming and not just as money making 
machines. Thus there are needs for both large and small farms. 

The question can well be raised, are we as farm management men 
doing as well promoting sound management and full use of practices 
which would increase production efficiency on small farms as we are 
encouraging farmers to operate larger farms? We should lay more 
stress on some of the newer developments in farming which the small 
farmer can take advantage of at low cost or which would reduce his 
costs. Instead of purchasing the large machine perhaps he can hire 
the job done, or buy the smaller less expensive machine now being 
developed, which is better suited to his acreage. Perhaps the small 
dairy farmer can cut costs with artificial insemination, and raising 
only his best heifers. Maybe some labor saving techniques or thrif ti- 
ness in other ways would make the work easier and increase net 
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returns Many farmers on the smaller acreages could do a better 
job of the selection of plant varieties, disease control, and the like. 

From the standpoint of improving operating eflSciency, net farm 
returns, and the standard of living of farmers, farm management 
men have been on sound ground in encouraging larger farms for 
those with the ability and desire to operate such farms, but let us 
recognize that some people may not have the needed ability or may 
prefer a small farm and do all we can to help them make financial 
and non-monetary returns as satisfying as possible. 



SIZE OF FARM IN THE NORTHEAST* 

S. W. Warren 
Cornell University 

T his paper discusses trends and developments in size of farm 
m the 12 Northeastern States (New England, New York, 
Pennsylvania, New Jersey, Delaware, Maryland, West Virginia). 
The region contains a wide variety of types of farming of which 
dairying is the most important. 

The acreage of land in farms in the 12 states decreased 26 percent 
from 1880 to 1945. The average acreage per farm declined itom 
104 to 97. However, in three states (Maine, Vermont, and New 
York) the acreage per farm increased somewhat. 

This change in the acreage per farm is the composite result of a 
number of different trends. The number of farms of less than 10 
acres increased 90 percent, while the numbers of all other sizes 
decreased (Table 1). The increased number of small-acreage farms 
is largely a matter of rural residences and part-time farms, although 
some poultry, vegetable, and greenhouse farms are included. In 


Table 1. Size of Farm ikt the Northeast* 


Size of 

Farm 
m Acres 

Number of Farms 

Percent 
Change 
from 1880 
to 1945 

1880 

1945 

Less than 10 

48,808 

91,672 

4-90 

10- 49 

201,398 

167,462 

-17 

50- 99 

227,436 

147,818 

-35 

100-499 

321,942 

281,120 

-28 

500-999 

7,205 

6,673 

- 7 

1,000 or more 

1,895 

1,214 

-36 

Total 

808,079 

645,959 

-20 


* Basic data from the U. S. Census The states included are New England, 
New York, Pennsylvania, New Jersey, Delaware, Maryland, West Virginia. 


recent years, the census enumeration of these small-acreage farms 
has been incomplete, so that the increase in numbers is understated 
in the figures given here. 


* A paper presented at a roundtable at the annual meeting of the American 
Farm Economic Association, Green Lake, Wisconsin, September 15, 1948, 
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The most important decrease in number of farms has taken 
place in the 50-99 acre group. Many of these farms have been com- 
bined into larger units. 

Acreage has been used as a measure of size in this discussion 
because it is the only measure for which complete information is 
available. In the Northeast, it is a poor measure of size. There has 
been a tendency in all of the better areas to intensify the agriculture 
and do more business per acre. For example, in one area in North- 
western New York, the average acreage of the full-time farms in- 
creased ^8 per cent from 1908 to 1938, while the total amount of 
business in terms of work units per farm increased 45 percent 

The bulk of the agricultural production of the Northeast is 
becoming concentrated in the hands of a smaller proportion of the 
total number of farmers. A summary of data from the Sample 
Census of x^griculture indicates that 9,836 farms in New York had 
30 or more cows m 1944. These farms were only 9.4 percent of the 
total number of farms producing milk, but produced one-third of all 
the milk in the state. In 1946, there were 319 farms in New York 
which had 100 or more acres in potatoes. These farms had 30 per- 
cent of the state’s potato acreage and 2 percent of the United 
States acreage. 

This concentration of the agriculture in the hands of fewer 
farmers does not mean that large-scale farm organization has taken 
over in the Northeast. Very few dairy farms are larger than a 3-man 
business. With efficient organization, three men can handle a 60- 
cow dairy and grow the accompanying crops. 

In the fruit and vegetable areas there has been some increase in 
large-scale operations Even in these areas, the most common farm 
organization is one where a labor force of one to three men handles 
the work during most of the year. A much larger labor force is 
needed in harvest. Thus, these farms have a family type of labor 
situation during most of the year, but a large-scale labor organiza- 
tion at harvest. The concentration of fruits and vegetables in a few 
well adapted areas has brought the migrant labor problem to the 
Northeast. 

To sum up, the trends in size of farm in the Northeast are as 
follows: 

1. A rapid expansion in the number of rural residences, where farm 
operations are conducted primarily for home use and amusement. 



598 


S. W. Wabren 


a. A tendency towards an increased acreage per farm on tlie full-time 
farms. 

3, More intensive use of the best land, making more business per acre. 

4j. An increased use of migrant seasonal labor m the specialized fruit 
and vegetable areas. 

5. A concentration of farm production in the hands of a smaller propor- 
tion of the total number of farmers, but no general trend away from 
the family type of farm organization This concentration of produc- 
tion with its resulting increase m efficiency leads to a better standard 
of rural hving and cheaper food for the cities 



SIZE OF FARMS* 


H. J. Mxsenw 
University of Missouri 

T he size of farm in Missouri and surrounding states is more 
meaningful if analyzed by type of farming regions. The three 
which predominate in this area are the Corn Belt Transition Region, 
The Corn Belt, and the General Farming Region. Census reports 
have served as the major source of data with sample counties 
selected in each region. 

The average size of farm in the western area of the Corn Belt 
Transition Region is over 400 acres In the southern area of this 
same region, which covers most of Missouri north of the Missouri 
River, it is 180 acres. In the Corn Belt the average size is the quar- 
ter section. In the General Farming Region in the southern part of 
Missouri and adjoining states it is 130 acres. Within this latter area 
the average size of farm tends to decrease from 185 acres in eastern 
Kansas to 100 acres in north-western Kentucky. 

The difference in size of farm based upon average investment is 
almost as great as the difference in number of acres. The average 
total farm investment in the Corn Belt is $25,000. In the western 
part of the Corn Belt Transition Region it is $15,000, in the south- 
ern area $10,700 and in the General Farming Region it is only $6,220. 
In this latter region the most common size of farm is 80 acres with 
an average investment of $3,300. 

In expressing size of farm in terms of gross income, the modal 
income size has been used The modal income in the Corn Belt was 
from $6,000 to $9,999. In the western part of the Corn Belt Tran- 
sition Region it was $2,500 to $3,999. In both the southern part of 
this region and in the General Farming Region the most common 
income was from $1,500 to $2,400. In some local areas in this latter 
region, however, it was as low as $600 to $999. 

In analyzing the changes in size of farm, -only two measures have 
been used, namely acreage and gross income. The number of farms 
from 20 to 49 acres in size increased during the depression years but 
have been decreasing since then. From the standpoint of agricul- 

* A paper presented at the annual meeting of the American Farm Economics 
Association, Green Lake, Wisconsin, September 15, 1948. 
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tural production, this group has little significance and many are 
farms by census definition only. 

The general trend in the proportion of farms in the 50 to 99 and 
100 to 174 acre groups has been downward. The decrease since 1930 
has been as large as 40 percent in the western area of the Corn Belt 
Transition Region. Within the General Farming Region w'here the 
proportion of smal farms is greater, the decrease has been the least. 

The proportion of farms in the 175 to ^59 acre group has remained 
about the same. The number in the 260 to 499 acre group has in- 
creased by about 25 percent since 1920. The number of farms in the 
500 to 999 acre group has increased over 75 percent and those 
over 1,000 acres, except in the General Farming Region, have more 
than doubled. The proportion of farms falling in these latter two 
size groups is still relatively small. 

In analyzing changes in size of farm in terms of gross income three 
classes were used. (See following table.) In the General Farming 


DiSTMBTmoN OP Fabms by Si2b Meastjbed in Tebms op Gross Income 
1930 to 1945* 


Gross Income Class 

Corn Belt 
Transition 
Regions 

Corn 

Belt 

Region 

General 

Farming 

Region 

Inadequate Farms 

1930 

('percent) 

54 

(percent) 

35 

(percent) 

78 

($4OO-$lS0O) 

1940 

62 

39 

78 


1945 

47 

29 

76 

Family Farms 

1930 

44 

62 

21 

($1600-$10,000) 

1940 

37 

59 

21 


1945 

51 

68 

23 

Larger Than 

1930 

2 

3 

1 

Parmily Farms 

1940 

1 

3 

1 

(over $10,000) 

1945 

2 

3 

1 


* All values adjusted to 19S9 price level. 


Region a relatively high proportion of farms were inadequate. 
From 1930 to 1945 there was little movement from the inadequate 
to the family farm. In the Corn Belt Transition Region there was 
a reduction of about 7 percent in the number of inadequate units 
with a corresponding increase in the number of family farms from 
1930 to 1945. The gain in Family Farms in the corn Belt was 6 
percent and the proportion of farms in this class was relatively high. 
Both acreage and income data indicate little or no significant 
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trend in the direction of farms that may be considered large or 
larger than family size. In analyzing the trends it is evident that 
some progress has been made in the reduction of the number of 
small or inadequate farms and a corresponding increase in the num- 
ber of family size farms. More progress, however, has been made in 
the better farming areas where the problem of inadequate units is 
less acute than in the Ozark hill area and other parts of the General 
Farming Region. 



ROUNDTABLE ON RISK AND FINANCE 
Chairmaa: P. F. Hill, Cornell University 

RISKS IN AGRICULTURAL LENDING^ 

R. C. SNCtBIiSQ’ 

Farm GredU Admmutratim 

I N ANY discussion of risk in agricultural credit, it is necessary 
first to distinguish between risk to lenders and risk to borrowers. 
The thoughts in this paper will be confined largely to lenders’ risks- 
The scope will be narrowed still further to a consideration of the 
means of protecting lenders against risk For purposes of this paper 
these methods have been divided into four groups as follows 
1. Knowledge and judgment of the lender; Loan policy; 3 Gener- 
al programs to improve and stabilize farm income; and 4. Pooling 
of risks. There is no pretense, of course, that full consideration can 
be given to these topics in a paper of this length. At best, it will be 
practicable only to outline some of the more pertinent problems. 

Informed Judgment 

Probably the most fundamental safeguard is for the lender to 
have full information about the man, his farm, and his operation, 
and then to know how to evaluate that information. As to the man, 
this includes his past performance in business contracts, his financial 
position, and his moral character. This point may seem very elemen- 
tary but there are, nevertheless, some related problems on which 
further research would be helpful. In long-term lending, for example 
how can the lender in his loan commitment safely recognize the 
greater debt repayment capacity of the above-average operator? 
The general theory is to base the loan on the probable capacity of 
the average operator since the high-grade man may become in- 
capacitated or die or sell and be succeeded by a poorer operator. 
Some questions are (1) What are the odds the good man will be on 
the job until the loan is reduced to a safe average level? (2) How 
dependable is the assumption that good men gravitate to good land 

^ A paper presented at the annual meeting of the American Farm Econoimc 
Association, Green Lake, Wisconsin, September 15, 1948. 

* The author is solely responsible for this paper and no parts thereof should be 
construed as necessarily representing official views or policies of the Farm Credit 
Administration. 
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and vice versdi (8) Is it practicable to protect against the death 
hazard by requiring assignment of life insurance until the loan is 
reduced by some specified amount? (4) To what extent can the risk 
be further reduced by effective father-son arrangements in order 
to assure a satisfactory succession in the event of death? 

The last question suggests another. Several studies show that 
farmers generally make their highest earnings before the age of 40 
and that thereafter farm income declmes with increasing age® 
How much of a risk factor is this with loans for either short and 
long terms? Is it practicable to take account of this factor m day-to- 
day loan operations? 

Included in this first category of risk protection procedures is the 
necessity of knowing the farm, its physical productive capacity, 
and the probable dollar expense and income. This requirement opens 
up a vast field of exploration into methods of improving the esti- 
mates of the income and value of mdividual farms, and budgeting 
the loan program to these estimates. This includes the problem of 
forecasting prices and costs both for the short-run and for the longer- 
term loans. The latter aspect of the problem may be illustrated by 
just one question : If you were risking your own money in making 
S5-year farm mortage loans, what prices of hogs, beef, dairy prod- 
ucts, wheat, etc., would you use now in estimating long-run re- 
payment capacity of your borrowers? 

An accurate appraisal must be made of the physical capacity of 
the farm itself. Progress is being made in evaluating the produc- 
tivity of various soils. Methods of classification are being used to 
reduce the error in estimating productivity. The constant improve- 
ment of varieties and tillage practices, mechamzation, erosion on 
the one hand and conservation on the other, increasing use of 
fertilizers, and all other technological developments are complicat- 
ing factors. This is an important field for research and about which 
the lender needs to keep a steady flow of information in order to 
measure loan risks adequately. 

The large institutional lenders are m a position to have men 
specialize in certain areas or in certain lending functions and thus 
build up the necessary “know-how” on such problems. Some carry 

* See, for example, **Age of Farm Operators,*’ Farm Economics, Cornell Oniveiv 
sity, October 1945; Relalton of Variationa in ike Human FaMw to Financial Beiums 
in Farming, Minnesota AgnculturaJ Experiment Station Bulletin 288, June 1932; 
and The Human Factor in the Management of Indiana Farms, Indiana Agricultural 
Experiment Station BuUetm 369, August 1932* 
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on research to improve the procedures and knowledge. Small 
lenders unable to specialize or conduct research, howeve have anr, 
opportunity in some areas to employ such specialized knowledge 
for a fee. In many agricultural communities appraisal services are 
available and, when competent, the risk on farm mortage loans may 
be reduced when based upon such appraisal. It has been proposed 
that the availability of such service be broadened by establishing a 
public appraisal system.^ While some advocates of this proposal have 
emphasized its value in connection with farm purchases, it would 
also represent one way by which small lenders could reduce risk 
through purchase of “informed judgment” in making loans. 

Information and judgment usually cost money. The lender must 
decide how much information is needed, in what ways it may be 
obtained, and the costs of each method in relation to the value of 
the information in reducing risk. The answers to such questions will 
depend partly on the size of the lending business and partly on 
business policy. 

Loan Policy 

A second general method of risk protection is by adjustemnt of 
loan policy. One of the more obvious ways by which loan policy 
can be controlled to influence risk is in the amount loaned. The 
relative amount or size of the loan can be measured by comparing 
it with the value of the collateral or with the farmer’s net income. 
The relation of risk to size of loan can be studied best when there 
are available data covering a large number of loans over a long 
period of years and on similar farms. The following data covering 
the loss experience with 450 Federal land bank loans closed from 
1917 to 193^, inclusive, in a uniform area in southern Idaho illus- 
trate the possibilities in the field of farm mortgage credit: 


Zoan 'per 
cidtivated acre 


Number of 
loans 


Loss per 
$100 loaned 


Less than $50 
50-ea 
70-89 
90 or more 


66 

$0.15 

148 

.85 

179 

2 64 

57 

5 95 


* Three of the major farm organizations, namely, the American Parm Bureau 
Federation, the National Grange, and the National Council of Farmer Coopera- 
tives have endorsed the estabhSbment of a public appraisal service in connection 
with other agricultural credit legislation. The report on Postwar Agricultural Pohcy, 
issued by the Committee on Postwar Agricultural Pohcy of the Association of Land 
Grant Colleges and Universities, in October 1944, and the proposals made here at 
Green Lake a year ago by the committee reporting on The Federally Sponsored 
Credit Services to American Agriculture included similar recommendations. Pro- 
ceedings, November 1947, pp. 1485-87. 
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It is not difiScult to visualize how such results will help to adjust 
loan policy to the particular amount of risk which the lender wishes 
and is able to assume, provided, of course, that proper allowance is 
made for any changes in farmers’ ability to earn net income and 
repay loan obligation which may have taken place after the period 
covered by the loan experience If the experience occurred when the 
type of farming were built around cotton, for example, and the 
prevailing type is now dairying, the previous experience might not 
apply. Permanent changes in price levels or costs likewise would 
affect the interpretation of past experience In addition to such 
voluntary adjustments, the loan policy of lenders subject to State 
or Federal supervision generally is limited in various ways by law 
and regulation, usually for the purpose of reducing the risk. 

Risk may be further controlled by a policy in selection of loan 
areas. Some lenders, particularly insurance companies, attempt to 
limit risk by concentrating their loan activities in areas which are 
recognized as relatively safe. Farm mortgage lenders generally 
avoid areas subject to frequent overflow or similar hazards. Some 
refuse to make loans in irrigation districts where stable and ade- 
quate earning capacity has not yet been demonstrated. 

The farm ownership loans of the Farmers Home Adminsitration 
illustrate two other aspects of loan policy designed to reduce risk. 
These are supervision and careful selection of borrowers. These 
policies are intended to offset the greater risk that would normally 
be associated with still a third policy, namely, lending a relatively 
large percentage of the purchase price of the farm. Other aspects of 
loan policy which can influence risk are the interest rate, rate of 
repayment, and method of repayment. 

This second group of methods of protecting against risk, like the 
first, contains many fields of fruitful investigation. The matter of 
relative risk of various ratios of amounts of loan to some standard- 
ized appraisal is only one of the more obvious subjects of study. 
Another that would have considerable value to both public and 
private lenders is the rate of risk reduction that may be anticipated 
for various amounts and types of supervision. Measurement of 
geographic variations in risk likewise should be of considerable 
value to lenders in a position to select their loan areas. 

Stabilization of Income 

A third group of devices which reduce risk consists of various 
programs, both public and private, which have the effect of main- 
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taining and stabilizing farm income. These include the price support 
program of the Federal Government, crop insurance, educational 
and research activities, all efforts both Governmental and other- 
wise to establish conservation practices on farms, and any other 
programs which eventually may have beneficial effects upon farm 
income. 

In addition to those which have just been mentioned, there is 
another set of devices which should be mentioned and which appear 
to fit better under this category than any of the other three. These 
include the requirements by the lender that the borrower maintain 
adequate fire and hail insurance. It would likewise include title 
insurance if and when carried by the lender. As has been mentioned, 
life insurance also is used sometimes in connection with loans as a 
protection to both the lender and the borrower. 

The stabilizing effect upon farm income of these and other similar 
programs is particularly significant since one of the most important 
causes of risk in farm credit is fluctuations of the income from which 
loan repayments may be made. The risk in making a loan can be 
reduced if the lender needs to be concerned only about estimating 
the level of the income and does not have to take into account the 
possibility that the income may vary widely from year to year. The 
relationship between variability of income and risk, therefore, 
offers a promising field of study. 

Pooling 

The fourth category of risk protection arrangements, outlined 
at the beginning of this paper, is pooling This is simply the advan- 
tage of being able to have a large enough volume of loans distrib- 
uted over suflSciently diverse conditions to minimize the possi- 
bility that any single disaster will affect any large share of the total 
portfolio. When risks are spread over a large volume of diverse 
farming operations, the losses from the accidents and mistakes 
which inevitably occur are not likely to loom very large in the total 

Small local pools may have the advantage of closer acquaintance 
and contact with the borrower but they lack the volume and greater 
diversity available in regional or national pools. In operations 
conducted over a single county or perhaps a few adjoining counties 
the loans are likely to represent only one major type of farming and 
one common set of weather, soil, and other conditions. Drouths, 
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disease, price declines, loss of markets, and similar disasters are 
likely to affect the entire loan area. 

The limited size of the risk base is an element of weakness in the 
structure of the production credit associations, national farm loan 
associations, country banks, and similar institutional lenders. The 
eight PCA’s which have become insolvent (all prior to 1939) served 
areas having one major product such as apples, potatoes, or truck 
crops. The number of NPLA’s which sustained capital impairment 
during the depression undoubtedly was increased because of their 
inability to spread their risks over more than one or several coun- 
ties. In the case of both systems, an effort is being made to build 
protection against such risks by improved loan policies and ade- 
quate reserves and net worth. The PCA’s, in a sense, have been 
able to spread some of the risk through the capital stock subscribed 
by the production credit corporations. In 11 districts the NFLA’s 
have entered into agreements with the Federal land banks to share 
losses on a 50-50 basis. This arrangement spreads half of the losses 
over bases equivalent to several States. 

In the case of commercial banks, the small risk base is probably 
more serious for non-member than member banks. Inadequate re- 
discounting opportunities during periods of strain make non- 
member banks more vulnerable to forced loan liquidations. This 
possibility is of most importance in such States as Iowa and Wis- 
consin where non-member banks held over 50 percent of the non- 
real estate agricultural loans of the principal lenders on June 30, 
1947. There were 13 States in which non-member banks held a third 
or more of such loans. The ability of member banks to rediscount 
with the Federal Reserve banks, of course, does not protect them 
against losses but it does increase the likelihood that it a local 
disaster comes, a bank can avoid forced liquidation which tends to 
result in losses 

Loan Insurance 

The method of spreading risks of smaller lenders proposed most 
frequently is some form of insurance against loan losses. A year ago 
the committee reporting here at Green Lake on Federally sponsored 
credit services to American agriculture suggested such a program 
for the credit institutions which were proposed.® Suggestions also 
have been made that a Nation-wide system of insurance for farm 

® Proceedings, November 194*7, pp, 1472-78 
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mortgages be established for all institutional lenders similar to the 
facilities now available in the urban home mortgage field through 
the Federal Housing Administration. A limited form of insurance is 
already in operation by the Farmers Home Administration. 

It will be possible to mention only a few of the many problems 
involved in considering a loan insurance program for agriculture. 
One of the first may be the premium rates that would be required. 
It might appear that since the institutions in the EGA have been in 
operation from 15 to 31 years, their body of experience should pro- 
vide a very good basis for determining premiums. Unfortunately 
the experience of each group of institutions has been affected by 
special circumstances to such an extent that the data would have to 
be mixed with a great deal of judgment in using them as guides for 
this purpose. 

For several systems the limiting fact is that except for relatively 
short periods the institutions have operated only on a rising price 
level. This is true of the banks for cooperatives and the production 
credit associations, for example. The banks for cooperatives or- 
ganized in 1933 had closed up to June 30, 1948, $3,235,000,000 in 
loans, including renewals. The losses actually sustained plus the 
valuation reserves for losses on loans in force amount to about 
one-eighth of one percent of the amount loaned. The production 
credit associations have made cash advances (excluding renewals) 
of $4,515,000,000. Including valuation reserves, their losses 
amounted to only one-tenth of one percent. 

For both systems these are very small rates of loss. The question 
is, however, if one were setting up premium rates for Nation-wide 
insurance, what adjustments should be made for the fact that dur- 
ing the next 15 years the price trend may be in the opposite direction 
from that prevailing during the past 15 years? 

The Federal intermediate credit bank system has been in operar 
tion for a longer time — ^25years. During this quarter century, which 
has included both falling and rising prices, the rate of loss on over 
12 billion dollars of loans and discounts (including renewals) 
amounted to only one-fourteenth of one percent. This experience 
would not serve as a guide, however, for primary lenders such as 
country banks or production credit associations since the inter- 
mediate credit banks are principally wholesalers rather than 
retailers of credit and sustain losses only when the resources of the 
endorsing institution are inadequate to meet the obligation. 
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In the long-term field the Federal land banks have been m opera- 
tion 31 years. As of June 30, 1946, the accumulated Federal land 
bank losses including valuation reserves for losses, when expressed 
as an average annual rate on loans outstanding from 1917 to that 
date, amounted to .50 percent. If Land Bank Commissioner loans 
and related losses are included, the average annual rate is raised to 
.6^ percent. This experience, however, covers a variety of appraisal 
and loan policies and other factors which would have to be inter- 
preted before the results could be used as a guide in determining 
insurance premium rates. For example, appraisals for the early 
loans were based on current market values. From 1933 to date, 
appraisals reflect normal agricultural values. Pnor to July 1, 
1945, land bank loans were limited to 50 percent of the value of the 
land and 20 percent of the insured permanent improvements. 
Since that date they have been limited to 65 percent of the total 
normal agricultural value of the farm. To the extent that Com- 
missiQ^ner loan experience would be considered, it should be recog- 
nized that such loans were on the books during a period when the 
trend of farm commodity prices was almost continuously upward. 
There were wide geographic differences also in the loss rates. 

If and when any insurance program were being constructed, the 
experience of the FCA umts certainly would throw valuable light 
on the problem of establishing premiums. It is also clear, however, 
that there would need to be considerable supplementary analysis 
and judgment, taking into account credit pohcies and other condi- 
tions that would affect the loan experience. 

A second question that comes up in connection with loan in- 
surance is the problem of maintaining an adequate incentive for the 
local lender so that the burden of guarding against unsound loans 
will not be placed wholly upon the insuring institution. This would 
be a particularly important aspect in any discussion of Nation- 
wide insurance programs within the FCA. The pattern in that 
system has been to build strong local cooperatives and to attempt to 
encourage the local units, that is, the national farm loan associations 
and the production credit associations, to take increasing responsi- 
bility in closing and servicing loans. It has been felt that if all loans 
closed were insured fully against losses the local officers and direc- 
tors might lose interest in this responsibility and a prmcipal ad- 
vantage of the cooperative form of organization might be lost. 

Other questions in connection with loan insurance are who would 
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pay the premiums, the lenders or the borrowers, and who would be 
benefited? The incidence of the premium would be determined 
largely by the competitive situation. If most lenders eventually 
came into the insurance plan, however, the interest rate on insured 
loans probably would tend to dominate the market, and borrowers 
then would be paying most or all of the cost of carrying the in- 
surance. 

In the event the incidence of the premium rate should be on the 
borrowers, their credit costs would rise, but the facts suggest that 
there would be little or no compensating improvement in agricul- 
tural credit service. In view of the conditions existing in the urban 
home mortgage field in 1934 when it was organized, there seems little 
doubt but that the insured loan program of the Federal Housing 
Administration increased the availability of credit and improved 
the credit service m other respects. In agriculture, however, credit 
services already have been developed and improved through other 
means to a point where, from the borrowers’ standpoint, they are 
equal to what is available in the urban field There is not now the 
same opportunity, therefore, for improvement in agricultural credit 
service as existed in the urban field when the Federal Housing 
insurance program was established. In at least one respect, more- 
over, the farm mortgage credit service is better than in the urban 
field. In the insured urban system, there is no plan for forbearance 
or leniency in the event the borrower is in temporary distress. 
On the contrary, the rules favor prompt foreclosure by the lender. 
The Federal land bank system has a well-developed and tested 
forbearance policy. Since the system is owned by the borrowers, it 
provides a better chance of fair treatment in times of emergency. 
Equal consideration should be available to borrowers from the 
Farmers Home Admimstration. 

In the short-term field, there is, of course, no insured loan pro- 
gram for urban borrowers with which comparison can be made. 
Improvements have been made in short-term agricultural credit 
service, however, to a point where borrowers would have very little 
to gain through adding over-all loan insurance. At the same time, 
it must be admitted that the PCA system and probably also the 
banks for cooperatives would be strengthened if some way could 
be evolved to spread the risks on a Nation-wide basis without losing 
local initiative and incentive. This might not need to add to the 
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present interest rate but might be efEected by diverting part of the 
local reserves to a national reserve. 

While the advantage to borrowers would be very doubtful, there 
is probably little question that lender would receive some benefit 
from an insured loan program since it would provide another outlet 
for investiment funds with an assured return. Whenever a lender 
chose to participate in making insured loans, however, some flexi- 
bility in operations would be sacrificed. 

These brief comments on loan insurance suggest that in the event 
any Nation-wide, over-all plan for agricultural credit should be 
considered there are many problems that will require careful study. 
The first questions should be. In view of present credit facilities, ‘ 
is it really needed,'^ Will credit service be improved.'^ Who will pay 
the premiums? The present evidence indicates a negative answer to 
the first two questions. If the answer should be in the affirmative, 
however, then there will be further questfons such as: Should the 
insured lender assume some liability for loss? What premium rates 
will be required? Should there be separate pools and graduated 
premiums for different degrees of risk? Should the insurance plan be 
self-sustaining? To what extent, if any, should the Federal Govern- 
ment assume liability for insurance claims^ Since the success of 
farm mortgage loan insurance will depend largely on an efficient 
appraisal system, should it be built around the present, seasoned 
Federal land bank appraisers or should a new, competing system 
be formed? 

In this paper it has obviously been possible to do no more than 
touch on a few of the many interesting and practical problems in 
protecting lenders against risk Possibly it will serve at least to 
assist in outlining the subject and to stimulate interest in studies in 
this field as they appear in the future. 

DISCUSSION* 

Lawbbncb a. Jones 
National Bureau of Economic Research 

Dr. Engberg has comprehensively outlined the various elements of risk 
facing farm lenders and has indicated methods of minimizmg and sharmg 
losses. He gives special attention to the pros and cons of loan insurance 
programs which at times have been proposed, 

* A discussion at the Annual Meeting of the American Farm Economic Associa- 
tion, Green L^e, Wisconsin, September 15, 1948. 
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As a basis for examining an insurance program I would like to look at 
risks as being of two types. First is tbe risk that exists irrespective of area. 
This risk is closely related to chance; the usual chances that a borrower 
will turn out to be a bad manager, a poor moral risk, become sick or die; 
or the chances that there will be errors in judgment in properly appraising 
the variations in individual farm businesses that occur in an area Alt 
though these risk factors are often accentuated in bad times, they tend to 
be uniform throughout the country. 

The second type is the area risk. Varying degrees of risk from area to 
area result from wide differences in geographic characteristics, soil, topog- 
raphy, climate, type of farming, and economic peculiarities as relates to 
prices, markets, and off farm employment. I have in mind the various 
areas of farm-mortgage distress shown on a map being developed in con- 
nection with a study of the National Bureau of Economic Research. For 
the interwar period one of the areas of blackest experience covered practi- 
cally all of the Great Plains. Another region of heavy foreclosures and losses 
was the eastern Cotton Belt centering in Georgia. In the Com Belt, farm- 
mortgage distress was very acute in southern Iowa and northern Missouri. 
Other trouble spots included parts of the Lake States and sections of the 
central Cotton Belt, Mississippi, Arkansas, and Oklahoma. Distress was 
widespread m these areas, even for many of the more efficient operators on 
good farms. 

Areas of relatively good farm loan experience which stand out sharply 
include southern New England, parts of central Corn Belt, western Texas, 
and a strip about 100 miles wide along the Pacific. 

An accurate forecast of future loan losses as a result of this experience 
can not necessarily be made. As Dr. Engberg indicates, a great deal of 
sound judgment is needed to properly appraise the influence of various 
factors. Because of basic geographic characteristics, however, there is little 
doubt that some areas are high risk and others low risk I believe most 
lenders recognize the high risk in sections of the Great Plains where aver- 
age annual rainfall is under 20 inches, or parts of the Corn Belt where soil 
quality is poor and topography is rough, or in portions of the Old South 
where soil fertility has been depleted, dependency is on cotton, and boll 
weevil is prevalent On the other hand, basically lower risks are recognized 
such as in the central Corn Belt where yields are high and dependable, and 
in the northeast with its relatively stable economic conditions. 

In view of these two types of risks — ^those irrespective of area and those 
which are characteristic of an area — what can lenders do to minimize 
losses or their effects.'* Dr. Engberg has mentioned many of them: varying 
the loan ratio, adopting a strict selective program for both man and farm, 
or providing supervision of farm operations. 

For a further analysis of the risk problem it is necessary to look at the 
type of lender: large-scale lenders such as the Federal land banks and in- 
surance companies, and small-scale lenders such as commercial banks and 
individuals. 

The "chance” risks which exist in all areas are quite adequately coped 
with by the large-scale lenders. Such risks are sufficiently spread so that 
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the need for an insurance or pooling program is small. For local lenders, 
on the other hand, who operate in a small area with few loans, insurance or 
pooling may well be desirable to effect the proper spreading of such risks 

With the second type of risk, where wide differences exist between areas, 
a nationwide insurance or pooling program would be a possible means of 
protecting lenders both large and small from the effects of localized losses. 

In this connection one encounters many of the questions raised by Dr. 
Engberg— lender incentive, government support and liability, premium 
rates and area differentials. Such problems could probably be worked out 
in the development of a program Notwithstanding, I agree that we should 
not be too hasty in this direction. 

I wonder if the fundamental problem facing lenders with respect to dif- 
ferent area risks is not one of income, or establishing a rate of interest high 
enough to cover all costs. If a better adjustment could be made between 
costs of doing business in an area and the rate of return, much of the need 
for a loan insurance program — ^for large lenders at least — might be elim- 
inated Time does not permit an analysis of the factors affecting interest 
rates such as cost of money, administration costs, customs, and competition. 
I would like to seriously question, however, whether the long time risk 
cost IS reflected as much as it should be in the interest rate. 

For the various farm mortgage lenders, rates tend to be uniform through- 
out the country. This tendency exists for insurance companies, commercial 
banks, and individual lenders, as well as for federally sponsored lenders. 
Current average interest rates on outstanding farm mortgage debt range 
only from 4.3 percent in the West North Central to 5,0 percent m the 
South Atlantic. In view of the widely differing risks, known to exist, a 
narrow range in mterest rates throughout the United States hardly seems 
justified from the standpoint of each area paying the full cost of credit 
used. 

I realize that lack of a precise measure of risks, practical administrative 
problems, and even political and social considerations are strong forces 
for maintaining a uniform rate. If, however, it is desirable that each broad 
area of high risk stand on its own feet and not be subsidized by low risk 
areas or the lender, I believe many of these problems could be overcome 
as our understanding of agriculture grows and improved lending practices 
develop. 

DISCUSSION* 

Eu Ferguson 

The Equitable Life Assurance Society of the United States 

As usual Dr Engberg has done a fine job. He has very ably outlined the 
various factors of risk in farm mortgage lending and has pointed out some 
which could well bear further study. 

While I am most interested in all phases of research in connection with 
farm loans, my day to day work is in helping to administer a farm mort- 

* A discussion given at the annual meeting of the American Farm Economic 
Association, Green Lake, Wisconsin, September 15, 1948. 
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gage business — deciding whether a certain loan should be made and if so 
for how much. My remarks, therefore, may reflect a little different view- 
point, but not greatly so, because I know Dr. Engberg is very close to the 
actual operation of the Farm Credit Administration. 

When I read the title of our subject for discussion some weeks ago, I 
wondered if Dr. Engberg might not discuss a risk factor which surely is 
regarded as very important to the Federal Land Banks, to their many 
friends interested in seeing the continuation of a sound cooperative farm 
credit system, and especially to the borrowers presently owning stock in 
National Farm Loan Associations. I refer to the risk inherent m making 
long-term loans with funds that have been obtained by borrowing on a 
short term basis — blending money for 25 to 35 years that, according to pres- 
ent obligations, must be repaid or refinanced within five or six years. The 
Banks should be especially concerned since interest rates have been rising 
for several months and refinancing could not be done on anything like the 
low rates now enjoyed. 

It is hardly conceivable to me that any substantial lender would continue 
to expose itself to such a risk for very long. The current heavy rate of pay- 
out, of course, is some protection, as well as the surplus funds of some of 
the Banks; but the only sensible way, in my opinion, to meet the problem 
is to avoid in the future having such large maturities in short term issues 
and to keep the interest rate on new loans in line with the money market. 
I have heard rumors that an increase in rates by the Federal Land Bank 
System is imminent. I think I can say with certainty that it need have no 
fears of its competition not following suit immediately. Insurance com- 
panies cannot contmue a four percent interest rate much longer with 
sharply increasing costs of doing business and the heavy payout, further- 
more, with alternative types of investments yielding a higher net return, 
money just will not continue to be available for farm mortgages. Interest 
rates have been at an artificially low level for several years and the effect 
on borrowers of a half percent increase wiU be negligible. 

On recheckmg the title which Dr. Hill assigned to us, however, I find 
that it is ‘‘Bisk aitd Finance^' rather than “Risks of Finance.’' Possibly 
then my remarks are out of order m this discussion, but we m the Equitable 
Society are much interested in the continuation of a sound, cooperative 
credit system owned and managed by its members. We take this position 
because we think the alternative is direct loans from the United States 
Treasury. No private lending organization could compete successfully with 
such credit because it would very likely not be conducted on a business 
basis. Such lending by the Federal Government is bound to cost the tax- 
payers a lot of money and would be a very significant further step toward 
Socialism. We think that if the Federal Land Bank System continues 
much longer exposing itself to the risk I have described, it will be doing 
so with the full expectation that the Federal Treasury will come to its 
rescue if it is found impossible to refinance its obhgations at interest rates 
which will keep the system solvent. The Land Banks are now owned by 
the farmers. Would it not be better for them to manage their financial 
affairs with the foresight of a great public utility, railroad, or any other 
organization with long term commitments? 
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I believe that Dr. Engberg in his opening statement makes an imneces- 
sary distinction between the risk to lenders and the risk to borrowers. 
We in the Eqmtable Society have always looked on the risks of farm mort- 
gage lending as applying both to the borrower and the lender. In fact, the 
impact is even greater on the borrower because equities are always wiped 
out first. We try to make our loans so as to preserve those equities and I 
believe Dr. Engberg’s organization also does. Our guiding principle is 
that the Equitable Society’s objective in making farm loans is to help 
farmers buy farms of their own and eventually have them free and clear. 
By keeping that objective firmly in mind many policy decisions are made 
less difficult. 

No doubt the greatest risk arises through one of the most common errors — 
lending too much money, especially on low grade farms. Considerable re- 
search has proved what every loan man knows, that most foreclosures and 
nearly all losses occur on the low grade farms. 

The safest thing to do, of course, is just not lend on such farms Many 
lenders try to follow that pohcy and think they are successful in avoiding 
such loans but the fact remains that they are making many hazardous 
loans on medium and low grade properties. Some folks are inclined to 
blame the appraisers for this weakness, citing as a common fault over-ap- 
praising low grade farms. I think appraisers are perhaps partly to blame, 
but the appraiser, in my opinion, should not be expected to do more than 
determine value based on the market. He is paid for his judgment of what 
the property would sell for imder a given set of conditions. We define those 
conditions as including (1) a willing, but not forced seller, (2) a desirous, 
but not anxious purchaser who is experienced in the area and is buying for 
agricultural purposes, (3) climatic and seasonal conditions typical of the 
area, and (4) prescribed normal commodity price and cost of production 
conditions. If buyers meeting those qualifications have consistently under 
those conditions paid a certain price for a certain property or comparable 
properties, then that price, in my opinion, is the value. Without question 
such a price includes perquisites that will not pay any interest. A farm pro- 
vides a place to live, a place to work, a place to exist, if you wish, and on a 
low grade farm those things bulk large in proportion to the total advan- 
tages of owning the farm. But they do not pay interest. It is clear, I think, 
that the debt-paying capacity of a poor farm is proportionately much 
smaller than the capacity of a good farm, and loans of equal percentage of 
the value of all classes of farms result m overlendmg on the poorer farms. 

The only answer I believe is for the farm loan executive to see that the 
appraiser does a good job of appraising all classes of farms on the basis of 
values as determined in the market place. The loan executive can then 
vary the amount loaned depending on the classification of the farm. We do 
not hesitate to approve loans of 60% to 65% of the appraised value of top 
quahty farms, but we cut these percentages down rather fast as the classi- 
fication of the property is lowered. One cannot be inflexible m the matter, 
but as a working rule we try to limit our commitments to about 60% of 
the value of A farms, 55% of the value of B farms, 50% of the value of C 
farms and 40% of D farms. We do not make loans on low D and E farms 
if we know it. The alternative to this method is to devise a set of obscure 



816 


Eli Ferguson 


theories of value and appraisal and procedures which will fix the value at a 
figure, 65% of which is a sound loan. That may have advantages where 
the appraiser is the guardian of the loan committee Personally, I much 
prefer the method we follow. 

Many of you have seen the farm loan approaisal manual which we pub- 
hshed last spring. This 64 page booklet is our instructions to salaried ap- 
praisers of the Equitable Society. We printed and made it available to the 
public in the hope that it will be used as a practical guide to farm apprais- 
ing and as a supplemental text book by teachers of appraisal methods and 
farm finance. We believe that anything we can do to develop a broader 
understanding of appraisal problems and methods will reduce the risk to 
both the borrower and lender. 

Dr. Engberg very properly lists personal habits and ability of the bor- 
rower as a most important risk factor and suggests that further research 
might be helpful in guidmg lenders to recognize the repayment capacity of 
the above average applicant. He points out that the general theory is to 
base the loan on the capacity of the average operator since the high grade 
man may become incapacitated, die, sell or be succeeded by a poor oper- 
ator. 

The Equitable Sodety does not follow this general theory but does 
make heavier loans to the above-average risks than it would to the typical 
borrower and protects itself in one of two ways. The simpler and less ef- 
fective way is to include an agreement in the mortgage to the effect that the 
borrower will reduce the loan to a specified figure in the event the property 
is sold, and that if the loan is not so reduced, we have the option of calling 
the loan. While we have used this method only about three years, it has 
enabled us to obtain the desired reduction on almost all loans where it was 
used. Of course, occasionally the new owner is just as capable as the old, 
in which event we sometimes waive the requirement. 

Our second method of meeting the requirements of the above-average 
risk is to take a bankers’ view of the excess portion of the loan and require 
it to be repaid in extra heavy instalments over the first year or two. In 
making such a requirement we examine carefully the applicant’s financial 
statement and ability to pay. 

There are several advantages to this latter procedure, most important 
being that if there is an undisclosed weakness m the borrower it will show 
up soon, and if the market value is presently high as compared with the 
appraisal we can require some action before the market goes down Also, 
this enables us to administer our own mistakes rather than leave them for 
someone else to take care of several years hence. 

We have made several thousand such loans and so far, with only one or 
two exceptions, all of those special payments have been collected or the 
property improved to a point where they were no longer necessary 

Dr. Engberg has touched on the many problems involved in establishing 
commodity price levels and cost relationships as a basis for appraisal. We 
are working on those problems all the time. At present we are using in our 
appraisals approximately the prices and cost levels in effect shortly before 
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the war, but as soon as prices have adjusted themselves to the post-war 
situation we shall have to develop new price levels and cost relationships 
based on the new conditions. There is a vast amount of work to be done 
when that time comes, especially m developing reliable cost of production 
figures for the various crops, types of farming and areas. 

Several of the special features of loan plans currently available serve to 
reduce the risk to the borrower and the lender. Long term amortized loans 
which are paid in full at maturity and do not have to be renewed, eliminate 
the risk to the borrower of having to refinance on an unfavorable money 
market. 

Special prepayment and reserve privileges also serve to reduce the risk 
to both parties For example, the Equitable Society for many years now 
has included a provision m all of its notes permitting borrowers to pay off 
any amount at any time received from farm income. For several years 
now, one-fourth of the principal on our books at the beginning of the year 
was paid off during the year. This has cost a lot of earnings, but each year 
we have graduated a class of boosters for the Equitable, in considerable 
contrast to those who had their loans with companies which refused to 
accept prepayments from farm income. 

About one-fourth of our borrowers have taken advantage of the So- 
ciety’s Prepayment Reserve Plan by which extra payments are held to 
meet interest and principal payments in lean years. These funds are held 
m reserve without interest, but we stop interest on an equal amount of the 
loan, so, in effect, the borrower earns interest on these reserve funds at the 
loan rate. Thus, we try to make it easy for an Equitable borrower to pro- 
tect himself against the risks of crop failure, temporarily low prices and 
extra expenses through illness or other misfortune The Federal Land 
Banks offer a similar service in their Future Payment Fund. 

Another method of reducing risk to borrowers and lenders is considerate 
handling of delinquencies. Delinquencies are inherent in the farm mortgage 
business, and compared with other types of mortgages the delinquencies 
are always larger. This is partly true because farm mortgage maturities are 
once or twice a year instead of monthly. The amount of delinquency on an 
annual payment loan is twelve times the amount on a monthly payment 
loan. And if there is a crop failure, hailstorm or other misfortune it may be 
another full year before a payment can be made. In the meantime, the loan 
executive must have complete confidence in his judgment that the account 
will be brought in good standing in a reasonable time. This calls for a 
thorough understanding of the type of farming involved. We take the 
position that we have no business making farm loans on types of farming 
which we do not know enough about to administer defaults reasonably. 
Stated simply, we require borrowers to pay, if they are able to pay, even 
though payment may have to be made from some other sources than 
earnings from the farm. When they are unable to pay and there is a reason- 
able chance of them being able to pay later, the next year or the year 
following, we carry on with them, but when the situation becomes hopeless 
we believe further delay of transfer to other hands does no one any good 
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Fbreclosures are unpleasant matters to administer and that is one of the 
principal reasons why we exert every effort to reduce risks to a minimum 
and try to avoid making high loans 

The statistics would indicate that we have been very successful in our 
lending operation of the past 17 years because of aU the new loans made 
since 1931, not a single one has resulted in acquired real estate and we have 
no loans in foreclosure now. We could perhaps feel proud of such a record 
and we could also be criticized for not takmg enough risk Some people say 
that if you don’t foreclose some loans you are not lending enough on the 
others, and I would agree that is true under normal circumstances. But we 
feel that our record is not in the least way remarkable Except for a brief 
hesitation in 1938 and 1939, all of these loans were made on a steadily 
rising price level. One should be able to make loans with his eyes shut and 
suffer no bad effects, if prices the next year are always higher. 

We have analyzed much of our previous foreclosure experience on loans 
made prior to the depression and know about where the breaking point 
was in each locahty where we operated, and keep those facts in mind as 
we approve loans. But as Dr. Engberg has pointed out we may have a 
different set of circumstances. The experience of those days may not be a 
good basis for judging the loans presently being made I feel rather certain 
that we do not need to prepare for situations as bad as they were in 1931, 
1932 and 1933. But the facts are that farm loans of the Equitable Society 
or, for that matter of any other lender, made in the last 17 years have not 
been tested, and the experience previous to that may not be applicable. 
We must, therefore, look largely to other fields for our guides. Our opinion 
is that the most important thing to watch now is the cost and price rela- 
tionships developing and which seem likely to prevail in the various types 
of farming, various commodities and for the various areas. 

Dr. Engberg has spoken at some length regarding the proposals for farm 
mortgage insurance and other pooling arrangements. I am perhaps not so 
conscious of a need for such arrangement because the farm mortgage busi- 
ness is a relatively small part of Equitable’s investment activity, and bad 
experience in the Farm Mortgage Department would hkely be more annoy- 
ing than costly, in relation to the total investment. But in the same way 
that we shy away from one-crop farms because there is no diversity of risk, 
I can see that investors might shy away from strictly farm lending organi- 
zations because of a similar lack of diversity, especially if their loans are 
concentrated in a rather small area. If there is a real hazard there, I hope 
that the Farm Credit Administration works out a suitable solution and 
that it is not done by the underwriting of the risk by the Federal Govern- 
ment, 

As far as the local country banks are concerned, there is little need for 
many of them to take advantage of any federally sponsored appraisal 
organization or farm mortgage insurance similar to the FHA. Other meth- 
ods of meeting the problem if there is one can be developed. For example, 
the Equitable Society has devised a method which relieves local banks of 
the technical appraisal problem and also the risk inherent in tieing up 
large sums of money in rather slow moving farm mortgage paper. I refer 
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to the Approved Mortgage Plan which was originated and introduced by 
the Society a few years ago. By this plan banks originate the apphcation, 
the farm is appraised by the Society’s salaried appraiser, the title examined 
by the Society’s attorney, the bank closes the loan and holds the invest- 
ment for a two-year period, at which time it is assigned to the Society for 
the balance of the term. There are some special procedures followed to 
legalize the loan under the term limitations imposed by the National Bank- 
ing Act and some of the State laws, and yet give the borrower a long term 
loan After the loan is assigned to the Society, the bank continues to collect 
interest and principal payments and remit to the Society as its agent. 
More than a thousand banks over the country have entered into agree- 
ments with the Society on this plan and several imlhon dollars of loans 
have been made Many of the larger insurance companies have copied the 
plan. 

Personally, I see no need whatever for a federally sponsored insurance 
program for farm mortgages The term ^‘insured loans” seems to have some 
magic about it that makes people think that the 85 to 90 percent loans so 
far successfully made on dwellings could be made just as successfully on 
farms if they were only “insured.” There isn’t anything about an insured 
loan that makes the interest easier to pay. In fact, the insurance feature is 
an added cost to the borrower In my opinion, it would do farm borrowers 
no good whatever, and I believe that is Dr. Engberg’s conclusion. As far 
as lenders are concerned, if they do not have the resources and know-how 
to make farm loans, I think they should stay out of the business, unless 
they choose to handle it on the basis of the Approved Mortgage Plan, or 
some similar arrangement that has hard money behind it. If an insurance 
program made credit more freely available to farmers, that perhaps is 
about the worst thing that could happen to them now. Credit is already 
too free, m my opinion. 

We might examine for a minute just who would benefit by such a pro- 
gram and who wants it. I shall not name names, but if you will go back 
into the history on it you will find that it was originally sponsored by a 
group which has made a lot of money making FHA loans and selling them 
to investors. They visualize doing the same thing with farm mortgages. 
The result would be ownership of farm mortgage paper by widely dispersed 
uninformed lenders with little or no conception of the problems of ad- 
ministering defaults* As Dr. Engberg says, FHA insurance offers no pro- 
tection to the borrower but, instead, puts a premium on prompt fore- 
closure. Some might say that the Farm Credit Administration or Farmers 
Home Administration could administer the defaulted loans and keep the 
investors happy by advancing the interest. In my opinion, that would be 
the beginning of the end for both private and truly cooperative farm credit 
m this country and a further decisive step toward social credit. I wish I 
could believe that we have heard the last of insured farm mortgages. 



ROUNDTABLE ON FRUIT AND 
VEGETABLE MARKETING 

Chairman: M. P. Rasmussen, Cornell University 

NATIONAL CONSUMER PREFERENCE 
STUDY FOR POTATOES* 

H. W. Bittino 
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T he national consumer preference study for potatoes sampled 
a universe of £3.7 million private households in cities of £,500 
and over in the United States.^ In addition to giving national urban 
figures the sample was designed to give separate estimates for the 
South, the rest of the country excluding the South (called the 
“North*’ in the report), and three cities — ^Boston, Chicago, and 
Los Angeles. A total number of 3,306 interviews were taken The 
interviewing was conducted during November and December of 
1947. 

It would seem logical to examine briefly certain considerations and 
the various phases of consumer research before reviewing the results 
of this study. 

Coordination needed: Some degree of coordination in our con- 
sumer researches is desirable, so that each study may contribute to 
the others Certain objectives can best be attained through the 
use of personal interviews, others by controlled retail store experi- 
ments, or by consumer panels, or by mail questionnaires, personal 
observation, etc. In most cases a combination of these methods or 
some of them, would be the most efficient way to drive toward the 
desired objectives . No one method is best for all purposes Each can 
make a contribution to particular objectives. 

Value to producers and consumers: Consumer research studies 
should assist in reflecting price differentials to growers for the goods 

* A paper given at the Annual Meeting of the American Farm Economic Associ- 
ation, Green Lake, Wisconsin, September 15, 1948, 

^ The research on which this report is based was made possible by funds provided 
by the Agricultural Research and Marketing Act of 1946 

The Bureau of Agricultural Economics assumed major responsibility with co- 
operation and advice from the Bureau of Human Nutrition and Home Economics, 
Farm C^it Admmistration, Production and Marketing Administration, and rep- 
resentatives from the technical committees representing the Agricultural experi- 
ment stations in four regions. 
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and services consumers want most. Through them, and through 
adequate follow-up work and adjustments, producers would be 
afforded an opportunity to maximize their returns and consumers 
could be provided with the goods and qualities and services they 
want and can pay for 

Consumer research may be roughly divided into three cate- 
gories- I. Studies of buying behavior under existing conditions based 
upon observation and historical data, II. Studies dealing with 
preferences, attitudes, and opinions; III. Studies designed to eval- 
uate preferences under controlled experiments. 

7. Buying behavior under existing conditions 

These studies represent the usual type of consumer study where 
consumer buying behavior is observed under existing conditions 
and sales data are recorded. Such information is useful for purposes 
of forecasting sales. It can be combined with controlled experiment 
studies to provide a base from which to forecast possible sales when 
conditions resembling the controlled conditions prevail generally. 
The observation of buying behavior alone affords no assurance that 
consumers were given a chance to buy the goods and services they 
wanted most. 


77. Preferences^ attitudes and opinions 

There is some information which can be obtained only by going 
directly to the consumer. Personal interview, mail questionnaire 
and consumer panel methods are designed to elicit information 
from consumers. They are particularly adapted to learning; (a) 
Reasons for non-use or limited use of a commodity, (b) the extent 
to which consumers are able to obtain the goods, qualities and serv- 
ices they want most in the form in which they want them, (c) the 
relationship between consumer preferences and the various factors 
which affect these preferences such as income, age, size of family, 
type of work, nationality, etc., and (d) probable preferences for new 
products in relation to competing products or preferences in regard 
to new grades or new packaging of an item. 

It is essential that proper sampling methods be employed in 
obtaining consumer preferences. It is only through proper sampling 
that we can estimate errors and estimate the reliabliity of our 
results. 
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III, Controlled experiments 

Stated preferences made by consumers may have limited in- 
fluence on the market because the consumers may not be able or 
may not be willing to pay the price required. Therefore, controlled 
experiments are needed to evaluate consumers’ stated preferences 
in terms of prices paid and quantities purchased. 

Findings of the National Consumer 
Preference Study for Potatoes 

The national consumer preference study for potatoes typifies 
consumer research described under Category II. One of the ob- 
jectives of this study was to discover the variation in potato con- 
sumption with respect to geographical areas and income levels, as 
well as the factors associated with these variations. 

It was found that consumers in the South had the lowest potato 
consumption. According to the responses given they consumed 2.0 
pounds weekly per person exclusive of infants under 9 months, 
compared with 2.8 pounds for “the North,” and 2.7 pounds for the 
U. S. average. Factors associated with lower potato consumption 
in the South include a higher percentage of homemakers reporting 
the use of rice, sweetpotatoes, grits, and corn meal mush. 

Table 1. Average pee Capita Consumption op Potatoes and Proportion 
OP Homemakers that Eepobted the TJsb op Specified Products as 
Substitutes por Potatoes fob Specified Areas, 

November and December 1947 
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According to Table 1, even though macaroni, spaghetti, and noo- 
dles were more frequently mentioned than other potato substitutes 
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they apparently displace potatoes to a lesser degree than do rice, 
sweetpotatoes, grits, corn meal mush, and other vegetables. 

The major reasons given for using particular foods as substitutes 
for potatoes were (a) they add variety to the meals, (b) they taste 
good and the family likes them, and (c) they are a good source of 
starch. 

For the United States, consumers in the low-mcome group 
reported an estimated weekly average potato consumption, per 
capita, of S.8 pounds compared with an estimated ^ 6 pounds for 
consumers in the middle-income group and S.5 pounds in the high- 
income group. A similar relationship held true in each of the region- 
al and city comparisons. 

Another objective of the potato preference survey was to learn 
whether consumers might not be able to get the potatoes they want 
in the form they want them. The factors which consumers said they 
considered most important were quality, size, and price. Of these, 
homemakers said that quality in potatoes was preferred above 
the others, size was next in importance, and price was third. - 

There was some indication that consumers were unable to get 
the quality of potatoes they desired. Fifty-one percent of the inter- 
viewed household consumers in the South mentioned as objection- 
able defects in potatoes purchased soft spots, rotten on the outside, 
wrinkled, shriveled, or old looking. Only 30 percent of the inter- 
viewed consumers mentioned any one of these defects in the North. 
Well over half of the interviewed homemakers in the Umted States 
said some of the potatoes they bought in the fall of 1947 had in- 
terior faults. A like proportion of homemakers so reported in the 
areas tabulated separately. 

Dark streaks were specified more frequently as a defect than any 
other by the homemakers in the areas tabulated. Southern home- 
makers mentioned hollow centers and internal decay more often 
than did those in the North; the northern homemakers cited “cook- 
ing up black*^ more frequently than did those in the South. 

It would appear that consumers are not able to buy the exact 
sizes they prefer. Questions as to size preferences were answered 
in relation to the consumers* use of potatoes Fifty-eight percent of 
these homemakers intervievred reported that they buy all-purpose 
potatoes only. An additional 30 percent reported they buy an all- 
purpose plus one special-purpose potato. The special-purpose potato 
was predominantly a large potato chosen primarily for baking. 
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Of the 88 percent of the consumers reporting buying all-purpose 
potatoes, 81 percent preferred medium-sized potatoes for general 
use. Only 60 percent reported they purchased a medium-sized 
potato. Eight percent of the consumers who said they buy general- 
purpose potatoes said they preferred mixed sizes, but 26 percent 
reported usually buying mixed sizes Forty-six percent of consumers 
buying mixed sizes said that they did so because packaged potatoes 
come in mixed sizes 

When quality is good and prices are low, ^0 percent of these con- 
sumers reported that they buy more potatoes. However, 90 percent 
reported that price was not a factor in their use of potato substitutes. 

In order to learn the extent to which consumers’ inability to 
obtain the quality and size of potatoes they prefer affects potato 
consumption, it will be necessary to evaluate these preferences in 
terms of prices paid and quantities bought This will require con- 
trolled experiments or the use of pantry inventories at the time of 
personal interviews, after the desired quality and size of potatoes 
have been made available in the retail stores. 

There appears to be no one best way to market potatoes. Accord- 
ing to this study 64 percent of the consumers interviewed said they 
preferred buying their potatoes from open bins, whereas 17 percent 
said they preferred packaged potatoes, 16 percent reported no 
preferences, and S percent were not ascertained. In general, con- 
sumers haven’t a good place to store potatoes. Most of the con- 
sumers said they preferred medium-sized potatoes. With this 
preference in mind it would appear advisable to market all medium- 
sized potatoes, find special outlets for large-sized potatoes, and 
leave the small ones at home except when demand is suflScient to 
cover marketing costs. 

Further research needed: What are the survey findings that point 
to further action and research by the potato industry The need for 
evaluating preferences for potato quality and sizes in terms of 
quantities bought and prices paid has been indicated. The survey 
also revealed that these consumers think they want potato grades 
clearly marked on the bins, bags, and packages apparently to guide 
them in selecting better quality, even though these consumers were 
not fully informed as to the meaning of the grades. The survey 
revealed that people generally have not thought of buying potatoes 
for specific uses other than for baking. This suggests investigating 
the possibility of packaging and marking some potatoes for par- 
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ticular uses. One of the reasons given for using potato substitutes 
was “They add variety to the meals/" This suggests acquainting 
some consumers with a greater variety of ways of preparing and 
serving potatoes Although these consumers were rather generally 
aware that potatoes are a valuable source of starch, they were not 
fully informed as to the other food values of potatoes. This suggests 
acquainting consumers with food values other than starch to be 
found in potatoes. 

Summary 

In general consumers said they wanted medium-sized potatoes 
bright in appearance with smooth skin, clean surface, few and shal- 
low eyes and no spots or blemishes. Quality was the one factor they 
wanted most. Apparently to insure quality they preferred to select 
their potatoes from bulk and also to have grades marked on bins, 
bags and packages. They wanted their potatoes to be free from 
hollow hearts and dark streaks and lumps when cooked. They pre- 
ferred one all-purpose potato which would cook up mealy, evenly 
and soft throughout without falling apart. 



THE NORTH-CENTRAL STATES REGIONAL POTATO 
MARKETING PROJECT CONTROLLED RETAIL 
STORE EXPERBIENT* 

B. A. Kelly 

XJrmeTSfdy of Illinois 

The Quality-Price Relationship of Potatoes at the Retail Level 

T TTE Technical Committee for the North-Central States 
Regional Potato Marketing Project decided to confine activi- 
ties during the 1947-48 season to an appraisal of retailer and con- 
sumer reactions by means of controlled retail offerings of potatoes 
graded to special experimental specifications and uniform size 
standards. With one exception the sizes chosen conform to those 
promulgated in the USD A Consumer Standards for Potatoes effec- 
tive December 8, 1947. The committee felt it would be advanta- 
geous to use a If inch rather than a 1| inch minimum size during 
the experiment. Therefore, the potatoes were graded U. S. No. 1 
and sorted into three sizes; If to inches; to 3 inches; and 
3 to 4 inches. These sizes were called Small, Medium, and Large 
Each car contained potatoes from the same lot which were not 
sorted into the various sizes. These potatoes were called Not-Sized 
and were used as a check on the sized tubers 
The tubers were selected from representative lots of Bliss 
Triumph potatoes produced in the cooperating states. The Nebras- 
ka, North Dakota, and Minnesota committee members arranged 
for the washing, grading, sizing, packing, and shipping. Eleven cars 
were used in the experiment and were displayed in the stores from 
January 5 to March ^0, 1948, 

The Production and Marketing Administration cooperated on 
the project by inspecting the potatoes of each size class in each 
car for quality and condition. Inspections were made at shipping 
point, in the receiver’s warehouse, and m the retail stores to secure 
data on grade, damage, and injury at successive stages during the 
marketing process. Four times the amount normally used for an 
inspection was examined. The potatoes were rated in the retail 
stores by the inspector and the University representative according 

* A paper given at the Annual Meeting of the American Farm Economic Associ- 
ation, Green Lake, Wisconsin, September 15, 1948. 
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to condition and appearance. The general appearance of the dis- 
play was also rated. 

One car was shipped every week and arrived in Chicago in time 
for the potatoes to be placed on sale Monday morning. Arrange- 
ments were made with the stores to display only the potatoes from 
the latest car in order to maintain quality and so that sales would 
reflect the size-price relationship rather than quality-price relation- 
ship. The displays were renovated during the week by the store 
personnel according to their usual merchandising practice. 

The Small, Medium, Large, and Not-Sized potatoes were dis- 
played side by side on racks or tables. Each size occupied the same 
amount of display space and the same quantity of each was offered 
for sale. Bliss triumph were the only red potatoes on display in two 
chains. McClures were offered for sale in addition to Bliss Triumph 
m the other two chains. 

The store personnel kept the data on sales and discounts. The 
PMA personnel assisted the University representative in securing 
data on shrinkage and freezing. 

Specific objectives varied between the chains. In Chains A and B 
prices were adjusted in order to secure an equal volume of sales of 
all sizes. In Chains C and D prices were set to secure volume of sales 
by size in the same ratio as the potatoes were produced. The prices 
for the various sizes were the same during the first week of the 
experiment in each chain. They were then adjusted in order to 
secure a volume of sales in line with the desired objective. Retail 
prices were set each week upon consultation with the chain store 
officials. The basis of pricing was to sell the Not-Sized at cost plus 
usual mark-up and to sell the sized potatoes so that the average 
price per pound would be the same as for the Not-Sized. 

A consumer interview phase was conducted in cooperation with 
the Bureau of Human Nutrition and Home Economics. A represen- 
tative of the Bureau interviewed purchasers of potatoes in the 
stores used in the experiment of one of the chains at various inter- 
vals from February 28 to the close of the size-price experiment on 
March 20. From then until May 1, customers in chain and independ- 
ent stores in several parts of the city and its suburbs were inter- 
viewed. 

A survey of potato merchandising practices in Chicago retail 
stores was conducted in cooperation with the Bureau of Agricul- 
tural Economics. Interviews were secured in 520 stores that handle 
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fruits and vegetables. These stores were selected at random from 
a listing of all such stores in the city. 

Preliminary analysis of the data secured indicate that the Small 
potatoes will outsell or equal the sales of the Not-Sized when the 
price of the Small is 85 percent or less of the Not-Sized. The sales 
of the Medium will exceed those of the Not-Sized until price of the 
Medium exceeds the price of the Not-Sized by 15 percent. Sales of 
the Large were as great in relation to the sales of the Not-Sized 
when prices were 15 percent above as when the price was five per- 
cent below. This indicates that some people want large potatoes and 
will pay a premium to get them. 

The specific objectives of securing an equal volume of sales of all 
sizes was fairly well achieved in Chain A during the last week. 
During the first week when prices for all sizes were the same, 5 5 
cents per pound, the percentages of sales were Small 1£.9, Medium 
39.5, Large £9.9, and Not-Sized 17.7 percent, but during the last 
week when prices were 5.3 cents per pound for the Small, 6.3 cents 
for the Medium, and 5.9 cents for the Large and Not-Sized, the 
sales were Small ££.3, Medium £4,9, Large £5.1, and Not-Sized 
£7.7 percent of total sales. During this week when sales were ap- 
proximately the same the price of the Medium was 0.4 cent per 
pound above the Large and 1 0 cent per pound above the Small. 
The price of the Large was 0.6 cent per pound above the Small 

The objective in Chain C and D, selling the three sizes of potatoes 
in the same ratio that they were produced, was fairly well achieved 
in Chain C during the next to last week. Sales in comparison with 
total sales of the three sizes were 1£.6 percent for the Small, 76 4 
for the Medium, and 11.0 percent for the Large. The shipping ratio 
was Small 17.3 percent. Medium 74.7 percent, and Large 8.0 
percent. Prices during this period were 6.£ cents per pound for the 
Small and Large, and 5.4 cents per pound for the Meduim. During 
the first week, when prices were the same, the proportion of sales 
was £3.£ percent for the Small; 5£.3 for the Medium; and £4.5 for 
the Large. 

During the last week prices were changed to 6.6 cents per pound 
for the Small and Large and 6.£ cents for the Medium The ratio of 
sales changed to £5.1 percent for the Small; 56 8 percent for the 
Medium; and 18.1 percent for the Large. Thus, when the prices per 
pound of the Small and Large were increased 0.4 cent per pound 
from 6.£ cents to 6.6 cents, and the Medium 0,8 cent from 5.4 to 
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6.2 cents, the proportion of Small and Large sold increased, and the 
sales of Medium decreased from 76 4 percent of total sales of the 
three sizes to 56.8 percent. 

Data were secured from one chain on total potato movement m 
nine comparable stores to determine representativeness of the stores 
used in the experiment and the effect of experimental tubers on 
potato sales. Potato sales were greater during the experiment in the 
three stores used than in the nine similar stores. In the experimental 
stores a significantly greater quantity of red potatoes was sold than 
white, but in the similar stores the quantities of the reds and whites 
sold were practically the same. In another chain data were secured 
on total potato sales m the three stores used in the experiment and in 
all other stores in the chain. A comparison of sales showed the three 
stores to be representative of the chain. Total potato sales were not 
increased in the three stores used during the experiment compared 
to all stores However, the sales of red potatoes were maintained at 
a higher level than the whites in the experimental stores. The sale 
volume of red potatoes compared with white in all stores of this 
chain was almost identical during the experiment. 

An analysis for variance shows that the variance between selling 
period, carload, and distributor and size of potatoes did not differ 
significantly from the variance for error. The consumer preference 
remained fairly constant from week to week except as influenced by 
change in prices. Between distributors the variance was slightly 
higher than the variance for error but too low to have any signifi- 
cance. The difference in consumer preference between stores was 
not constant 

Several factors which would affect potato sales were shown on the 
inspection certificates. The shipping point inspections revealed 
considerable variation in defects among the different sizes. The 
damage due to bruising increased slightly with the large tubers. The 
average percentage of bruised potatoes listed as injury also in- 
creased as size mcreased. Occurrence of other defects varied little 
between sizes. 

The receiving point inspections showed a considerable increase 
in injury per car from shipping point to warehouse, and that the 
injury increased as the size .of tuber increased. Air cracks were not 
apparent at loading time, but the warehouse inspections showed air 
crack damage. Retail store inspections indicated that the number 
of defects increased as the size of tubers increased. The principal 
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defects causing the increase 'were shatter bruises, air cracks, and 
light burn. 

The consumer interviews were sorted according to the number in 
the family over one year of age. Except for families having one and 
six members per fanuly, the purchase of Medium potatoes increased 
as size of family increased. Approximately one-half the purchasers 
indicated that they were not concerned with price because they had 
not noticed the price differentials. There was no apparent relation- 
ship between price and size of family. More than 82 percent of the 
purchasers interviewed from March £0 to May 1 said they always 
bought potatoes of the same size. With the exception of the one- 
member-per-family group, which preferred smaller units, five to 
six pounds was the most frequent quantity purchased. 

The executive committee has approved the following plans for the 
1948-49 year: (1) Use three stores of one chain at a time in various 
areas of Chicago; (2) Use potatoes of the same three sizes as in 
1947-48; (3) Use potatoes from one source during one period; (4) 
Omit check lot; (5) Use nondifferential prices during the first week 
for each variety. 



QUALITY FACTORS AFFECTING THE PRICE OF 
PEACHES ON THE BENTON HARBOR MARKET* 

D. E. Hathawat and M. E. Chavens, Jb. 

Michigan State College 

P EACH prices fluctuate widely. The fluctuations which are 
caused by changes in the general price level, size of the crop, 
and volume of marketings can be controlled very little by the 
individual producer. The purpose of the study was to determine the 
amount and causes of price variations which are due to factors 
within the control of the grower. 

The study was made on the Benton Harbor Wholesale Fruit 
Market because of its large volume of business, and because sales 
are made by personal inspection. About 1,300,000 bushels of peaches 
or 28 percent of the Michigan Crop were sold on this market in 
1947. Sales on the market are made on an individual basis with the 
buyers and the individual growers bargaining to reach an agreeable 
price. 

The scope of the study was limited to the Halehaven and Elberta 
varieties which made up about 78 percent of Michigan production 
in 1947. The study was further limited to those peaches marked 
U. S. No. 1, 2 inch and up. This size and grade included most of the 
peaches marketed on the Benton Harbor Market. 

Data for the study were gathered between September 1 and 
September 23, 1947. This period included the peak marketings of 
both varieties of peaches. To gather the data the enumerator 
mingled with the buyers and recorded observations on the various 
loads of peaches as they were sold. The peaches were rated on gener- 
al appearance, firmness, defects, percent of red color, and the shade 
of red and green color. The size of the load, type of package, time 
of sale, the location of the seller on the market, and other factors 
which were thought to influence prices were also recorded. Obser- 
vations were made of those baskets opened by the buyers. 

Results 

The appearance of peaches was found to be the most important 
factor causing price variations within grades at any given time. 

* A paper given at tbe Annual Meeting of tlie American Farm Economic Asso- 
dation, Green Lake, Wisconsin, September 15, 1948. 
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Halehavens with fair appearance brought 24 cents per bushel less 
than those with good appearance, and 37 cents per bushel less than 
those with excellent appearance. In the Elberta variety the differ- 
ences were not as great, but they were significant. 

Several factors were found to be associated with general appear- 
ance. One of the most important of these was the improved ap- 
pearance due to the presence of shredded paper or cellophane on 
the face of the peaches Appearance also improved as the percent of 
red color on the peaches increased. In the Halehaven variety any 
increase of red color over 50 percent seemed to make no improve- 
ment in appearance, while the increase of red color improved the 
appearance of the Elbertas throughout the entire range observed 
Brushing the peaches improved appearance. It was more important 
in the Elberta variety, which normally lacked color The shade of 
red or green had no effect upon general appearance 

Firmness or ripeness had a significant effect upon the price In 
the Halehaven variety soft peaches brought 2d cents per bushel 
less than very hard ones when appearance was fair, and 12 cents per 
bushel less when appearance was good. When appearance was ex- 
cellent the price differences were not significant. During the 1947 
season, 46 percent of the Halehaven peaches marketed were very 
hard 46 percent firm, and 8 percent were soft or very soft. Since 
very hard Halehaven peaches brought the best price, about one- 
half of the peaches studied may have brought better prices had 
they been marketed earlier. Most of these Halehavens had ample 
size and color to have been marketed earlier. 

The effect of firmness was different in the Elberta variety. When 
appearance was excellent, firm peaches brought about 16 cents per 
bushel more than very hard peaches. There were no significant 
price differences due to firmness in fair or good peaches. Elberta 
produces marketed 93 percent of their excellent quality peaches at 
the very hard stage. This indicates that many of these growers might 
have received a better price if they had marketed later. It is also 
possible that some of the Elberta peaches with fair and good ap- 
pearance may have attained excellent appearance had they been 
allowed to mature. 

Defects caused significant price differences. Their greatest effect 
was found in the peaches in the poorest appearance classes. Bruises 
were the most costly defects while knots and other defects that 
detracted from appearance also caused lower prices In general, the 
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buyers were most critical of the peaches with defects that might 
impair shipping quality. 

Percent of red, brushing, and the use of shredded paper on the 
face of the basket, affected prices through their effect on appear- 
ance. Shade of red, shade of green, fullness of package, and type of 
package had no effect upon price. Some of the diflSculties of measur- 
ing the associations between factors related to general appearance 
and price will be discussed later. 

Both varieties of peaches were grouped together to study price 
variations due to imperfections in the market. For this analysis 
such factors as time of sale, type of buyer, and position on the mar- 
ket were observed. It was found that farmers who sold their peaches 
after four p m on days the market price movement was up received 
higher prices Peaches brought better prices in positions near the 
market entrance when the price movement was steady. This was 
due to the different actions of the buyers on different days. Other 
market-factor variations were found to have no significant effect on 
price. 

Methods of Analysis 

The analysis was made with International Business Machines. 
To remove the effect of seasonal price variation, each sale price was 
compared with the daily average price taken from the Federal- 
State Market News Service reports. All tabulations were made using 
these variations from daily average price. 

Sorts were made on all factors that were thought to have an effect 
on price, and the variations from the average prices were tabulated 
for each group. Where the tabulations indicated possible price 
differences due to the sort factors, the results were tested for signifi- 
cance. For this test, an adaptation of the analysis of variance 
known as the F test was used. Significance was determined by com- 
paring the variance between groups with the variance within groups. 
Since there were unequal numbers of cases in each group, it was 
not possible to use the F test on all subsorts. To overcome this 
diflBculty all factors were first sorted on the basis of appearance, 
and subsequent analyses were made separately within each of the 
three appearance classes. 

To prevent the reporting of results that may have been due to 
chance, only differences significant at the five percent level or below 
were used. Most of the reported findings were significant at one 
percent. 
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The Chi-square test was used to measure association between 
appeai*ance and other factors. It was not possible with this test to 
show the percentage of variance in appearance due to variance in 
the observed factors. If factors such as appearance, presence or 
lack of shredded paper, color, and fullness of package could be 
assigned accurate numerical values, correlations would have been 
used to determine these percentage relationships. The problem of 
assigning accurate numerical values to such factors as those men- 
tioned is one that would seem to merit more study. It is a problem 
that is common to all quality-price studies, and especially those in 
fruits and vegetables. 

In this study the tests of significance were most useful. Without 
them several apparently significant quality-price relationships 
would have been reported as being significant except for the fact 
that tests showed they could have been due to chance. The weeding 
out of relationships of questionable significance made it possible for 
the authors to be a great deal more specific in their statements than 
would otherwise have been the case. It also protects the user of the 
results. 



DETERMINING CONSUMER PREFERENCES FOR 
SWEET POTATOES: METHODS AND RESULTS* 

Mabtin Abbahamsen 
North Carolina AgricvUural Experiment Station 

E xamination of marketing problems under investigation 
at land-grant colleges indicates that most research workers 
have given relatively little attention to studies of consumer pref- 
erences for agricultural products. These workers often have over- 
looked the fact that buyers with market baskets are a source of 
information that can be useful in improving the marketing system. 
Buyers also have been ignored by farmers and representatives of 
marketing agencies who tend to rely on their own personal opinions 
and hunches in evaluating the wants of consumers. In fact, consider- 
able wishful thinking and rationalization have characterized the 
views of the produce trade on matters of consumer preferences. 

It is being recognized, however, that the likes and dislikes of the 
homemaker, her opinions and prejudices, and the amount of money 
she has in her pocketbook, all are important items in determining 
the merchandizing methods used and the products bought. In 
buying any product the homemaker is confronted with the need 
for making decisions. These decisions, among other things, are 
affected by degree and kind of packaging, prevailing prices, and 
extent to which other products may be substituted. The question 
arises then as to methods which should be used in obtaining an 
objective measure of consumers* preferences as a first step in de- 
veloping a merchandizing system for specific farm products. 

Meihods 

Attention in this paper is directed primarily to methods used and 
results obtained in a study of consumer preferences for sweet 
potatoes conducted at the North Carolina Agricultural Experiment 
Station.^ Reference also is made to somewhat similar studies con- 
ducted by Professor J. M. Baker of the Louisiana Agricultural 
Experiment Station.® 

* A paper given at the Annual Meeting of the American Farm Economic Aasoda- 
tion, Green Lake, Wisconsm, September 15, ld4S. 

1 Martin Abrahamsen, Tech, Bui. No. 83, Consumer Preferencesfor Sweet Potatoes, 
N. C. Agr, Exp. Sta., Feb. 1947. 

* J. M. Baker, Bui. 409, Consumer Preferenees in Sweet Potatoes, Jan. 1947 and 
Bui, 433, Marketing Louisiana Sweet Potatoes in Pittsburgh, Sept., 1947. Louisiana 
Agr. Exp. Sta. 
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In planning the study consideration was given to devising means 
for objectively measuring consumer choice. Attention was given 
to the development of techniques for controlling the quality of 
the sweet potatoes used in testing preferences. It was recognized, 
however, that matters of interview procedures and sample tech- 
niques also were especially important in the successful prosecution 
of these studies. 

Qualify Control Techniques. In developing techniques to be used 
in conducting the study and as a means for testing the reliability 
of the information obtained, arrangements were made to make 
a trial run in an ‘‘experiment store ” Four sales methods were 
tried. They were: (1) Giving buyers free access to various grades of 
sweet potatoes and permitting them to select those they desired, 
(^) selling graded sweet potatoes in three and five pound mesh 
bags, (3) permitting buyers to indicate the grades they desired and 
then having an attendant select potatoes as they came so as to 
maintain uniformity of size and quality, and (4) selling sweet 
potatoes according to size — ^small, medium, and large. 

With the exception of the last method in which only U. S. No. 1 
sweet potatoes were sold, all other test methods included the sale 
of four different grades of sweet potatoes. They were: (1) U, S. 
Extra No. 1, (2) U. S. No. 1, (3) U. S. No. 2, and (4) Unclassified 
or “warehouse run,” These grades of sweet potatoes were priced at 
11, 9, 7, and 5 cents, respectively. Prices were established in con- 
sultation with produce dealers and were believed to give a quality 
and price relationship that was in accordance with conditions 
prevailing at that time. All sweet potatoes used in this study were 
graded by oflScial inspectors of the State Division of Markets. 

After these methods of sale were tested, the following conclusions 
were reached: 

1. In testing preferences, consumers were not allowed to select 
their own sweet potatoes even though this was the common pro- 
cedure followed in retail stores in the State. To permit such a prac- 
tice would result in progressive deterioration of the quality avail- 
able. Under these conditions, buyers would tend to select the best 
sweet potatoes and it would not be long before the remaining ones 
would be out of grade and the price-quality designation established 
for purposes of study in effect would be meaningless. Furthermore, 
if attendants attempted to force these out-of-grade, poor quality, 
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sweet potatoes on the buyers, many would try to shift to other 
stores or would forego purchasing sweet potatoes altogether. 

Selling sweet potatoes in mesh bags permitted adequate con- 
trol of quality. This procedure, however, represented such a radical 
departure in established retail practices that most consumers were 
hesitant to make purchases. Many buyers expressed the belief that 
they often had been “stung” in buying sweet potatoes and they had 
no inclination to buy a “pig in a poke.” 

3. Selling sweet potatoes on the basis of size proved feasible 
These tests, however, were postponed to a later date in order that 
information as to grade, price, and quality relationships could be 
obtained. 

4. The practice of having buyers indicate grades and then ar- 
ranging for an attendant to select, weigh, and mark the price for 
these potatoes gave indications of assuring the maintenance of 
quality. This method of sale, therefore, was chosen as the best one 
for conducting the study. 

Facilitating Practices After the most satisfactory sales method 
had been determined, the following practices were adopted to imple- 
ment this method’ 

1. After arranging with store managers to conduct this study, 
research workers of the Department of Agricultural Economics 
took full charge of the sweet potato section of the produce counter 
in these stores. Full responsibility was assumed for obtaining sweet 
potatoes of the desired grades, for arranging to have them in the 
store on the date of sale, for setting up counter displays, for keeping 
all bins supplied, and for waiting on customers, including selecting 
potatoes, weighing them, and marking the total charges on the 
bags. 

2. Sweet potatoes were displayed in four consecutive bins on the 
produce counter at six markets and in bushel baskets at two of the 
smaller stores. The order of display was changed each day so as to 
allow for whatever influences location might have on the preferences 
expressed by consumers. Variations in grades, furthermore, were 
brought into focus by order of arrangement. During a given period, 
for instance, U. S. Extra No. I’s were placed next to the Unclassified 
sweet potatoes. The order of the four grades being as follows: (1) 
U. S. Extra No. 1, (2) Unclassified, (3) U. S. No. 1, and (4) U. S. 
No. 
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3. Consumers were interviewed during two days in each of the 
stores selected. The accepted practice was to work in one store on 
Friday and Monday and another store on Saturday and Tuesday. 
This permitted recognition of differences that might prevail be- 
cause of the time of shopping. For example, buying habits of in- 
dividuals who bought on the first of the week might differ from the 
habits of those buying on weekends. All tests were conducted during 
the months of February and March. 

4. Consumers were interviewed only after making a purchase. It 
was not until they were handed their bag of sweet potatoes by the 
attendant that their attention was called to the fact that a repre- 
sentative of the Experiment Station (located in an inconspicuous- 
place) would like to talk with them about their sweet potato buying 
practices. 

5. An effort was made to interview all consumers purchasing 
sweet potatoes. This was possible except for a limited number of 
purchasers on weekends (perhaps not over 20 percent of the total) 
who could not be interviewed because of the concentration of buy- 
ing during certain hours. 

6. For the purpose of testing the frequent assertion that prices 
were of no concern if quality of sweet potatoes were available, 
permission was obtained from the OPA to increase prices of U. S. 
Extra No. 1 from 11 to 15 cents per pound for supplementary tests 
in Raleigh and Asheville. 


Results 

The results of this study were obtained by using the produce 
counter as a laboratory for measuring buying practices under actual 
market conditions. Emphasis here is directed to findings that show 
the relationship of income to the amount and the quality of sweet 
potatoes purchased. 

Consumers were grouped into three classes : those earning less than 
$100 per month, those earning $100 to $199, and those earning $200 
and over. Findings showed that weekly per capita purchases in the 
lowest income class were highest and averaged 1.6 pounds. This 
compares with a low of 1.1 pounds in the highest income class. 
In other words, consumers in the low income class purchased 45 per 
cent more sweet potatoes than did the high income group. These 
findings support the common observation that the sweet potato is 
a “poor man*s food.” 
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With respect to quality, ^8 percent of the sweet potatoes pur- 
chased by the lowest income families were U, S Extra No. 1 and 37 
percent were U.S. No. 2 , This compares with the highest income 
group in which 65 percent of all purchases were U. S. Extra No. 1 
and 8 percent were U. S. No. 2. (In general similar results with re- 
spect to grade preferences were obtained by Baker.) 

Findings of this study indicate that in the years ahead sweet 
potato producers would benefit by giving greater attention to: (1) 
producing the types and varieties desired, (2) following better grad- 
ing practices, (3) encouraging the development of a system that 
establishes prices in accordance with the quality produced, and 
(4) finding ways of increasing the over-all efficiency of the marketing 
system. 

This study also has important implications for the wholesale 
handler and retail merchant. Once the buying practices and con- 
sumption habits of consumers are known, market agencies have the 
responsibility of taking steps to provide the grades, varieties, and 
qualities that are in accordance with the preferences of the trade. 
They also can contribute to the development of better sweet potato 
marketing methods by establishing a pricing system that adequately 
reflects variations in the quality purchased and sold. 



EOXJNDTABLE ON OUTLOOK INFORMATION 

Cbairman George Montgomery, Kansas State College 

USE OP OUTLOOK IN AN EXTENSION PROGRAM* 

L. C. Cunningham 
Cornell University 

W ITH such a topic assignment, one might either discuss what 
should be the use of outlook in an extension program or 
give an experience even at the risk of bragging. I shall exercise 
reasonable restraint and present our experience in New York State. 
I know that other states have made effective use of outlook in their 
programs but perhaps more justice is done if they tell their own 
story. Even though limited to one state, actual experience should be 
more worthwile than theory or speculation, and perhaps it will serve 
as a more suitable basis for the group discussion which is to follow 
This discussion will include the use of outlook in both the Agri- 
cultural Economics Department and College Extension Programs. 

In the Agricultural Economics Department program, outlook 
occupies an important place. Our activities for the past year may be 
used as an illustration Following the National Outlook Conference 
in Washington, staff meipbers in the department who are respon- 
sible for the outlook work assemble the pertinent statistics relative 
to the general price outlook, to costs in farming, and to each of the 
important commodities in the State These data were the basis for 
a thorough discusssion by this group of the general outlook and of 
each important commodity. The tables and graphs were assembled 
in a report called the ‘‘Economic Handbook, 1947-48.” After our 
own Department staff discussion, members of other departments in 
the College were invited to review the statistical background for 
the outlook for the different commodities. And following these 
sessions narrative reports were prepared which became the manu- 
script for the “1948 Outlook Bulletin.” This was printed in an 
edition of 100,000 copies for general distribution among farmers and 
others in the state. 

Equipped with this Economic Handbook, slides and wall charts 
and advance copies of the outlook bulletin for use as teaching 

* A paper given at the Annual Meeting of the American Farm Economic Associ- 
ation, Green Lake, Wisconsin, September 15, 1948. 


640 



Use of Outlook in an Extension Program 


641 


materials, we held a state-wide economic conference for county 
agricultural agents in early December. This conference set the stage 
for activities at the county level, including a limited number of 
county and community meetings as such, the use of some outlook as 
introduction to other meetings and the distribution of the bulletin 
with a covering letter by the county agent. This launching of the 
outlook work is followed up from time to time during the year 
with general and individual commodity outlook statements. 

In the College Extension Program, the work is carried on along 
commodity or type-or-farming lines. Specialists from departments 
directly concerned serve on committees for dairy, poultry, fruit, and 
the like. To illustrate further, the college dairy committee makes 
a dairy program at the state level to serve as a guide to the county 
dairy committees in making their programs at the county level. 
The dairy program for last year contained a section on the general 
economic situation and outlook as well as sections on the major 
dairy farm problems and the suggested educational activities and 
services available. The place of outlook in these commodity pro- 
grams is not so much merely to include a brief statement on outlook 
as to keep the programs in tune with economic conditions. Por 
example, in 1947, the outlook indicated a continuing shortage of 
milk in the fall season. Consequently, major emphasis was placed 
on this problem Again, the Dairy Barn Management Program 
which is in its second year was initiated partially in view of the 
economic outlook for farm labor. 

In summary, the use of outlook occupies an important place in 
the extension program in Agricultural Economics. Its primary 
objective is to give to farmers the facts on which they may make 
their individual decisions. The use of outlook in the College com- 
modity programs is becoming of increasing importance. The princi- 
pal objective here is to give major emphasis in the extension pro- 
gram to those problems that are highlighted by changing economic 
conditions 
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L. P. Miller 
The Pennsylvania Stcde College 

O utlook work tas been linked closely with farm manage- 
ment from its very inception. This was made clear by the 
Secretary of Agriculture’s report for 1923 covering the inauguration 
of this work in the Department, which stated that, “Producers 
need information to guide them in making proper adjustments 
between the acreage planted to various crops. Prom that time 
forward outlook reports and farm management specialists have 
consistently emphasized the importance of providmg farmers with 
information which would form a basis for adjusting production to 
future market conditions. 

In view of this quarter century of outlook work it may be sur- 
prising to find in the literature considerable variation in the inter- 
pretation of just how outlook does fit into the farmer’s problem of 
adjusting his business to changing economic conditions. Over the 
years farm management specialists have come to stress different 
uses of the outlook, depending largely on the basic character of the 
agriculture with which they are most familiar. It is not difficult to 
imagine, for example, the variations in emphasis that would be 
made by a farm management specialist working with general farm- 
ers in low^a as contrasted with specialized dairy farmers in Ver- 
mont. 

Because such sectional variations in emphasis may tend to nar- 
row individual concepts of outlook work, it appears desirable to 
outline the major contributions that outlook can make to the suc- 
cessful operation of the farm business. The following categories are 
neither all inclusive nor mutually exclusive, but they do provide a 
needed framework for a broad perspective on the relation of outlook 
to farm management. 

(1) Outlook information may be helpful in dealing with the 
short-run problems of timing both the sale of outputs and the 
purchase of supplies. This is often termed “Market outlook,” since 
it is assumed that the physical and economic problems of production 
are largely past and the problem is now one of timing sales. With 

^ * A paper given at the Annual Meeting of the American Farm Economic Associ- 
ation, Green Lake, Wisconsin, September 15, 1948 

1 Annual report of the Department of Agnculture, June 1923, p 23. 
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certain types of farming this may be a highly important kind of 
outlook work Provided it is reasonably accurate, such information 
will most certainly prove popular since the financial benefits may 
be great in relation to the extra effort involved and since many 
producers doubtless feel less competent to deal with marketing than 
with production. 

(^) Outlook information may be helpful in short-run and inter- 
mediate problems dealing primarily with the alternative use of 
existing resources. The need for these adjustments develops pri- 
marily because of comparatively short-run shifts in relative prices* 
The possible questions farm operators may legitimately ask in this 
field because of the changing outlook are almost infinite. Should I 
plant more soybeans this spring? How much finish should I put on 
my steers? How many sows should I breed this fall? These are but 
a few examples. 

In connection with these first two uses of outlook information the 
following questions might be raised for discussion purposes. First, 
is there any danger of overemphasizing this type of work to the 
possible detriment of such fundamental farm management factors 
as the scale of operations, the basic organization of the business 
and the over-all efficiency of production? Second, has adequate 
recognition been given the possible ramifications and effect on the 
individuars total farm income of suggested adjustments in line 
with the general outlook? What appears to be a highly desirable 
adjustment in view of prospective prices may not look so promising 
after we have appraised its possible effect on total farm operations 
and on labor income. The eflprts to get farmers to develop produc- 
tion plans which call for Marketing their product when prices are 
usually seasonally high is a case in point. As Professor Black points 
out “But it is always possible to produce for these high-priced 
markets at an increase in cost which is more than the increase in 
price. Probably only the more successful farmers who feed the bet- 
ter rations, who have the better-bred livestock, and who house and 
care for them better than the average farmer, can obtain *out-of 
season* production at low enough costs.”^ 

(3) Outlook information may be helpful in cyclical and longer-run 
problems dealing primarily with desirable adjustments in the baac 
organization of the business and with the scale of operations. These 
adjustment problems stem from cyclical changes in the general 

* Black, Clawson, Sayre, and Wilcox, Farm Management^ 1947, p. 462, 



644 


L. F. Miller 


price level or from long-run secular changes in the demand and sup- 
ply pictures for specific products rather than from short-run shifts 
m relative prices.® Although the educational problem of getting 
outlook information used is not considered m these comments, it 
should be clear that giving more emphasis to the longer-run outlook 
does not in any way reduce the necessity for localizing suggestions 
to fit typical farming situations within a given area. 

For many producers where the short-run alternatives are dis- 
tinctly limited, information dealing with desirable adjustments in 
line with the longer-run outlook for specific products and for prices 
in general would be highly useful in long-range farm planning ^ 
Even in those areas where the emphasis tends to be on marketing 
and short-run production outlook because of the many available 
alternatives, the point might be raised regarding the need for rela- 
tively more effort on longer-run outlook. In this connection, the 
results of a survey conducted by Professor Mosher in 1936 on the 
use of agricultural forecasts by members of the Illinois Farm 
Bureau Farm Management Service are worth repeating — “While 
the majority of the best farmers, when answering the questionnaire, 
stated that they do make profitable use of agricultural forecasts, 
many of them emphasized the much greater dependence on a well- 
developed plan of crop and livestock production carried out con- 
sistently without much change from year to year.”® 

(4) Finally, outlook work may be helpful in developing a sound 
financial program for the farm family. In spite of the close relation- 
ship between a farmer’s production and financial program, it is not 
safe to take the latter for granted simply because production ad- 
justments have been made in line with'^the outlook. The character 
and amount of the farmer’s various assets and liabilities may be 
the major factors in determining his ability to withstand economic 
reverses or to take advantage of a rising price level. Furthermore, 
the expenditures for the farm home have a direct bearing on the 
operation and financial position of the business. To be useful in this 

* The need for such penodic long-tune appraisals and their relation to the annual 
^praisal of desirable production adjustments was pointed out by the Report on 
Production Ad^uslrrieni Roeeo/tchi Farm hlanagement Research Conference, Wash- 
ington, D. C., November, 1946 

^ For a good discussion of the type of adjustments that may be made in response 
to Ranges in the general price level see Sherman Johnson and Associates, Mana^ng 
a pp, 338-46 and Hart, Bond, and Cunningham, Farm Management and 
Marheting^ pp 384^8 

® M. L. Mosher, this Journal, February, 1937, p. 249, 
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connection outlook information should be geared to helping with 
such problems as the proper timing of capital investments and 
purchase of durable goods for the farm and home, and to appraising 
the family’s financial balance sheet. 

In the above outline, certain general questions have been raised 
regarding the use of outlook in farm management. No more could 
be done in the space available* In summary, these questions are* 
(1) has sufficient effort been devoted to the longer-run outlook and 
its effect on the total farm operation as contrasted with the shorter- 
run outlook and its emphasis on the alternative use of existing 
resources, (2) in both the short- and longer-run outlook, has ade- 
quate recognition been given to the fact that prospective prices are 
only one of the many factors that must be considered in arriving 
at a sound conclusion regarding the best production program for a 
particular farm, (3) and finally, have we given adequate attention 
to the need for longer-run outlook information that w-ould be help- 
ful in developing a sound financial program for the family. In other 
words, I believe we may still question the progress we have actually 
made on the next major phase suggested by H. R. Tolley in 1931 
when he stated, “The next major step in the development of outlook 
work should, in my opinion, be to mobilize resources in a similar 
manner for work on other phases of the program mth major em- 
phasis on determining farming plans and programs that will yield the 
highest returns in the years ahead in the different agricultural regions 
of the country and developing ways and means of getting the results 
to farmers.”® Perhaps it has been a question of the alternative use 
of our professional resources, for if we seriously applied ourselves to 
the problem of determining desirable short- and long-run production 
adjustments by size and type of farm, we would be forced either to 
forego considerable research work now^ under way or to increase the 
number of workers in farm management While those of us in the 
field probably would suggest an increase in numbers, a less biased 
source might point out opportunities for more work along the lines 
suggested above through a critical appraisal of the research now 
under way. 

®II, R. Tolley, ‘history and Objectives of Outlook Work,” this Joubnal, 
October, 1931, p 534 Itahcs not in the original. 
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Dean McNeaIj 
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T oday, industry makes more practical use of outlook in- 
formation and economic forecasts than any other group. How- 
ever, prior to recent years, many businessmen looked upon econom- 
ic forecasts in much the same way that they regarded fortune- 
telling. Even today some businessmen feel that there is considerable 
hocus-pocus associated with forecasts, and that they must have 
their origin in a crystal ball. 

This attitude is rapidly becoming the attitude of the minority. 
Most businessmen now realize that they have to make forecasts 
every day. When any businessman makes a decision on future 
policy, whether it concerns plant expansion, credit expansion, in- 
ventory controls, or any other aspect of his business, he makes a 
forecast. He first examines all the facts present in the current situa- 
tion, eliminates all those which are not important to the decision, 
studies those which are important, and finally bases his decision on 
the results of these studies. This is exactly the procedure followed 
in making an economic forecast. 

Those businessmen who now realize that they must make fore- 
casts want these forecasts to be based on the best facts obtainable. 
Hence the demand from industry for outlook information. 

Industry uses outlook information and forecasts as a basis for 
planning actions which, it is hoped, will result in greater profits. A 
forecast is of no value to business unless it becomes the basis for 
some action. 

One other general point should be emphasized. In practically 
every case where a forecast is used, it is used to eliminate or mini- 
mize risks already inherent in a business. Seldom is a forecast used 
for the purpose of assuming an unnecessary risk. 

Industry relies on outside sources for most of the economic 
information and forecasts which it uses. There are four principal 
outside sources: 

* A paper presented at the annual meeting of the Amencan Farm Economic 
Association at Green Lake, Wisconsin, September 15, 1948. 
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1. The Federal Government supplies mucli of this information. Those 
industries who supply farmers’ needs or process farm products get 
much of their information from the Department of Agriculture and 
particularly the Bureau of Agricultural Economics. 

The men in the Bureau of Agricultural Economics should be com- 
plimented on the excellent job they have done in recent years in pre- 
paring outlook information In adition to supplying the public with 
economic facts, they also express their ideas as to what these facts may 
mean in terms of the future. This is a most valuable public service. 

Industry also gets much economic information from other Depart- 
ments of the Federal Government. Some of the more important are* 
The Bureau of Labor Statistics, the Department of Commerce, the 
Federal Reserve System, and the President’s Council of Economic 
Advisers. 

2. Another important source of economic information is Colleges and 
Universities. Information released by these Colleges and Universities 
can be classified into two types: 

(a) Listing and discussion of facts important in the current economic 
situation. These are often accompanied by general forecasts. 

(b) Analyses of the factors influencing the price and supply and de- 
mand for various commodities, 

3 Industry gets much economic information from private research or- 
ganizations. Some of these organizations are privately endowed, and 
the information is put out as a public service. Others are regular 
business concerns and sell their services to industry for a fee. In many 
cases, these private research organizations rely on the Government 
for their basic facts. 

4. Probably the least important of the four principal sources is other 
non-competitive business organizations. Many banks, msurance com- 
panies, and other private business concerns put out regular reports 
covering basic economic facts. These are usually qmte general in na- 
ture and therefore are of limited value. In some cases results of origi- 
nal research are released. These are of considerable value. 

Many business concerns no longer rely entirely on outside sources 
for economic information. They now have their own departments 
doing economic research. These departments vary in size from one 
or two people to as many as a hundred or more in the larger com- 
[lanies. 

Economic research carried on by these business concerns is 
usually divided into two general t3rpes: 

1. Original research either m establishing facts, or studying already es- 
tablished facts, which cause changes in the supply or demand for a 
commodity or in the price of that commodity. 

2. Coordination of outlook information and forecasts from all sources 
into workable plans of action. 
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This type of research, is importajit. Any outlook information or 
forecast must be tailored to fit a specific problem within a business. 
Such action plans must be in a form that can be changed quickly with 
any change in the basic situation. This means that maximum use can 
be made of forecasts which are based on studied facts. Only a mim- 
mum use can be made of general forecasts or those which are based 
on general or questionable facts. 

Time will permit only a brief listing of some of the tools and 
methods used by private business in studying facts and arriving at 
forecasts. 

Usually the first step in arriving at a forecast is to list all facts 
present in the situation which may be important to the final de- 
cision. The facts should be established before the forecast is made 
rather than trying to find facts that will justify a forecast which 
has already been made. 

Past behavior of the data is studied to see if there has been a 
general seasonal pattern. In a few cases, such as eggs or milk, this 
general seasonal pattern may be the most important tool used in 
arriving at the final forecast In other commodities seasonal pat- 
terns are of relatively little importance. 

Conditioned seasonal studies — ^analogy studies — can be used 
more often than general seasonal patterns. Any period of time with- 
in a year may be considered in studying a conditioned seasonal. 
Factors are studied to determine which ones have been dominant 
over other factors when in similar combinations in past years. 

The conditioning factor usually is an economic condition — ^for 
example a short corn crop, a rust scare in wheat, big exports of 
wheat, etc. However, it may be a techmcal factor such as wheat 
selling at an unusually wide premium over deferred deliveries. In 
this case the technical factor usually measures the net influence of 
many economic factors. 

Correlation studies are used as one step m arriving at forecasts. 
Such studies will show the usual relationship between two or more 
series of data. Usually when the current price is very high or very 
low relative to its average relationship vnth supply and demand 
factors, it will adjust to a more normal relationship in a relatively 
short period of time. 

How does industry make use of this outlook information and 
these forecasts.^^ 

Probably the greatest use of this information is in determining 
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when and where to buy raw materials and other supplies. Every 
industry wants to be assured of a steady supply of ingredients for 
processing. They also wish to avoid buying ingredients close to the 
high point in a market While it is not expected that ingredients will 
be purchased at the exact low point in a market, pressure of com- 
petition demands that costs be kept on a relatively low basis. 

With those commodities which can be hedged in a futures mar- 
ket, the actual price is not the important consideration. Here, the 
goal is to buy when the cash article is priced low relative to the 
future in which it will be hedged. This assures that inventories can 
be carried without any loss due to a reduction in cash premiums. 
With so-called non-hedgeables — those commodities which have no 
futures market — ^the goal is to purchase when the actual price of the 
commodity is close to its low point. 

Economic information is used to determine where hedges can be 
placed to best advantage. Under certain conditions December wheat 
at Chicago may be expected to gain on May wheat. Under these 
conditions any hedge against cash inventories should be placed in 
the May future. Similarly under certain conditions, Chicago 
futures tend to gain on Kansas City futures. Here, hedges against 
cash inventories should be placed in the Kansas City market. 
Analogy studies show that hedges can be kept on a more favorable 
basis by careful selection of the market and future in which the 
hedge will be placed. 

Many commodities have no futures markets. In some such cases 
studies will show that the price of a related commodity which has a 
futures market moves closely enough with the commodity in ques- 
tion so that it can be used as a hedge. 

Outlook information and forecasts are used to determine where 
and when sales and advertising efforts can be expended to realize 
the greatest net return. For example, if the economic outlook for 
hogs is much more favorable than the economic outlook for poultry 
experience shows that more net dollars of profit can be realized by 
expending a greater than normal proportion of the sales dollar and 
sales effort in selling hog feeds than in selling poultry feeds. 

Economic studies also show what areas of the country offer the 
greatest sales opportunities For example, in recent years the East 
and West Coasts have been gaining relative to the Middle West in 
poultry numbers. This indicates greater sales opportunities for 
poultry feeds in those two areas than in the Middle West. 
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Many companies are using outlook information as a service to 
customers. This information can be used by salesmen in helping 
customers plan their operations. Last spring when the hog-corn ratio 
was unfavorable, our salesmen used a simple chart showing that in 
all past periods when such a ratio occurred there had been a quick 
adjustment to a more favorable ratio. Through this simple chart 
they were able to encourage some customers to go into the hog 
business at that time and thus be ready to cash in on the very 
favorable feeding ratios which exist today. The result is good will 
and a satisfied customer. The one difiSculty in this use of information 
is to be sure that a situation is not exaggerated in order to gain a 
sales advantage. 

A less frequent but most important use of this information is in 
determining where and when expansion of plant facilities may be 
desirable. The longer-time factors effecting the economy of a region 
should be one of the determining factors in the location of physical 
facilities. 

In conclusion, I think we can say without qualification that in- 
dustry wants more outlook information and more economic fore- 
casts rather than less. I also believe that business would like to have 
those who prepare this information keep the following points in 
mind: 

1. Always state the facts on which conclusions are based. If possible, 
give your weighting of the relative importance of these facts. The person 
using the forecast can then make his own analysis. It also permits him to 
recognize any change in the situation on whi(i your forecast was based. 

2 Make any statements concerning estimated future changes as specific 
as your analysis of the facts will warrant. A general or hedged forecast is 
difficult to use. 

3. State clearly whether any conclusion is of a long-time nature or of a 
short-time nature. Many people who disseminate information and fore- 
casts overlook this point. As a result, some readers assume that a forecast 
means immediately, while others assume that it means sometime in the 
more distant future. 

If a forecast is worth releasing, it is worth putting into a form which 
people can understand and use. 
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WHAT JOHN SMITH NEEDS TO KNOW ABOUT THE 
BENEFITS AND COSTS OF SOIL 
CONSERVATION* 

H. B. Jamss 
North Carolina State College 

I ASSUME that it is my task to formulate questions which John 
Smith IS likely to ask, and furthermore, questions which he 
needs to ask about the benefits and costs of soil conservation. I 
further assume that I am not supposed to answer the questions but 
merely to raise them. I have tried to keep my discussion within these 
limits. 

One of the first things John Smith needs to know is the meaning 
of soil conservation. No doubt he has a general idea as to what it 
means, but are his ideas exact enough to afford a satisfactory work- 
ing definition? For example, does John Smith think of soil conser- 
vation as simply a matter of preventing visible erosion, i.e., keeping 
the gullies from getting so deep and wide that they cannot be 
crossed with a mule, or does he consider and distinguish between 
fertility depletion and soil deterioration as does Schickele, Bunce, 
and other writers on the subject? Is he clear on the meaning of 
exploitation, conservation, and improvement? Does he realize that 
each of these can be either economic or uneconomic from the social 
and/or the individual standpoint.^ 

What, When, and How Are the Benefits Derived? 

A second concept which John Smith will want clarified when 
approached about conserving his soil is . ‘TVhat will I get out of it?” 
Not only will he want to know what the benefits are, but when they 
will be realized. Will he get the benefits immediately, i.e., within a 
few years; or will all of the benefits accrue to the next generation? 
Perhaps equally important is, how are the benefits derived? Must 
he completely reorganize his farm, change type of farming, and wait 

* A paper given at the Annual Meeting of the American Farm Economic Associ- 
ation, Green Lake, Wisconsin, September 15, 1948, 

^ Arthur C. Bunce, Economies of Soil Conservation, Ames, Iowa, 1945. 
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several years for the new plan to become established before he can 
receive any benefits; or will it involve practices from which some 
response may be expected the first year as, for example, better 
fertilization and contour tillage? An example of the other extreme 
would be reforestation where the benefits would accrue slowly over, 
say thirty to fifty years. 

In order to know what the benefits are, John Smith must have a 
method of measuring the results of soil conservation practices, 
although he might be willing to buy one “pig in a bag,” it is not 
likely that he would be willing to buy all of his hogs this way. 
Just to be co-operative he may be willing to try a few conservation 
practices without knowing what the results will be, but he will not 
continue to adopt such practices unless he has some way of evalua- 
ting their effect on his farm business. Nor is it enough to be able to 
evaluate a few soil conservation practices. John Smith must be 
made familiar with alternative opportunities for maximizing the 
returns from his business. 

Although John Smith’s actions will be guided mainly by the 
benefits which accrue to him and not by those accruing to society as 
a whole (these may overlap considerably), he should know what the 
social benefits are. As a citizen he should know about the conserva- 
tion of resources so as to maximize the benefits to society through 
time. Also, he should understand the ill effects of dust storms, 
floods, siltation of reservoirs, and the destruction of scenic and 
recreational values by the exploitation of the soil. 

Whcd Are the Costs and Who Pays the Bill? 

The second question John Smith is likely to ask is: What are the 
costs of conservation and who pays the bill? Or perhaps, he may 
simply ask ‘^hat will it cost me?” Anyway, John Smith needs to 
know what the cost of adopting soil conservation practices are 
likely to be. Not only does he need to know the cost of conservation, 
but he needs information which will enable him to select those 
practices which are most economical for his particular farm. 

In addition to the cost of conservation, the farmer needs to know 
the cost (or loss) without the use of conservation practices. This 
also applies to social costs (or losses), some of which are identical 
with those of the farmer and others which do not concern him 
directly. 

The nature of the cost items and who pays the cost are important 
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to the farmer. Are costs made up primarily of capital expenditures, 
or would most of the items be classified as variable costs? Who is to 
pay the costs, and when are they to be paid? Are the costs to be 
divided between the farmer and the government? If so, how will 
costs be divided as to total amount and between capital and variable 
items? The answers to these questions will no doubt exert consider- 
able infiuence upon the effectiveness with which any soil conser- 
vation program can be operated 

If conservation is not economic to John Smith, then someone 
else must help pay the bill if the job is to be done. Even where it is 
economic to the individual, some assistance may be needed because 
of ignorance, resistance to change and the lack of capital. The 
stabihty, or length of time assistance is to be provided, is important. 
If conservation is economic to the individual, it may be adequate 
simply to help the farmer make the changes in his farming system 
which are necessary to soil conservation, assuming that the farmer 
will not need assistance once the inertia of change has been over- 
come. On the other hand, if conservation is uneconomic to the 
individual, it will be necessary to continue to provide assistance 
At any rate, the farmer will need to know the type and permanency 
of assistance available. 

What Is the Relation of Benefits to Costs? 

The magnitude of benefits and costs are important to John 
Smith because of his limited resources and the risk involved, but 
the relationship of one to the other is of primary concern. John 
Smith needs to know when soil conservation is economic to him and 
when to society. To determine this, not only should he know the 
effects of practices on net income, but he should know the effect on 
net returns which include changes in capital. He should know 
price-cost relationships and physical responses for soil conservation 
practices so as to know when exploitation, conservation, and im- 
provement are economic or uneconomic. Obviously, if conservation 
is economic to him, then exploitation and/or improvement must be 
uneconomic ^ Many farmers are aware of the advantages of deplet- 
ing their soils through one period of time and improving them 

* Arthur C Bunce, op. cit., p. 10. ‘^Conservation (capital maintenance) is essen- 
tially an equilibrium concept and is economic for the individual when further invest- 
ment or dismvestment is uneconomic. At this point marginal returns from invest- 
ment equal marginal costs, and marginal returns from disinvestment equal the value 
of the resource used up.” 
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through another, but they need more information about physical 
inputs and outputs and price-cost relationships in order to deter- 
mine the economy of such practices.® 

Farmers need to be able to distinguish between fertility depletion 
which can be replaced without any permanent damage to the pro- 
ductive capacity of the soil and soil deterioration which does per- 
manently impair the productive capacity of the soil and thus reduce 
its capital value. 

What i$ Being Done to Promote Stability of Price-Cost Relationships? 

Some forecast or assumption of price-cost relationships are essen- 
tial to John Smith’s determination of soil conservation practices to 
be followed. John Smith wants to know whether a production and 
price program has been developed to stabilize income or at least to 
mitigate the eflfects of highly variable prices. If price-cost relation- 
ships are subject to wide variations, the risk involved in agricul- 
tural production is mcreased; and John Smith may be even less 
willing to practice soil conservation without outside assistance. 

Summary 

What John Smith needs to know about the benefits and costs of 
soil conservation can be summarized as follows. 

First, he needs to know the meaning of soil conservation from the 
individual as well as the social standpoint. 

Second, he needs to know what, when, and how the benefits are 
derived, and to whom they accrue. What changes will have to be 
made in his farming system, and how can he measure the results of 
soil conservation practices? 

Third, he not only needs to know the cost of soil conservation, 
but he needs to know the kind, amount, and permanency of the 
assistance available. 

Fourth, he wants to know the relation of benefits to costs for the 
individual and for society. When is conservation economic to the 
individual and when to society? 

Fifth, John Smith needs to know what is being done to promote 
stability of price-cost relationships. Is there a sound program in 
effect which will mitigate the wide fluctuations in farm income? 

* A larger total monetary income and greater net returns may be obtained over a 
period of years if crop production for market is emphasized dunng a period of high 
prices and crop production for soil conservation during a period of low prices, pro- 
vided the soil is not allowed to deteriorate. 
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F armers m the final analysis are the ones who will put con- 
servation on the land. It is important that farmers have ade- 
quate knowledge of conservation and how it affects their farms and 
their incomes. Most farmers are in the business to make a living 
and are interested in the costs and benefits of conservation. 

Research studies in the economics of soil conservation conducted 
under a cooperative research project between the Agricultural 
Economics Department, University of Illinois Agricultural Experi- 
ment Station, and Research Division, Soil Conservation Service, 
U. S. Department of Agriculture, were set up with the idea of 
providing practical answers to help guide farmers and those working 
with farmers. 

Two general approaches have been used. (1) studies of the effects 
of specific conservation practices, and (2) studies of the over-all 
effects of conservation farming on the farm business as a whole. 

Studies of Specific Conservation Practices 

To measure the effects of contouring, contour strip cropping, and 
terracing, yield comparisons were made of crops grown on the 
contour, in contour strips, or on terraced fields on the contour, 
with the same crops grown on the same farms up and down hill or 
in the usual field pattern (Table 1). This comparison of crops 


Table 1. Yield Increases tor Crops Grown on the Contotib Compared to 
Farminq Up and Down the Slope on the Same Ilunoib Farms, 
Seven-Year Average, 1980-1945 


Crop 

Increases from contouring 

Bushels per 
acre 

, Percent 

Corn 

6.9 

12 

Soybeans 

2,7 

13 

Oats 

6.9 

16 

Wheat 

3 4 

17 


* A paper given at tte Annual Meeting of tlie American Farm Economic Asso- 
ciation, Green Lake, Wisconsin, September 15, 1948. 
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grown on the contour and not on the contour on the same farms 
eliminated, for the most part, differences in management and in 
practices. 

No significant difference was found in total farm operating ex- 
pense for labor, power, and machinery on farms operating on the 
contour and not on the contour (Table 2). Farms on which all or a 
major portion of the farming operations were on the contour were 
matched with farms of similar physical resources and following a 
similar pattern of farming but on which few if any field operations 
were on the contour. 

Tabib 2. Man Labob Costs and Power and Machinert Costs Per Crop Acre 
ON 135 Contour-Tilled Farms Compared with 135 Farms 
Not Contour-Tilled, Four-Year Average, 1940-1943 


Item 


Contour- Not contour- 

tilled tilled 


Man labor costs $11.20 $12 . 04 

Power and machinery costs 7 46 7.82 


Studies of Effects of a Complete Conservation Farm Plan 

Before adopting any new practice or program farmers are anxious 
to know ‘‘What will it cost?” and “What are the benefits?” Studies 
have been made of the effect of soil and water conservation pro- 
grams on crop and livestock production and on farm incomes in 
selected areas of Illinois. Data were secured from farm survey 
records and from the Illinois farm account records. Two general 
approaches have been used: (1) comparisons of matched high- and 
low-conservation farms, and (2) before-and-after-conservation 
comparisons on the same farms 

In the comparison of matched high- and low-conservation farms, 
sample farms of similar land-use capabilities and size but with 
differences in the amount of soil and water conservation practices 
were studied. The general procedure followed was: (1) Farms were 
selected with conservation plans at least three years old on which 
a high percentage of the plan had been applied. These farms were 
then classified according to land-use capabilities and size of farm. 
(2) Neighboring farms were classified according to land-use capa- 
bilities and size of farm. (3) A sample of farms without conservation 
plans comparable in physical characteristics (land-use capabilities 
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and size) was matched with the previously-selected sample of farms 
with conservation plans. 

These studies of matched farms have been carried out in six areas 
of Dlinois. Ten years of records have been secured for the farms 
studied in McLean County, Illinois. A summary of the data shows 
that the benefits of a conservation program have been increasing 
relatively over the ten-year period (Table 3), 


Tabus 3. Crop Yields and Net Farm Income, Identical Farms with 
High and Low Conservation, McLean County, 1936-1945 



Twenty high- 

Twenty low- 


conservation 

conservation 


farms* 

farms 

Crop yield index^ 


1936 

97 

103 

5-year average, 1936-40 

101 

98 

5-year average, 1941-45 

104 

96 

10-year average, 1936-45 

103 

97 

1945 

106 

94 

Net income per acre® 


1936 

$ 5 78 

$ 6 54 

5-year average, 1936-40 

9 96 

7 60 

5-year average, 1941-45 
10-year average, 1936-45 

28 94 

19 77 

17 54 

14 08 

1945 

27 51 

22 64 


® Conservation plans started from 1934 to 1937 In 1945 these farms had a con- 
servation score of 83 compared to 59 for the low-conservation farms. 

^ Average yields of all crops for 40 farms equals 100. 

° Returns for capital and management. 

In 1946 a study was made of the “Economics of Soil and Water 
Conservation: Effect of Practices Follo'wed on Farms in Selected 
Illinois Areas.” Soil conservation scores were computed for each 
farm based on the degree of application of conservation practices to 
the needs of the individual farm. Each farm had the possibility of 
scoring 100 if all of its conservation needs had been met. After scor- 
ing, the farms were paired into high-score and low-score conser- 
vation farms for purposes of comparison. A management score for 
management other than conservation was computed for each of the 
farms based on a subjective evaluation of the individual farmer by 
the farm adviser (county agent), the AAA committeeman, the local 
conservationist, and the author. Conservation is, of course, an 
integral part of good farm management and for each group in each 
area studied high conservation was rather closely associated with 
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high managerial ability. The high-conservation farms spend more 
money for soil and related improvements — and the effect of these 
added capital improvements may have overshadowed the effects of 
so-called managerial ability. 

In another study on the costs and capital requirements of a 
conservation program data were secured from two sources. (1) A 
survey was made of farmers' opinions as to the conservation needs 
on their individual farms. (2) The conservation farm plans as 
worked out by the farmers in cooperation with the farm adviser 
(county agent) and the conservation technician were analyzed to 
determine the conservation needs for the individual farms. Dollars 
and cents data were applied to both sets of data. In the slowly- 
permeable problem soils area of northeastern Illinois at the 1948 
prices of establishing a conservation program, out-of-pocket cash 
costs would have averaged $12.80 per acre based on the farmers' 
opinion survey of conservation needs, and $22 66 per acre based on 
the needs as expressed in the actual conservation farm plans. The 
capital requirements for needed buildings, fencing, livestock, and 
machinery approximated an additional $12 per acre. 

Studies based on “before and after conservation" have been 
largely limited in Illinois to case studies of individual farms. This 
type of analysis has the advantage of showing the influence of 
changes in the farming program where management and inherent 
land resources remain the same. 

ProUeins in Connection with Evaluation of 
Conservation Measures 

A few of the obvious problems are; 

1. Securing comparability of farms. It is easier to match farms 
according to their physical land resources than according to capital 
resources, and it is even more difficult to match them on compara- 
bility of management. 

2. Securing continuity of sample. It is difficult to secure data from 
the same operator on the same farm over a period of years and to 
find farmers who do not adopt conservation so as to have compari- 
sons between farmers that use conservation practices and those who 
do not. 

3. The year-to-year changes necessary in getting from a non- or 
low-conservation farm to a conservation or high-conservation farm 
merit much additional study. 
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4. The economic viilization of forage cropg recommended in the 
conservation plan needs much additional study. Much of the gains 
from conservation is due to the larger amount of livestock kept and 
the higher returns from livestock on the high-conservation farms. 

Summary 

Our economic studies of conservation have helped to lay ground- 
work for further studies. We feel they have pointed out the following 
significant facts. 

Contour farming mcreases crop yields, reduces soil and water 
losses, and on the average does not increase total farm operating 
costs. Conservation plans do not necessarily increase earnings im- 
mediately because usually considerable effort and money must be 
expended before positive results are achieved. Our evidence indi- 
cates that long-time benefits of conservation, however, are certain. 
Farms having conservation plans when compared with neighboring 
farms of similar physical resources show that conservation farms 
have spent more money for soil and related improvements; have 
more land in legumes and grasses; higher crop yields; produce more 
and better quality hay and pasture; feed more livestock; have 
higher livestock production; and secure larger net farm incomes. 

An interesting question is raised by the fact that in all com- 
parisons high-conservation farms have had higher livestock effii- 
ciency as measured by “returns per $100 of feed fed.” It can be 
argued, although our studies have not proved it, that it is the better 
feed supplies — ^grain, hay, and pasture — on conservation farms that 
explain the greater livestock efficiency. Conservation farming where 
needed represents progress. It is important to get farmers to adopt 
systems which in the hands of ordinary men — ^and that is what most 
farmers are — ^achieve general progress. Systems which conserve 
soil and water make better crop yields, make land easier to work, 
and apparently (although this is a tentative conclusion) provide 
better feed supplies, one of the bases for more efficient livestock 
production. 



INTERREGIONAL ECONOMIC AND SOCIAL ASPECTS OP 
AN OBJECTIVE EVALUATION OP 
SOIL CONSERVATION* 


C. W. CbIC5KMAN 
Bureau of AgrmJiural Economm 


O UR soil conservation programs encourage the substitution of 
legumes and grasses for part of the intertilled crops and of 
wheat and other small grains in most of the important farming 
areas. Improvement of the yield and quality of the sod crops is 
encouraged in all regions to provide better protective cover for the 
soil and to increase the competitive position of grassland farming. 

Widespread adoption and expanded use of these soil-conserving 
practices would bring about major adjustments m regional systems 
of farming. It would mean, for example, a reduction of cotton in the 
South; of corn and small grain in the Corn Belt, and of wheat in the 
wheat regions. The counterpart of these adjustments — ^larger acre- 
ages and better yields of grasses and legumes — would encourage 
changing the regional and interregional patterns of our livestock 
production. 

As pasture and hay are fed largely to cattle and sheep, we could 
expect greater production of dairy products, beef and veal, and lamb 
and mutton. Whether the smaller acreages of the feed grains would 
result in some reduction in the production of hog and poultry 
products would depend upon the eflEectiveness of the longer rotations 
and other conservation practices in increasing the acre yields of 
corn and other feed grains. When they have been used long enough 
for their benefits to yields to become fully effective, it now seems 
likely that the total production of feed units from all sources would 
be increased on many farms. That has been the experience of most 
Midwest farmers who have changed over to soil conservation 
systems of farming. 

The major agricultural regions would not share alike, however, 
in the prospective increases in forage-consuming livestock. That 
wo^d be true even though the additional beef cattle, sheep and 
dairy products were obtained mostly from the additional forage 
produced . Forage resources in the range beef cattle and sheep areas 


‘ * A p^er mven at the Annual Meeting of the American Farm Economic Asso- 
ciation, Green Lake, Wisconsin, September 15 , 1948 . 
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and in the northeastern dairy region are limited in their flexibility. 
They can be increased only by better management practices that 
increase yields, whereas both the acreage and the yield per acre 
probably would be increased in the Corn Belt and in the South. 
FurUiermore, it now seems likely that farmers in surplus grain- 
producing areas would use additional grain for supplementing the 
larger output of forage crops which they would feed to dairy 
cattle, even though the ratio of concentrates to forage in the average 
ration probably would be somewhat wider than now. 

The need for more grain for supplementing additional forage, 
along with the possibility of some reduction in the production of 
feed grains due to fewer acres, might tend to curtail the usual out- 
shipments of feed grains from the Corn Belt to feed-deficit areas. 
At least, farmers who are planning soil conservation programs, 
regardless of where they are located, should move cautiously in 
planning adjustments which would involve buying considerable 
additional grain to supplement the additional forage crops produced. 
Producers of gram probably will have less to sell from an average 
crop, except at a premium price. 

The beef cattle herds on Corn Belt or Cotton Belt farms where the 
production of forage crops is increased probably would be carried 
largely on pasture and roughage. If cattle fattening enterprises 
are continued or set up on Corn Belt farms, the feeding period 
probably will be lengthened so as to use more pasture and less grain. 
Thus, the marketing of cattle for slaughter would tend to he con- 
centrated more in the fall months and a larger proportion of them 
would be of the lower grades. That probably would modify the beef 
cattle price structure in the direction of greater seasonal variation 
and a wider spread between grades. 

In some areas the need for shifting from soil erosive crops to 
grassland farming is so extensive that establishment of profitable 
farming units, which would be based almost entirely on grass, would 
mean consolidation of farms and fewer farmers. That in turn implies 
a new tax base and the curtailment of such services as those pro- 
vided by roads, schools, and villages. On the other hand, where 
farming becomes more intensive, it may be necessary to set up new 
marketing facilities, such as creameries and local livestock markets. 

These and many other prospective changes in the pattern of 
production and time of marketing have an important bearing on an 
objective evaluation of soil conservation, because they will influence 
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future price and cost relationships. It is unrealistic to separate 
future conservation benefits from the effects of prospective prices 
and costs in determining what would be desirable adjastments in 
farming in an area. 

If the production of dairy products, for example, increases in 
areas outside the present dairy regions because of changes in the 
feed pattern, such increases will appear as new competition to those 
regions. And the lower prices for dairy products that would result 
in the absence of a sufficiently compensating increase in demand 
would be detrimental to the dairy farmers who have built up their 
farm plants on the basis of the situation prevailing before, unless 
they can increase production efficiency enough to offset the ad- 
vantages created for dairying by the changes in the feed pattern in 
the other areas. Yet, even though greater efficiency may not be 
practicable in the older areas, the increase in production of dairy 
products may still be desirable from the national viewpoint. Per- 
haps our national production pattern should be shifted toward a 
larger production of dairy products to provide a better diet. And 
such a shift might mean a larger per capita income for all farmers as 
a group. 

The new price relationships that would be brought about by the 
changes in the production pattern may also prove to be disappoint- 
ing to the farmers who shift into dairying or beef cattle production, 
if the evaluation of soil conservation systems of farming is based on 
present instead of prospective costs and prices. 

In making an economic evaluation of soil conservation systems of 
farming for a farm or a local area, we, as research and extension 
workers, generally have made the assumption that changes in the 
production pattern would not affect prices for the products pro- 
duced. Also we frequently have disregarded the impacts on other 
farms and other areas. We cannot, of course, do otherwise satis- 
factorily until the interrelationships of prospective production 
patterns, demand, and prices are analyzed in closely coordinated 
research relating to all important farming situations. 

The task of making the kind of analysis that is needed is exceed- 
ingly complex. It is probably beyond the scope of research in a sin- 
gle agency. Two closely related types of analysis would be involved. 
The first of these consists of an analytical study of the prospective 
supply and demand conditions and the probable equilibrium prices 
at various future dates, taking into account adjustments in land 
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use from the standpoint of soil conservation as a major influencing 
factor. The second type of analysis would be a study of the diver- 
gences between private and social marginal net products when the 
new systems of farming in one region impair the economic oppor- 
tunities in another region. These over-all studies may have to be 
carried out with rough-and-ready data, particularly on the supply 
side. But our economic evaluations of soil conservation of an in- 
dividual farm and in a local area will be much more fruitful if they 
are made within a more adequate framework of the prospective 
economic conditions. The changes in prices that are generated by 
the soil improvement practices on a multitude of farms also be- 
come a part of the forces influencing changes in the production 
pattern on those farms. 



COOPERATING IN OBJECTIVE SOIL 
CONSERVATION RESEARCH* 


Eabl 0. Heady 
Iowa State College 

S OIIj conservation is one of the more basic and long-run agri- 
cultural problems which faces the individual farmer and so- 
ciety. Both are concerned with (1) the level of conservation which 
is economic and (2) the economic means of attaining any given 
level of conservation. Although far from being fully developed and 
even though the two are complementary, the theory of conservation 
economics has progressed beyond empirical research. Principles 
have been developed which have universal application given the 
environment set forth in the basic assumptions. But in relatively 
few instances, indeed, can we point our finger to specific practices, 
farming areas, soil associations or resource ownership situations 
and indicate where conservation is or is not profitable to society 
or the individual. Even the amount of research relating to returns 
of iftdividual farms has been extremely meager. Yet knowledge of 
returns to the individual is basic to any sound conservation policy 
or program. Extreme testimonials suggest that conservation either 
is or is not profitable to the farmer. Yet there is a dearth of objective 
research which might establish the facts. Why is this so? 

One of the more important obstacles to empirical research in 
conservation economics has been the complex environment within 
which it must take place. The returns from conservation are easily 
confounded with returns from other techniques and resource com- 
binations where attempt at measurement is made by means of such 
conventional approaches as management return, labor income 
or interest on investment. On the other hand study of major changes 
as rotations and land use make little sense unless considered as part 
of the farm as a unit and as related to livestock systems, labor re- 
quirements, capital investment, and the economic environment in 
general. 

Measurement of soil conservation returns by means of records 
and surveys is extremely hazardous unless the sample is properly 
stratified by soil type, scale of operations and other farming tech- 

A paper given at the Annual Aleetmg of the American Parm Economic Associa- 
tion, Green Lake, Wisconsin, September 16, 1948, 
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niques or characteristics. Accurate estimates are perhaps possible 
only if the population studied is restricted to a group of farms homo- 
geneous in all respects except attainment of conservation practices 
and related resource combination. The sample design must be as 
rigid as the controls of the physical experiment. Even then, the 
findings apply to a static price situation and a sample at one point 
in time. Ordinarily the study must be made for one year or a period 
of several years. Yet the results apply only to the price period used 
and may differ greatly from the economic world in which prices vary 
continuously form one level to another. Even were prices static in 
the sense that they remain at the same level or in the same relation- 
ship over time, data from a past period will not always provide 
correct income estimates for the future. Physical research indicates 
a widening gap in yields for two soils on which widely different 
degrees of erosion control or fertility maintenance is attained. 
Finally, the range of observations is necessarily restricted to the 
fairly narrow limits in terms of rotations, forage-gram rations and 
other practices which farmers have put into effect. 

Estimation of returns by farm records can be made through 
appropriate stratification and sample design. However, it appears 
that a more promising alternative rests in cooperative research 
between the farm management worket and physical scientists in the 
fields concerned. Given the basis physical data, budget analysis 
can then provide income expectations under various price and 
resource ownership situations. Were it readily available a complete 
inventory of production functions, transformation rates or input- 
output ratios which relate to conservation could be put to use in 
designing conservation farming systems which are economic. 
Needed especially are data indicating the marginal rate of sub- 
stitution of forage and grain as product outputs from the land and 
as feed mputs m livestock production We need to know the extent 
to which forage complements grain in the sense that total produc- 
tion (and not yield per acre) of the latter increases as acreage of the 
former increases and the rate at which the two substitute for each 
other once forage is expanded so far as to become competitive with 
grain or other crops. This information should be available under 
various mechanical practices and for different time periods. Simi- 
larly, data indicating the marginal rate of substitution between 
grain and forage and the consequent effect on the production period 
is needed for the numerous types and grades of livestock. By com- 
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billing these data with other price and resource input data, estimates 
of optimum conservation farming systems would be facilitated. 
However, information is needed not for two practices, rotations or 
feeding systems alone, but for all or a number of points over a wide 
range of the production surface or curve. In the past physical data 
has not often been available in this form- 

Without this cooperative effort, future progress is likely to be 
slow. The production economist who must resort to farm surveys 
and records alone is limited by the progress of farmers in adoption 
of new practices. He can do little to design farming systems which 
extend beyond the limits which farmers have already gone and is 
handicapped by the expense and time necessary for proper strati- 
fication of his sample. Yet the results of physical research will not 
suggest the optimum farming system or combination of resources 
where they fail to recognize the basic production and economic 
models involved. Too, economic interpretation of a small sector of 
data by the physical scientist may often lead to erroneous con- 
clusions where it does not relate to the farm as a unit. The worker in 
farm management or production economics might well initiate 
effort toward more cooperative research. Unlike most other special- 
ists he is concerned not only with land, capital or labor considered 
individually but also with the economics of land, hvestock, rotations 
and all resources and production problems as they relate to each 
other. 

Research workers at the Iowa Agricultural Experiment Station 
have made some important initial progress in cooperative research 
which should eventually aid in solution of conservation farming 
systems. The Departments of Agronomy, Animal Husbandry and 
Economics are cooperating on projects at the Clarinda and Monona 
experimental farms to determine the rate and economy of forage- 
grain substitution in beef production. In time this information will 
be integrated with the results from various rotations and mechanical 
practices on the two soil types along with supplemental information 
to aid in suggesting optimum conservation farming systems: These 
experiments will not complete the inventory of production func- 
tions necessary. Still required is knowledge of the marginal rate of 
substitution of grain and forage for other types and grades of live- 
stock. Fortunately since we have some agronomists and animal 
husbandrymen who understand and appreciate the economic 
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models involved, there is possibility of extending this cooperative 
efiFort in time. 

However, the task is great and is one which might be attacked 
cooperatively on a wider basis. Production economists, agronomists, 
engineers and animal husbandrymen might well get together from 
a number of states, outline the complete range of data needed, and 
then proceed with a division of labor which would make a larger 
amount of data available in a shorter time period. Some states 
might specialize in establishing the marginal rate of grain-forage 
substitution for several grades of dairy cattle while others investi- 
gate the practical range of substitution for feeder cattle, hogs or 
other livestock. The findings in one state would have general 
applicability in others. A similar division of effort is also possible 
in the case of crops where one soil type is common m two or more 
states. Properly stratified surveys and farm records might be used 
to supplement experimental data in the case of labor or inputs 
which do not lend themselves to measurement by means of other 
research techniques. 

First, it might be asked, what right has the economist to think 
in terms of technological ratios? The answer is obvious. All eco- 
nomics of production or consumption deals with technological or 
psychological ratios. In Economics as a science dealing with the 
allocation of scarce means between competing ends, monetary 
value is simply a common denominator for measuring these physical 
relationships. Regardless of how defined, economics ultimately deals 
with equating technological or psychological ratios in one form or 
the other for attainment of a maximum quantity. Only under these 
conditions are profits to the business firm, utility to the household 
or welfare to society maximized. There is nothing improper about 
the economist’s being concerned with these ratios. 

Second, it can be asked, is the technical scientist interested in 
cooperative research? The answer is probably yes and certainly so 
if the economist initiates some effort in this direction. Historically, 
there has perhaps been more cooperative research between pro- 
duction economists and technologists as groups than within the 
field of technology generally. Even then it has been far too little. 
I leave for you the question of how we get a program of the proper 
magnitude initiated. 



ROUNDTABLE ON FARM TAXATION 

Chairman* Norman J. Wall, Bureau of Agricultural Economics 

ANALYZING THE TAX LOAD OF AGRICULTURE* 

Tyleb F. Hatoood 
Bureau of Agricultural Economics 

F rom time to time the Bureau of Agricultural Economics is 
asked to supply figures that will give a picture of the *'tax 
load” of agriculture in the United States. These requests, which 
take various forms, come from many different people — editors of 
farm publications, makers of public policy, students of agricultural 
economics, and research workers in farm organizations, to mention 
a few* It IS obvious from these inquiries that there is a serious lack 
of agreement as to what is meant by the tax load. It is hoped that 
this paper will contribute in a small way to a better understanding 
of the problems involved in such a concept, even though no happy 
solution is offered. 

An economic analysis of the tax load of agriculture should begin 
with a definition of agriculture that is appropriate for such an 
analysis. Is it an industry composed of all farms, or is it a group of 
people earning a living from farm operations? The distinction be- 
tween farmers as a group of taxpayers, and agriculture as a sector 
of the national economy making its contribution to the support of 
Government, is fundamental. 

To be more specific, by Census definition a farm is land used in 
agricultural operations provided the tract is 3 acres or more in size 
and its agricultural products in a given year are valued at $^50 or 
more. Thus farm real estate taxes as estimated by the Bureau of 
Agricultural Economics — ^which uses the Census defi:nition — are so 
much per acre of ‘‘land in farms.” But for statistical computations 
the exact number of acres must be determined, and so the Census 
elaborates as follows: 

L^d in farms includes considerable areas of land not actually under 
cultivation and some land not even used for pasture or grazing, but all 
such land must have been under the control of the operator and considered 
a part of his farm in order to be counted. However, large areas of timber- 
land or other nonagncultural land held by an operator of a farm as a 

* A paper present^ at the Annual Meeting of the American Farm Economic 
Association, Green Lake "Wisconsin, September 15, 1948. 
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separate business, and not used for pasture or grazing, or for any other 
farm purposes, were excluded. Land neither owned nor leased, but from 
which crops, including wild hay, were harvested, was reported as part of 
the farm When cattle, sheep, or other livestock were grazed, or pastured 
on land neither owned nor leased by the operator, such land was not in- 
cluded as part of the farm. 

Obviously there are grounds for disagreement with the types of 
land included in the Census definition and so we find some of the 
States arriving at rates of taxes per acre on land within their borders 
that differ from BAE figures. Specific measures of the tax load when 
stated on a per acre basis, therefore, would be affected by the defi- 
nition used in the computations. 

The view of agriculture as a composite of farms is significant, 
particularly in property taxation, but agriculture as an aggregate 
of farmers also is important — especially in income taxation. Both 
concepts require precise definition, but the second raises the im- 
mediate question of just who is a farmer and what is included in 
farm income? 

The Census does not define a farmer directly. A “single-unit farm 
operator” is the person who operates a farm independently, “He 
directs the operations on the land worked by himself, his family, or 
hired laborers.” There are several classes of operators, such as full 
owners, part owners, managers, tenants, etc. For Census purposes, 
the “rural-nonfarm population” is that part of the people who live 
in communities with concentrations not greater than 2,500 persons. 

But determination of the tax load of agriculture viewed as an 
aggregate of farmers depends upon how still other questions are 
answered. What is to be done about elderly farm people who have 
no farm income and who do not work; urban employees who com- 
mute to their homes on farms; and professional and other people 
who obtain their main income from urban employment but who own 
and even operate their farms? There is also the problem oMetermin- 
ing whether urban or governmental investments of farmers should 
be regarded as sources of farm income. 

Tax-rate Concepts 

The problems listed above illustrate the problems one faces 
immediately when contemplating the tax load of agriculture. Now 
we turn to the various uses of the term itself. Sometimes the tax 
load of agriculture is spoken of as the absolute amount of taxes 
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paid by farmers When so used, some base is selected. If the basis is 
the assessed value of property, ordinarily the tax load is equivalent 
to the tax rate. Thus the United States farm real estate tax rate for 
1947 was 53 cents per acre or 96 cents per 100 dollars of valuation. 
Taxes per capita (the poll tax, for example) also may serve to 
measure the tax burden in the sense of tax rate 

But property tax rates may be poor measures of the relative tax 
load within States in which the ratio of assessed to true value varies 
greatly between counties or other local jurisdictions. The same thing 
would be true in a comparison between States. When the measure 
used is the ratio of taxes to true or market value of property or 
wealth, inequalities of assessment are corrected. But as a practical 
matter, reliable data often are not available. This is particularly 
true when the tax levy applies to intangible personal property 

When the tax load is thought of as the tax per acre of land in 
farms, no account is taken of different degrees of improvement of 
land or of its productivity. Taxes per square mile of total area are 
significant as measures of taxation when they are related to land 
utilization. Here, sparsely settled areas are likely to have a low tax 
rate per square mile but a high tax rate per dollar of value. 

An approach commonly employed is to relate taxes to income. 
Often in such cases, confusion arises because no distinction is made 
between the income of agriculture and personal incomes of farmers. 
But this approach is different from the establishment of a ratio of 
taxes to wealth or property, and it is particularly significant when 
most of the people are salaried or when incomes are characterized 
by a high proportion of recurring receipts. If the tax load of agri- 
culture alone is studied, this measure is unimportant unless it is 
later related to the tax loads of people in other industries — ^which, 
because of their many dissimilarities, is not an easy task. But when 
so used, it is often diflBcult to obtain accurate data pertaining to 
personal agricultural incomes. Cash rents, for instance, apply to 
income from real estate only and the earned income of farmers as 
entrepreneurs is absent. 

Quantitative Concepts 

There are those who regard tax-rate concepts of the tax load as 
superficial and incomplete, particularly when they are considered a 
measure of burden. They prefer quantitative measurements such as 
aggregate Federal, State, and local tax payments made by all 
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farmers in a given period of time, usually a year. In this concept, not 
only wealth and income, but also farm expenditures play an im- 
portant part in the technique of measurement, for they are bases 
for determining, respectively. State and local property, Federal and 
State income, and Federal and State excise and general sales taxes 
— to mention a few examples. 

In its simplest form, a listing of taxes paid, together with their 
amounts, would constitute the total tax load according to such a 
concept. An illustration that might be given, although it was not 
so-called when published, is an estimate of farm tax payments made 
in 1930 by Donald Jackson of the Bureau of Agricultural Economics. 
It is as follows (in millions of dollars) . 


Beal estate 

566 

Personal property 

100 

Gasoline 

99 

Automobile licenses 

61 

Inheritance 

10 

Income 

8 

PoU 

6 

Total 

850 


A vast array of new taxes has been added to this list since 1930, 
and rates for some of the older sources of revenue have been in- 
creased so that their earlier positions in the array have changed 
considerably. One of the “new” levies is the general sales tax which 
was introduced in the early thirties, and which is now collected in 

Table 1. State Tax Collections by Types, Fiscal Yeaks 1947 and 1932 



1947 

1932 

Tax 

Amount 

Percentage 
of total 

Amount 

Percentage 

General sales 
Gasolme 

Net income 

Motor vehicle 
Alcoholic beverage 
Property 

Tobacco product 
Death and gift 

Other 

1,000 dollars 
1,178,849 
1,124,397 
878,650 
540,348 
481,573 
261,995 
244,767 
166,352 
920,783 

Percent 

20 3 

19 4 

15 2 

9 3 

8 3 

4 5 

4 2 

2 9 
15.9 

1,000 dollars 
7,070 
534,160 
145,450 
310,055 
1,368 
323,477 
15,166 
149,416 
400,366 

Percent 

0.4 

28.3 

7.7 

16.4 
.1 

17.2 

.8 

7.9 

21.2 

Total 

5,797,614 

100.0 

1,886,528 

100.0 


Adapted from State Tax CoUecttcns in 1947, and Financing Federal, State and 
Local Governments, 1941, Bureau of the Census. Unemployment compensation taxes 
excluded. 
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27 States. Detailed annual estimates of these taxes that are paid by 
farmers are not available, but their relative importance in State 
fiscal systems is shown in Table 1 for 1947 as compared with 1932 — 
years for which data are readily available. 

It will be noted that general sales taxes were near the bottom of 
the list in 1932 but that by 1947 they had reached the top as a 
revenue producer for the 48 States — despite the fact that only about 
half the States imposed them in the latter year. Also, three States — 
West Virginia, Michigan, and Washington — obtained over half 
their revenue from this single source in 1947. As for farmer-pay- 
ments, it has been said that “Farmers may have paid as much as 
$50,000,000 annually in State general retail sales taxes in the last 
few years. In addition, farmers have paid a share of a related 
group of selective sales taxes to Federal and State governments, and 
very recently some general sales levies to local governments in some 
of the States (California and Pennsylvania, for example) 

Of the older sources of revenue which have higher rates, perhaps 
from the farmer’s viewpoint the Federal income tax is the most 
phenomenal. The 8 million dollars paid by farmers in income taxes 
in 1930 included payments made to the Federal Government and to 
all the States that imposed the levy at that time. Beginning in 
1941 when only 15 million dollars were paid to the Federal Govern- 
ment, these payments rose rapidly to reach a peak of 960 million 
dollars in 1948 (Table 2). 


Tabue 2. Federal Income Tax Payments by Farmers, 1941-48 


Year 

Milhon 

dollars 

Year 

Million 

dollars 

1941 

15 

1945 

725 

1942 

50 

1946 

720 

194S 

425 

1947 

760 

1944 

275 

1948 

960 


State income-tax payments made by farmers are relatively much 
less important than are Federal income taxes. Only 31 States use 
the tax, and exemptions are high and rates low in comparison with 
Federal law. It has been estimated that farmers’ payments “prob- 
ably did not exceed $40,000,000 even during the high-income war 
years.”® Thus Federal and State income taxes paid by farmers 

^ Gerhard J. Isaac, ^‘Farmers’ Taxes,” AgneuUural Finance Review, November 
1946. p. 14 

* Gerhard J Isaac, loc cU, p IS, 
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probably totaled about one billion dollars m 1948. 

Historically, the chief contribution made by agriculture to the 
support of government was through the property tax This was due 
mostly to the nature of the farm enterprise. Land was the principal 
form of wealth and it was certainly the ma 3 or source of income to 
rural America. A large farm indicated that its owner possessed 
considerable ability to pay taxes. A small one indicated the op- 
posite. Business or personal losses and expenses of farmers played 
little part in tax calculations In recent years of big incomes and 
high tax rates, however, income taxes have superseded in amount, 
total property levies, although the latter remain the most important 
single source of revenue for local governments in this country. A 
large number of the States no longer impose property taxes for 
State purposes or they levy only a nominal rate. 

Over the years, the property tax has become primarily a tax upon 
real estate (Table 3) and to a more limited extent upon tangible 
personalty. As agricultural wealth consists largely of such property, 
it is not surprising that the property tax has continued to be im- 
portant in the farm tax load. In 1947 farm property levies were 
$705,161,000. This compares with the previous all-time high of 
$640,000,000 in 1929 and with a depression low of $420,000,000 in 
1934. During the recent war period, farm property taxes fluctuated 
within narrow limits — quite in contrast with what happened during 
the World War I period. 

Table S Taxes Levied on Farm Property for Selected Years 


Year 

Property taxes levied 

Total 

Farm real 
estate 

Farm personal 
property 


1,000 dollars 

hOOO dollars 

1^000 dollars 

1029 

640,822 

667,493 

73,329 

1930 

638,038 

566,956 

71,083 

1935 

430,636 

393,878 

36,758 

1940 

445,665 

401,780 

43,885 

1945 

554,109 

471,181 

82,928 

1946 

616,954 

524,621 

92,333 

1947 

705,161 

600,161 

105,000 


The tax load of agriculture, even when used as a quantitative 
measure, does not end there, however. Automotive taxes paid by 
farmers consist of licenses and permits and motor fuel taxes to 
Federal and State govenments. Amounts paid by farmers in recent 
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years are presented in Table 4. As nodglit be expected, State gasoline 
taxes declined in amount during the war years when rationing was 
in force and then rose again. In 1947 they amounted to more than 
106 million dollars. Federal fuel oil taxes continued upward during 
the war, rising from $35.8 million in 1940 to 63.3 million in 1947. 
Unlike most State gasoline-tax laws, the Federal Government levies 
its tax on all gasoline used on the farm and not just that used by 
farmers personally. Licenses and permits cost farmers $58 7 mil- 
lion in 1940 and $90.8 million in 1947. 

Tabm! 4 Automotive Taxes Paid by Fabmerb, 1940-47 


Year 

. _ 

Licenses 

Motor fuel taxes 

and permits 

State 

Federal 


IfOOO dollars 

1,000 dollars 

1,000 dollars 

1940 

58,723 

79,265 

35,850 

1941 

62,906 

81,761 

45,382 

1943 

97,599 

76,661 

46,034 

1943 

86,893 

72,843 

46,556 

1944 

1 86,680 

74,545 

49,080 

1945 

89,824 

82,001 

52,765 

1946 

77,604 

95,135 

58,209 

1947 

90,838 

106,444 

63,329 


Many other taxes paid by farmers would have to be estimated if 
the tax load were looked at as an accumulation of the amounts 
actually paid into Federal, State, and local government treasuries 
by farmers. It should be emphasized that the above amounts are 
only estimates, and that the more important taxes only are in- 
cluded. Further improvements in the statistical processes are 
constantly made, and for that as well as for reasons which appear 
below, it seems wise not to set down the various amounts in a single 
table as representing the tax load of agriculture. 

Qualitative Factors in Tax Load 

It should be clear from the foregoing discussion that a quantita- 
tive measure of “obvious” tax payments by farmers — such as those 
levied against income, property, or transactions — can go only part 
of the way in determining the tax load of agriculture. At this point 
the distinction between agriculture as an industry and farmers as 
taxpayers again becomes important. A physical sector of the econo- 
my does not “bear the burden” of anything, certainly not of taxes. 
It may have part of the support of government imputed to it. But 
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the farmer-taxpayer himself, the human being, makes any sacri- 
fices that taxes create. Thus students of public finance are almost 
unanimous in thinking that, in general, taxes levied according to 
the ability-to-pay principle are better. 

It would appear necessary, therefore, to analyze several addition- 
al factors (that may be called qualitative, for want of a better term) 
if the tax load in the sense of the real burden or justice of taxes is to 
be determined. 

One of these is the degree to which the burden of taxes is shifted 
to, or away from, farmers. The final word on shifting has not been 
written but there is general agreement on a number of points. For 
instance, a farmer who pays an individual net income tax is unable 
to pass it on, as his prices were determined before the tax was 
determined. Thus both impact and incidence of the net income tax 
— ^that is, the initial burden of the payment as well as the ultimate 
burden — ^are at the same point. This is true in the long-run as well 
as the short-run. 

Not so, however, with a general sales tax. Retailers ordinarily 
are held responsible for the payment of general sales levies, but they 
raise the prices of their goods to include the tax. In this case the 
short-run impact is upon the retailer and the incidence is upon the 
consumer (including farmers, if they buy the taxed articles). But in 
the long run, the incidence may be upon the producer of the taxed 
products, either partly or wholly, depending upon circumstances. 
To illustrate, if food is taxed and prices are raised as a result, the 
demand for food may decline, the supply sooner or later may be 
affected adversely, and the ultimate burden of the tax may rest 
upon the farmer-producer who loses money until he can shift to 
other lines of production. Of course if a food shortage exists and all 
that is produced is sold even at higher prices attributable to taxes, 
this reasoning does not apply with full force. At any rate, the case 
illustrates that some taxes may be shifted backward as well as 
forward, and that both producers and consumers may share in the 
impact or incidence of taxes or in both. 

It was said years ago that agricultural economists working in 
taxation ‘^are inclined to reason that no taxes paid by farmers are 
shifted. They overlook the fact that there probably is a relation- 
ship between the division of ordinary taxes for road support between 
city and country, and the prices at which farm products in the long 
run sell in urban markets. They also forget at times the probable 
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shifting to agriculture of some of the taxes on railroads and in- 
dustrial property.”® 

Agreement is general that taxes on property which reduce net in- 
comes from it are capitalized and that they thus lower its value. 
The impact and incidence of such levies are therefore on the present 
owner, although it is not known how long it takes for land values to 
adjust to rises in real estate levies. 

A second qualitative factor in the tax load of agriculture is the 
indirect effect of certain taxes. There are tariffs, for example. If a 
tax on imports completely excludes the product, one cannot say 
that the tax has been shifted because none is collected. Nevertheless 
domestic consumers feel the effects of such a duty. Certain nonfiscal 
revenue measures also illustrate the point. These include levies on 
bank notes of States (which were 100 percent effective), billboards, 
alcoholic liquors, and tobacco. To the degree that such impositions 
are effective, they reduce the demand for these products. Thus farm- 
ers who produce the raw materials entering the manufactured 
products such as whiskey or cigarettes would have the demand for 
grain and tobacco reduced. This is true despite the fact that the 
tax may be so high that not a great deal of revenue is obtained.^ 

A third qualitative factor in the tax load of agriculture is the 
indirect effect that public expenditures have on taxes. To illustrate, 
the ratios of taxes to real property values may be considerably 
affected by the nature and extent of public expenditures made with 
tax payments. A drainage-improvement levy may increase pro- 
ductivity of real estate. If the net income from land is $8 per acre 
and the property tax is $£, the ratio of taxes to income is £5 percent. 
But if an improvement costing t$l per acre in taxes is made, and 
the income of the land rises $1 per acre, the value of the land does 
not change, although the ratio of taxes to income is raised to 33| 
percent. But if the $1 additional tax increases the land product $2, 
the ratio is changed to 30 percent. 

In this case, public expenditures have been assumed to be im- 
mediately productive. But if government services contribute to 
improved living as when they take the form of better schools or 
roads, net cash incomes may not be increased immediately. Few 

* “Research in Public Finance in Relation to Agriculture,” a report of Advisory 
Committee on Social and Economic Research in Agriculture, Social Science Re- 
search Cornell, Bulletin No 1, 1930, p. 14 

* It should be noted that the difference between the incidence and the effect of a 
tax (as us^ here) is sometimes very shght, as shown m the illustration of the tax on 
liquor and tobacco products 
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would argue, however, that the income of an educated community 
is not greater in general than that found among illiterates. In many 
cases incomes are directly raised by public expenditures, and in 
many more present expenditures will result in long-run social and 
economic development — such as is found in the Tennessee Valley. 

Significance of the Tax Load of Agriculture 

It has been pointed out that the tax load of agriculture cannot be 
designated adequately merely as so much taxes per acre, or per $100 
of property value, or per $1,000 of gross or net income. Nor is it 
equivalent to the total amount of taxes paid directly to govern- 
ment by farmers. The tax load in the sense of a burden, moreover, 
is modified somewhat by the nature of specific and general benefits 
received by taxpayers from public expenditures 

Unfortunately research techniques have not been developed to 
the extent required for a precise or even approximate measurement 
of the tax load of agriculture as many now interpret the term. 
Considerably more inquiry is needed in this field. In recent years 
farmers’ tax payments have grown enormously, but have they in- 
creased out of proportion to those of other taxpayer groups^ In 
other words, What are the relative tax burdens of farm and other 
groups in the national economy? To answer these and related 
questions, one needs to explore several phases of taxation much 
more thoroughly than has been done up to now. 

One phase of inquiry might center about the proper allocation 
of functions between the various levels of government. In those 
States in which roads and schools are provided for largely or en- 
tirely by the central government rather than by local jurisdictions, 
the tax burden may have been shifted in large measure from prop- 
erty owners to others. Local governments still rely heavily upon 
property levies but most States depend upon income or sales taxes. 
Thus the burden of taxes levied for farm roads and schools may be 
shifted to persons who receive nonfarm incomes or it may be dif- 
fused to all taxpayers through a general sales tax. 

This possibility is of further significance to the farm tax load. 
When chief reliance for revenue is placed upon income taxes, tax 
payments of individuals decline as their income drops In the past, 
property levies have not followed this course. They tend to be rela- 
tively fixed, or when income and other tax sources dry up, it is 
possible that property taxes may actually increase, despite a busi- 
ness recession. 
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Another phase of inquiry might seek to determine whether the 
ever-growing cost of government is equitably distributed among the 
various economic groups in the community and among individuals 
within each group. Highway systems have been improved and 
expanded. Farmers enjoy these as aids to the marketing process, as 
vrell as for personal pleasure. But large concentrations of popula- 
tion also depend upon good roads for fresh fruits and vegetables, 
among other things. Who should pay for the roads, and in what 
proportion.? Today, school programs are more varied and costly. 
In the past, rural communities have contributed heavily to the 
labor force used in urban areas. An educated citizenry makes a 
nation great in human resources. Who should pay for improved 
educational opportunities, and in what proportion? Then there are 
Federal and State conservation, price support, social security, and 
numerous other programs for rural and other people. Everyone 
benefits from these public expenditures and everyone pays in some 
measure. But is the tax load equitably distributed? 

An important difficulty in analyzing the tax load of agriculture 
lies in the fact that some taxes are paid by the farmer as a producer 
and these are properly included in business expense. Others are paid 
by him as an individual out of his personal income. Some taxes fall 
partly in each category. But in making an analysis, these and other 
difficulties with an analysis should not prove insurmountable. Some 
day somebody may come up with an acceptable single figure, which 
will be the tax load of agriculture. 

DISCUSSION* 

Robert G. Cherry 
Agricultural and Mechanical College of Texas 

I should like to facilitate discussion by emphasizing three major points 
concluded from Mr. Haygood’s paper. First, an adequate and reliable 
measure of the tax load of agriculture is needed by makers of public policy, 
agricultural workers, and other important groups. Second, the scope of 
work now being done in analyzing agricultural taxes — ^which consists 
mainly of the various farm property tax indexes — ^is not adequate for all 
present day needs And, third, the job of measuring the tax load of agricul- 
ture is beset with a number of complex problems, involving both principles 
and techniques, that must be solved before a figure representing the tax 
load of agriculture will be acceptable. 

It is doubtful if any farm tax worker will seriously dispute this summary 
of the present status of farm tax studies. The greatest contribution of the 

A discussion presented at the Annual hf eeting of the American Farm Fconomic 
Association, Green Lake, Wisconsin, September 15 , 1948 . 
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paper has been in defining the problems and relating their significance. 
Though admittedly few solutions were offered, the fact that the problems 
have been dehneated and analyzed marks a long stride toward a solution. 

There is reference to the BAE and the various state farm property tax 
indexes. Apparently these data are reasonably satisfactory for the purposes 
for which they were devised. I do think we are inclined to accept them too 
much as an absolute measure, per se, instead of an indicator of trend and 
relative levels. 

Texas happens to be one of the states that has arrived at rates of taxes 
within its border differing from BAE figures The Texas index is weighted 
by total land area instead of Census figures for farm acreages. It is my 
understanding, however, that the method used by Texas was not chosen 
originally on the basis of any particular disagreement with the types of 
land included in the Census, but rather with a belief that total land area 
would result in a more significant figure for Texas use. The point is that we 
each show different figures for essentially the same measure, a fact that 
indicates the desirabihty of uniformity and coordinated efforts. 

If an over-all measure of farm tax loads is ever attempted on a national 
scale, general agreement on questions posed by Mr. Haygood should be 
reached before the states go their separate way on phases of work that may 
be done locally, either in cooperation with the Bureau or as independent 
projects. 

On the score of quantitative concepts vs. qualitative factors, there seems 
to be an advantage of expediency in favor of commencing work on an 
over-all measure with emphasis ofi the quantitative. Perhaps gradual per- 
fection of methodology on a quantitative basis will give impetus to work 
on the qualitative aspects. 

Considerable emphasis was given in this paper to the factors complicat- 
ing the qualitative aspects. I should like to mention one additional factor 
that currently seems to be very pertinent. It is the relationship of incidence 
and shifting to the point between perfect competition and pure monopoly 
at which a given industry or entrepreneur is operating. If it is generally 
agreed that under monopohstic pricing practices an entrepreneur will bear 
some portion of taxes out of his profits, which under competitive pricing 
would ordinarily be passed on to the consumer, then how are we to know 
what portion of a gasoline tax, for example, is passed on to the farmer and 
what portion is borne by the producing, refining, or marketing people 
unless the competitive factor is considered. 

It was emphasized that the tax load of agriculture could not be meas- 
ured as so much taxes per acre, or per $100 of property value, or per $1,000 
of gross or net income. Further, it was stated that the load was not equiva- 
lent to the total amount of taxes paid directly to government, the point 
being that the burden is modified somewhat by the nature of specific and 
general benefits received by taxpayers from pubhc expenditures. This im- 
questionably is true with many types of pubhc services. But for some 
public expenditures, would it not be confusing two different areas of 
philosophy to try to modify one against the other. An expenditure for 
pubhc education is an example. 

Public educational services have developed in American government 
since the first half of the 19th century under a principle that equal oppor- 
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tunity for a minimum standard of education should be provided for all. 
That is, public schools are founded and operated under a philosophy and 
set of principles governing education in a democracy The revenue to sup- 
port this service is obtained through the apphcation of principles of taxa- 
tion, a separate and distinct area of democratic philosophy. The exact 
relationship between the benefit principle of taxation and principles of 
education may in some respects be a moot question. So, for practical pur- 
poses, it may be necessary to disregard different levels of benefits from 
services; studies of disparities of benefits would of necessity then be pursued 
as distinct areas of research 


DISCUSSION* 

Harold G, Haixjrow 
Montana State College 

One reason, jierhaps the main reason, for attempting to analyze the tax 
load of agriculture is that concepts of tax load are used in formulating tax 
policy. Tax policy of agriculture becomes a part of general agricultural 
policy. None of this policy may rest on a firm foundation without an analy- 
sis of what the tax load is in terms of its effect on agricultural output and 
on incomes within agriculture. 

The tax load of agriculture has been measured at various times in terms 
of rates or of aggregates. Such a measurement is largely superficial in an 
economic sense because no consideration is given to the shifting and inci- 
dence of the taxes levied against farmers or farm property or to the effects 
of other taxes, such as tariffs and public utility taxes, which may be shifted 
in part to agriculture. The sigmficance of such rates and aggregates more- 
over depends on the benefits that are received from public expenditures. 

Using rates or aggregates in the usual manner, therefore, does not give 
us a meaningful concept of tax load and provides very httle guide to pohcy. 
Sharpening our statistical procedure, no matter how necessary in an em- 
pirical sense, will not provide us with an answer to the significant problem 
of policy because the essence of our case will be contained in something 
quite beyond these figures It will be found (1) in studies of the effects of 
various taxes, farm property taxes, income taxes, sales taxes, on resource 
utilization within agriculture and on incomes received by farmers, (2) in 
studies of the incidence of taxes levied on corporate income or on non- 
agricultural property, and (3) in studies of the production and income 
effects of public expenditures. 

The place to start might be m the analysis of the incidence of some tax 
relatively easy to identify such as the farm property tax. Even here inci- 
dence should be considered broadly. To a new purchaser, property taxes 
may be burdenless because capital values are lowered by the existence of 
the taxes levied. If aggregate output is as large with such taxes as it would 
be without them, however, the burden of these taxes may not be shifted 
out of agriculture and may eventually reduce farmers’ incomes over a period 
of years. The study would have to be rooted in the dynamics of the indus- 

* A discussion presented at the Annual Meeting of the American Farm Economic 
Association, Green Lake, Wisconsin, September 15 , 1948 . 
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try because the facts of capital rationing, of yield and price uncertainty, of 
the general relationships between costs and prices, would help to determine 
how such taxes react on output. The fact that farm prosperity comes in 
irregular cycles may be significant. In periods of prosperity, for instance, 
farmers make some investments which are beyond the long-time income 
expectations for the resources involved. This leads to an excess of invest- 
ments in terms of marginal productivity and to a rigidity toward readjust- 
ment in low income periods. Under such conditions the incidence of the 
taxes levied may be on the farmers themselves. If, for reasons of general 
welfare or for other reasons, this were considered undesirable, tax pohcy 
changes might be instituted. If the tax system were changed to exact a 
larger payment in prosperity and a smaller payment in depression invest- 
ments might be more in keeping with longer-time income expectations. To 
effect such a change less rehance might be placed on the property tax and 
on sales taxes with a greater reliance on income taxes. Correspondmg 
changes might be made in state and local government finance structures. 
Looking ahead we might see that the income tax should be adapted to fit 
farm conditions more .adequately than is now done. The withholding pro- 
vision might be tailored to farm use. Farmers could settle their tax ac- 
counts with the government at the end of each year and tax liability could 
be averaged over a period of three or four years. Some farmers might then 
obtain refimds in low income years. Thus studies of incidence and of tax 
pohcy also might help us to solve some of our farm problems which are 
associated with irregular income, 

A second field of survey lies in the realm of industries serving farmers. 
Hailroad property taxes may be used as an illustration. Most farmers 
probably favor applying the property tax to raiboads. We know very little 
about the incidence of such taxes except that costs in public utility services 
are reflected in public utihty rates and therefore the burden of such taxes 
is passed on to the users of the services. Part of the property taxes on 
railroads might be included in the tax load of the people in agriculture. 
But since such shifting may eventually influence agricultural output part 
of the railroad property tax burden will be carried by consumers of farm 
products. 

A third field of study lies in an analysis of production and income effects 
of public expenditures. Eventually this study should go beyond the field 
of subsidy and income payments to the broader field of public roads, 
schools, extension service, etc. 

I agree with Mr. Haygood, therefore, that analyzing the tax load of 
agriculture is one of the most difficult tasks we could undertake. We agree 
that the concept should receive more attention than it has in the past. 
But rather than seeking to find some single figure which will be quoted as 
the tax load of agriculture and seeking to isolate each tax according to 
whether it is considered as a cost or is paid out of income, our investiga- 
tions may become more significant if we seek to discover the production 
and income effects of various taxes. This may help us to formulate a tax 
pohcy which will be consistent with the goals and objectives of general 
agricultural policy. Bather than speak m the aggregate to the person who 
wishes to know the tax load of agriculture it might be more meaningful as 
well to express the load in terms of agricultural output and farm income. 
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AN INTRODUCTION TO EXTENSION ECONOMICS* 

TtbtjsR. Timm 
Texas A&M College 

T he Smith-Lever Law of 1914 created as a third basic division 
of the Land-Grant College, “Cooperative Extension Work in 
Agriculture and Home Ecorbomics” Shortly thereafter forty-seven 
Land-Grant Colleges and the United States Department of Agri- 
culture signed memoranda of understanding for the joint conduct 
of the general program.^ In consequence of these two epic events, 
the Agricultural Extension Service is usually said to have been 
born in 1914. This does not mean that there were no agricultural 
extension programs earlier. In many states there were.^ 

Extension specialists in Agricultural Economics have been an 
integral part of the specialists’ staff throughout the thirty-four 
year life of the extension organization.® By 19^0, there were 110 
state extension specialists concentrating on various facets of agri- 
cultural economics. After losing some ground in the mid-twenties, 
the staff numbered £04 by 1930. By 1940 it had increased to £36, 
and in the latest count, made in 1947, the total had risen to £63. 


^ * A paper given at the Annual Meeting of the American Farm, Economic Associ- 
ation, Green Lake, Wisconsin, September 16, 1948 

1 Today only forty-six states operate under the original memoranda California 
was the lone exception in 1914, but later Ilhnois cancelled its agreement. **The 
two states . . . work m cooperation with the Department and receive funds just as 
the others,” reports H H. Wilhamson, Assistant Director, Extension Work, United 
States Department of Agriculture. In addition to the states, three territories have 
signed agreements with the Department. 

® Acccydmg to J, L, Boatman, Chief, Division of Subject Matter, Extension 
Se^ce, United States^ Department of Agriculture, recently in a paper presented 
before the Texas Speciahsts Workshop, “ in actual practice, Sie first agricul- 
tural e^ension worker probably was the American Indian. He taught the Pilgrim 
fathers how to grow a better crop of corn by placing a fish in the hifi with the com 
adless, “The Devmopment or tne Extension Ideal in the Association 
of Land-Grant Colleges and Universities” made m 1944, W. A Lloyd, Executive 
Secretary of the Association, said, “In 1907 ... extension work of some hind was 
underway m each of the 39 states reporting.” 

® In Tex^, the first three extension specialists had the following titles. Specialist 
m Rural Organization, Specialist in Diversification and Cooperative Marketing, 
and Spec^Kt m EuraJ Credit From the Annual Eeport, Agricultural and Me- 
chamcal College of Texas, 1913-14. 
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Due largely to new marketing projects, the total is estimated now 
to be well over 300.^ 

Of the total Extension specialists in Agricultural Economics, 
thirty-one percent are designated either as Economists or Agricul- 
tural Economists, twenty-six percent have titles as Farm Manage- 
ment Specialists, whereas seventeen percent are Marketing Special- 
ists. The remainder have a variety of titles. Among these are Special- 
► ists in Land Planning, Supervisors of Test Demonstration Farms, 
and even a Readjustment Specialist.® 

Neither uniform statistical reports nor job descriptions are re- 
quired of State Extension Specialists Consequently, nationwide 
summaries of their activities are not too reliable. Yet the official 
county agent report does provide helpful information in classifying 
the programs of state and county workers. This report is based 
only on days devoted to specific projects in a county. According to 
the report, economic specialists just about evenly distributed their 
time between farm management and marketing, occupying the 
remaining time (less than 10 percent of the total) with “General 
Economics.”® 

No information is provided in official reports to gauge properly 
the amount of Extension work in the challenging field of public 
policy. A survey indicates, however, that the Extension Economics 

* Reported by L. M. Vauglin, Extension Economist, Extension Service, United 
States Department of Agriculture, August 17, 1948. Vaughn cited other related 
facts “There was practically a doubling of Extension Economists between 19^9 
and 1930. . . These figures do not include the expansion and contraction which 
took place from 1938 to 1942 under the name of program planning and land use 
planning This group represented a high "of about lOO^speciahsts in 1940 While this 
work was largely under the supervision of Extension Economists, it was not thought 
of as a subject matter project.” 

s Workers in Subjects Pertaining to AgriciMure in LandrGrant Colleges and Experi- 
ment Stations, Miscellaneous Publication No 625, United States Department of 
Agriculture, July, 1947. 

® County Extension Agents annually report the number of days that they devote 
to the vanous’^fields of work and the number of days that specialists spend in the 
county on specific assignments. Of course, there are many hazards in such a report- 
mg system. For example, days devoted to marketmg do not necessarily mean the 
economics of marketing Furthermore, it is probably an understatement to say that 
about 8 percent is all the time devoted to outlm>k. There is no doubt a tenden<qr to 
report as outlook only the general meetmgs called for that purpose. Much of the 
outlook work b doubtless included, particularly in connection with commodity 
meetings, under marketmg and distribution The table below is from the 1947 
Annual Report for Extension work in the United States 
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staff devoted some twelve percent of its time to problems in this 
area.’ 

The survey also considered the distribution of the Agricultural 
Economics staff as to Resident Instruction, Research, and Exten- 
sion. Forty-four percent of the staff members were in research, 
thirty percent in extension and twenty-six percent in resident in- 
struction. 

Public 'policy receives more attention in terms of man months in < 
resident instruction than in research or extension. As to farm man- 
agement and marketing, there are more staff members in research 
and extension than in resident instruction. As compared with ex- 
tension, research leads in the number of the staff working on farm 
management and marketing projects, but extension gives more 


Days Devoted to Farm Management, General Economics, & Marketinq 
IN THE Counties — ^United States, 1947, as Reported by All 
County Agents (Home, 4-H, and Agricultural) 



By State 

Extension workers 

By County 
Extension workers 

Days 

Percent 

Days 

Percent 

Farm Management 

7,457 

47 S 



General Economics 

99S 

6 3 

19,846 

9 7 

Marketing and Distribution 

7,306 

46 4 

9S,64S 

is 3 

Total Days 

15,755 

100 0 

204,689 

100 0 


Outlook Information Separate from Above Chart 



By State 

Extension workers 

By County 
Extension workers 


Days 

Percent 

Days 

Percent 

Farm accounts, individual 
management problems, farm 
credit, etc. 

Outlook Information 

6,106 

1,351 

38 7 

8 6 

75,483 

16,718 

36 8 

8 2 

Total Farm Management 

7,457 

47.3 

92,201 

45 0 


This survey was made through questionnaires in March, 1948. Thirty-four 
states reported. Those states jiot reporting were Alabama, Colorado, Delaware, 
Georgia, Idaho, Massachusetts, Mmnesota, Montana, New York, North Dakota, 
Oklahoma, Tennessee, Wisconsin, and Wyoming, 
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attention to public policy.® 

Another matter of interest is the administrative relationship of 
Extension specialists to members of the staff serving the other two 
divisions. This relationship is difficult to summarize. The following 
information from Mr. Vaughn of the Federal Extension office, 
however, is enlightening. 

“After talking with others here, and after arbitrarily placing a 
State in one of three categories, they run as follows: About 18 
states operate with separate Extension set-ups; 18 as Departmental 
units; and 12, for all practical purposes, function as Departmental 
groups, but have separate identity. I "would like to add that in 
giving you this summary, there were a number of states that could 
have been placed in one group about as easily as another. There 
were others who were changing their set-ups and are now in sort of 
a transitory stage/*® 

The chairman recognizes that he has given only a general picture 
of extension personnel and programs within the framework of 
Agricultural Economics. It is not a fixed setting but a dynamic one. 
This brief summary at best is only a “reading” on a very active 
and widely dispersed venture in mass agricultural education. 

The recognition extension work is being given at this annual meet- 
ing of the Association is another step up the professional ladder for 
Extension Economists. Many in and out of Extension have been 
inclined to feel that in the years past. Extension specialists have 
not contributed to the program of the Association, or shared in the 

® Ibid. See table below for ratios computed from the 34 completed questionnaires 
received- 

Eatio of Aobicultural Economics Staff in Rebeabch and 
Extension as Compared with Resident Instruction 


Division 

Farm 

Manage- 

ment 

Market- 

ing 

Pubhc 

Policy 

Other 

Total 

Res Instruction 

1 00 

1 00 

1.00 

1 00 

1.00 

Research 

S 17 

2 45 

.67 

1.01 

1.74 

Extension 

1 55 

1.59 

69 

51 

1.16 


® Part of a letter received from L M, Vaughi^ Extension Economist, Extension 
Service, United States Department of Agnculture, Washington, D. C., August 17, 
1948. 
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confidence of its leaders, as they should. This roundtable provides 
the opportunity for erasing such misgivings. 

Extension Specialists in Economics, to use the vernacular, have 
come a long way. And to my mind, there is an attendant corollary — 
we have come up the hard way. Extension administrators have been 
drawn largely from the physical sciences.^" In the development of a 
well-rounded program in Agricultural Economics, resident instruc- 
tion led the parade, followed by research, with extension as a late 
starter. There was the trying task of winning professional prestige 
from fellow scientists on the one hand and in the eyes of the “dirt 
farmer” on the other. 

Today, our discussion centers on Extension Methods. There can 
be no more important topic. The significance of this is reflected in 
the stacks of un-called-for bulletins written by some specialists 
indifferent to proper methodology. Farmers noisily leaving during 
a community meeting, as occasionally happens, is further evidence 
of the importance of sound methods to effective Extension pro- 
grams. 

In view of the importance of methodology, four well-qualified 
Extension Economists have been asked to discuss significant 
phases of useful techniques in four Extension programs. These are 
agricultural policy, marketing, farm management, and economic 
principles- 

In twenty-two states there are one or more Extension administrators who have 
held appointments as Extension Economists or who have done graduate work in 
Economics leading toward advanced degrees. Among these are H. B Baker, Assist- 
ant Director, Arizona, C. 0 Youngstrom, Assistant Director, Idaho, T P. Cooper, 
Director, Kentucky, H. C. Sanders, Director, Louisiana, W A Munson, Director, 
Massachusetts; and H. A Berg, Assistant Director, Mic^gan. From a report pre- 
pared by Z. L Galloway, Extension Economist, Extension Service, Umted States 
Department of Agriculture, Washington, D. C., September 7, 1948. 

Of course, social scientists are ei^emely fortunate in having Director M. L. 
Wilson as the national head of Extension work. He is not only internationally known 
for his work m a^cultural economics and rural sociology, but his general guidance 
and unswerving interest and confidence have helped tremendously throughout the 
nation in securing expansion and improving the Extension programs gear^ toward 
the ecoTumio life of the farmer 



USEFUL TECHNIQUES IN AN EXTENSION PROGRAM 
IN AGRICULTURAL POLICY* 


J. Cabboll Bottbu 
Purdue University 

A GKICULTURAL policy decisions depend not only upon eco- 
ji\^ nomic factors but also upon one’s philosophy of the function 
of government and the national and international political environ- 
ment in which we are operating at any given period. For this reason, 
the approach made to problems in the public policy field becomes 
particularly important as well as the techniques used. Public policy 
questions do not lend themselves to precise answers. There are 
usually a number of alternatives depending upon the assumptions 
made. They, likewise, often deal with areas concei^ping which the 
farmer does not have first hand experience and knowledge. 

P It is particularly important in this field that the educator makes 
clear his assumptions and so conducts himself that he does not 
appear to have a bill of goods to sell because of either his personal 
beliefs or political bias. His approach must be one of working 
through the problem and analyzing the various alternatives to see 
where each may lead. Insofar as possible, the principles and illus- 
trations should be drawn from experiences of the participants- Just 
as we go to the margins in our economic theory we must go to the 
extremes in illustrating points in public policy. For example, a 
proposal to support the price of buggy whips at 90 percent of the 
1910-14 parity helps illustrate a principle that may be more diflS- 
cult to see when applied only to agricultural products. 

Timing is particularly important in doing work in this area. In- 
formation on public policy questions should be gotten out ahead of 
the time when the decision is being made and positions have been 
taken. Yet, educational work can not be done on particular issues 
too far in advance when there is no interest in the issue. 

Because of the controversial nature of the problems involved in 
agricultural policy, they can best be presented to small groups where 
there is ample opportunity for full discussion. Therefore, as the 
first technique, I should like to suggest the discussion approach. 
As a basis for the discussion, factual tables and charts illustrating 

* A paper given at the Annual Meeting of the American Farm Economic Assod* 
ation. Green Lake, Wisconsin, September 16, 1948. 
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the problems and principles involved may be effectively used. It is 
desirable that the sources of all data be clearly given so that if any- 
one questions the data it may be readily checked. Needless to say, 
the most reliable and respected sources in the eyes of the group 
should be used. In the use of such handbooks in Indiana we have 
avoided written interpretation of the data other than certain fac- 
tual statements. In most states there are local or township groups 
associated with the farm organizations or other organizations which 
meet regularly. In certain instances materials have been prepared 
along the agricultural policy line for these groups to use as the basis 
of their discussion. The discussion is then handled by the local 
leader. We need to provide the materials and help create the en- 
vironment for self-education in the policy area. 

The larger meeting where the lecture method is used has its place 
in an educational program in agricultural policy. However, its use- 
fulness in this field is more limited than many other fields. In the 
present stage of development it appears to me more desirable to 
work with the Agricultural leaders. This may be at the county 
level or at the state level. Public forums on a state basis or a district 
basis where authorities in the various public policy fields may be 
brought together have proved a useful technique for extending in- 
formation in public policy. 

The distribution to leaders of circulars, bulletins, and talks by 
prominent individuals taking different viewpoints may be used 
effectively. Here again, every effort must be made to bring to- 
gether the different viewpoints so that the materials sent out do not 
appear as one sided. The “Agricultural Policy’’ quarterly published 
by the Iowa State College Press meets a real need in this area. 

Extension personnel may make a contribution working directly 
with committees, farm organizations and groups who are taking 
definite positions or making definite recommendations in connection 
with the agricultural policy. In this capacity, the specialist must 
be careful to recognize that his function is one of presenting facts 
and interpreting them to the group he is assisting rather than allow- 
ing himself to be drawn into taking a position and in helping make 
the decision that should be followed 

Movie films may be used to get across certain general ideas. The 
picture “Round Trip,” prepared by the Twentieth Century Fund, 
is probably a good example of a film in this field which has helped 
people to understand some of the problems of international trade. 
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Featured articles in agricultural weekly and monthly publications 
may be used to a limited extent. 

One of the necessities for developing an extension program of 
agricultural policy is a more thorough understanding by the 
county agricultural agents of the problems involved in agricultural 
policy and the importance of working in this field. This training 
may be done at district county agent conferences, at annual con- 
ferences and through special courses. Coupled with this must be a 
stepped-up research program in the policy field. 

Educational programs in agricultural policy are relatively new 
among the extension activities. Problems in this area, however, 
are becoming increasingly important to the farmer The extension 
service job is to help the farmer with his problems. Therefore, this 
is an era in which we must give added service. In so doing we must 
obtain the confidence of those with whom we are working in regard 
to our objectivity. This means we must avoid the sensational and 
not attempt to move so fast on any issue that we appear to be ad- 
vocates of a certain program. Education is relatively slow in this 
field as in all fields, but if we build it soundly I believe farm groups 
and farm people will come to have the same confidence in our 
analysis of problems in this field as they now have in the produc- 
tion, the farm management, and the outlook fields. 



USEFUL TECHNIQUES IN AN EXTENSION 
MARKETING PROGRAM* 

L. F. Sticb 
University of lUinms 

T HF/ most obvious approach to a discussion of this topic would 
be to list and evaluate the teaching methods most commonly 
used in extension and to illustrate how these have been used in 
certain marketing projects. Certainly the effective use of market 
tours, radio, written materials, meetings, and discussion groups 
could be discussed by extension workers with profitable results. At 
present, however, I am more concerned with what has been termed 
“approaches*’ to doing extension marketing work rather than with 
specific teaching aids. 

Because of the numerous phases of marketing work which need 
attention, the specialized problems for particular products, and the 
different groups of people involved, the major problem for most 
state extension marketing economists is to decide how they can 
most effectively use their time and resources. The Extension Serv- 
ice IS responsible for an educational program in marketing which 
in part includes * providing and interpreting market news and out- 
look information; organizing and guiding farmer cooperatives; ex- 
tending and improving grading and inspection services; promoting 
programs to increase the consumption of agricultural products; 
keeping producers, processors, distributors, and consumers in- 
formed as to the economic significance of new developments 
in processing, packaging, and merchandising; and providing in- 
formation to handlers and other market intermediaries on methods 
of improving operating efficiency. 

More specifically the problem is to develop procedures for reach- 
ing and working with the various groups of people, i.e., producers, 
handlers, and consumers. From my own experience I am led to 
believe the most effective approach is, first, to gain the confidence 
and respect of those actually engaged in carrying out the marketing 
processes. We gain this confidence, are called upon for help in 
solving acute marketing problems, and are in a better position to 
initiate long-time improvements only if we are thoroughly familiar 

^ * A paper given at the Annual Meeting of the American Farm Economic Associ- 
ation, Green Lake, WscoDiin, September 16, 1948. 
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with conditions peculiar to each commodity. In business parlance, 
an extension marketing economist must build up a “clientele*’ of 
people who are interested m a particular commodity or marketing 
problem. Unless the extension worker is considered somewhat of an 
authority in specialized marketing subject-matter, he is not likely 
to have a very large “clientele.** 

Obviously, it is not possible for one extension marketing econo- 
mist to be an authority in several commodity fields. And in states 
where there are only one or two people in extension marketing a 
more general approach is almost essential. 

Our situation and program in Illinois may illustrate both ap- 
proaches, i.e., the commodity and service approach and the general 
economic approach. At the College we have teaching and research 
specialists in each of four commodity fields but only two men in 
extension marketing. The two persons with extension appoint- 
ments have had the major responsibility for outlook and agricul- 
tural policy projects and have had little time for work along com- 
modity and organizational lines. In addition to our College staff 
there are several well-staffed farmers* cooperatives operating in 
the important commodity fields. In general, the personnel of these 
organizations have taken care of the promotional and specialized 
service needs. 

Under these circumstances we have felt our major contribution 
should be to provide farmers, their leaders, and trades people with 
factual economic information which would guide their policies in 
developing new programs and adjusting methods of operations. 
More often than not, requests for this type of assistance come 
direct to the person in the teaching and research who is specializing 
in the commodity with which the people are concerned. The exten- 
sion staff has frequently helped with investigational studies which 
might be needed to answer specific questions or to point out de- 
sirable adjustments in marketing procedures. 

Participation in these studies by the extension economist has not 
only increased his knowledge but has also provided a valuable 
contact with farm leaders and trades people which later has been 
useful in the conduct of broader projects. 

Our present program is grain elevator management training 
illustrates this point. Because of contacts made in grain elevator 
studies and surveys, we were able to get the country grain trade, 
both independent and cooperative, to co-sponsor this program. As 



69 £ 


L. P. Stick 


a result of their participation, we believe the type of instruction has 
been superior and the general success of the program greater than 
it could have otherwise been. 

As specific projects have led into more general programs, like- 
wise general educational programs have given us the opportunity 
to work with leaders on specific commodity problems. Our fall 
livestock outlook meetings are an example. They are planned and 
participated in by the Departments of Agricultural Economics and 
Animal Science of the College, the Illinois Agricultural Association, 
and the cooperative marketing agencies serving the state. Largely 
because of this project we attend quarterly meetings of managers 
and directors of these cooperatives where livestock marketing 
problems are discussed. Thus we have a medium for keeping in 
close contact with developments and an opportumty to work on 
specific phases of livestock marketing which need attention. 

A somewhat different approach m extension teaching was used 
several years ago with some success. The Department of Agricul- 
tural Economics held a series of agricultural economics study school 
for farmers at the county level. Reference and discussion outline 
materials were prepared and placed in the hands of those enrolled 
prior to the meetings. The topics dealing with marketing were 
“Basic Facts about Marketing,” “Basic Pacts Concerning Coopera- 
tive Marketing,” and “Increasmg EflSciency of Marketing.” Be- 
cause of the increasing demands on our time from other projects 
we discontinued this project during the war. It is significant, how- 
ever, that after ten years we still have requests from individual 
farmers for these schools. 

In summary, I believe the most effective extension teaching in 
marketing must be done with leaders and agencies who are occupied 
with day to day marketing problems. We can only gain and main- 
tain the confidence of these people and have the opportunity to 
advise if we are well informed along the lines in which they are 
interested. Once we have this confidence 'we are in a position not 
only to render invaluable service in an advisory capacity, but we 
can also obtain information which is essential if we are to suggest 
improvements. 



USEFUL TECHNIQUES IN AN EXTENSION PROGRAM 
IN FARM MANAGEMENT* 

Z, L. GaiiLowat 

C7. S* Deparlmeni qf Agntmliure 

F arm management extension as it is carried on in the States 
today IS broad and diverse. It includes educational work on 
farm management phases of farm planning and county planning, 
farm records and their analysis, enterprise records, farm surveys, 
farm business problems, farm labor utilization and efficiency, farm 
tenure, economic information and outlook, statistical information 
service to State and county extension workers, farm finance, land 
utilization, and national policy and economic forces. The problem 
of keeping up to date and abreast of new technical developments in 
the subject matter field as well as in educational procedure is an 
important part of the specialist's assignment. 

Numerous techniques have been used in carrying on extension 
programs in the broad field of farm management. Some of them 
have been very effective; others not so effective. Our need now is 
for techniques which will reach a maximum number of people with 
the limited amoimt of trained personnel available: Training of 
agents and farm leaders has materially increased specialists* effi- 
ciency in some States where definite attention has been given to 
this angle of the work. 

To be more effectiye m our farm management education, we 
must endeavor to make the subject matter simple and interesting 
rather than complex, confounding, and confusing. We must spend 
more time, whatever the technique, thinking about our audience 
and its level of understanding, and then prepare our material so it 
can be understood by that audience. 

In the time available to me, I would like for us to take a look at 
some of the teaching techniques used in farm management which 
have proved or promised to be more effective in reaching farmers. In 
order to s^ve time, point up the discussion, and possibly be more 
specific, let us take a recognized farm management problem and 
examine a few of the extension techniques which may be used 
effectively in the teaching process. I think the problem of proper 
land use will serve our purposes quite satisfactorily. 

* A paper given at the Annual Meeting of the American Farm Economic Associ- 
ation, Green LaJce, Wisconsin, September 16, 1948. 
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In order to generate interest in the problem and suggest possible 
methods of solution, the illustrated lecture may be used effectively. 
It makes use of shdes, models, charts, and other means of illustrat- 
ing the ideas presented, in terms which the audience can under- 
stand and appreciate. Color slides from local farms are more effec- 
tive; however, charts, graphs, and diagrams can be used to good 
effect preferably by photographing with appropriate settings. Brief 
mimeographed notes or some printed summary of the lecture con- 
tent which may be handed out at the close of the discussion, are 
helpful as take-home material. 

Group discussion also may be used to increase interest in the 
subject, develop a feeling of need, and a desire to do something 
about the problem on the individual farm. This technique has been 
used in a limited way by extension workers for many years. It is 
doubtful, however, if its full possibilities have been realized in the 
field of farm management. The process is based upon the fact that 
everyone likes to talk and express himself or at least ask questions. 
In farm management its value also is based upon the fact that oper- 
ating farmers have experience and information of value to their 
neighbors and the further fact that all wisdom in the field is not 
resident on tfie college campus. The type of procedure used in con- 
ducting the discussion is not too important. It is important to or- 
ganize the group so that everyone has an opportunity to hear and 
be heard, to express his opinion, and to disagree with the other 
fellow. There are, of course, recognized principles for effective 
group discussion which should be followed for best results. 

The many forms of written or printed material, from circular 
letters and news stories to bulletins, may be used to generate inter- 
est or to give specific information about our problem of proper land 
use. Handled with skill, the written word can be effective in farm 
management education work. Too often, however, we have failed 
to give full consideration to the readability of our writing. We have 
written with our fellow workers in mind rather than the farmer and 
his family. 

In our extension readability unit in Washington we have been 
measuring the reading difficulty of our extension publications to 
find out whether they are pitched at the best reading level. While 
economic material is probably among the most difficult to write 
for easy reading, some of our extension eponomists have succeeded 
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in doing just that (EXHIBIT of State extension publications on 
economic subjects rated average reading level or below). The im- 
portant thing is to consider your potential reader and his reading 
ability, and prepare your material so he can read it with ease. Many 
of you are familiar with the study made by Wallaces" Fairmer which 
indicated that “plain talk” increased readership 45 percent to 56 
percent. 

The farm tour is another teaching technique which we may use 
effectively in connection with our problem of proper land use. It is 
a most effective method of teaching farm management facts when 
properly handled. While we know many elements of success of farm 
tours, much remains to be learned about the most effective methods 
of planning and conducting them. In some States extension econo 
mists have had success in tying in a competitive angle to add inter- 
est. In a current publication on Extension Methods, the Montana 
Extension Service, for example, devotes seven pages to effective 
methods of handling tours. 

In connection with our problem of proper land use, the method 
demonstration may be used effectively. In open weather the dem- 
onstration can be made on the farm w^here the various soil types or 
land use classifications can be pointed out and the best methods of 
rearranging farm layout to secure good land use can be discussed 
During unfavorable weather proper land use can be demonstrated, 
not so well, perhaps, with the use of a farm map, kodachrome slides, 
and other visual aids in a comfortable room. While careful plans 
must be made in advance, the method demonstration has great 
possibilities in the field of farm management as a substitute for the 
straight lecture. It is calculated to show the listener how to do the 
job step by step, let him ask questions, and possibly do the job him- 
self for his own farm. 

Work forms which the farmer can use in thinking through his 
problems must be developed for use in the demonstration if it is to 
be effective in most farm management teaching jobs. Often the 
make-up of these forms is the most significant factor in the success 
of the teaching process. In our problem of proper land use, for ex- 
ample, the skill with which the work forms are prepared and pre- 
sented determine in large measure the amount of learning taking 
place. Likewise, in the farm management phases of farm planning 
the construction of the forms used is an important element in the 
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success of the educational processes taking place and in the portion 
of the plan carried into action. Thus working forms become an im- 
portant teaching device in this field. 

The result demonstration also may be used advantageously to 
inform farmers about proper land use, the results that can be ex- 
pected, and to move them to action. For many purposes in farm 
management education this technique can be used best in connec- 
tion with the farm tour. Thus organized groups of farmers can 
observe the results of improved farm organization and manage- 
ment. In the past much of our extension teaching in effective farm 
organization, farm planning, farm layout, farm labor utilization, 
farm records and the like, has utilized this techmque. There are, 
however, further opportunities for increasing the effectiveness of 
this accepted extension method in the field of farm management. 
We need to keep in mind that from an educational standpoint the 
result demonstration is useful only as a means to an end and not 
as an end in itself. 

While I have used this one problem of proper land use to bring 
out a few of the teaching techniques useful in the farm manage- 
ment field, these same techniques can be used effectively with other 
phases of farm management education. I realize, of course, that I 
have not mentioned many of the educational techniques which are 
useful in the field of farm management. 



USEFUL TECHNIQUES IN AN EXTENSION PROGRAM 
IN ECONOMIC PRINCIPLES AS APPLIED TO 
AGRICULTURE* 

WaIiLACB Ogg 
Iowa Siaie College 

I BELIEVE it IS generally recognized in adult work that we do 
not have a program of teaching principles as such. We teach 
principles related to a problem as we study the problem. 

Let us begin by a brief consideration of the economic principles 
that apply to agriculture. In general, we may say that wherever the 
necessary resources are scarce and there are competing ends to be 
maximized from the use of these resources economic principles 
apply. 

The important tools for the analysis of problems in farm manage- 
ment are those supplied by economic principles. Given sujEcient 
information these principles could give us mathematically exact 
answers. In lieu of this information they form the basis for judg- 
ment about what size, in terms of resources used, the business 
should be; allocation of resources between the enterprises on the 
farm; and the practices that are consistent with the limited re- 
sources, The theory for meeting the problems of price and produc- 
tion uncertainty are much less precise but do serve also as guides 
to judgment. 

In home management also the really significant problems can 
only be analyzed in the framework provided by economic princi- 
ples. The problem is a maximum of family satisfaction from various 
family goals, like health, security, and community participation. 
The scarce resources are income, family skills, time, and the inven- 
tory of things the family has for living. 

Also in the area of public policy economic principles are an im- 
portant tool for understanding and analysis. Price policy, trade 
policy, the problems of congestion of underemployed people, to 
mention only a few, all require for analysis economic principles. 
The problems of inflation and employment, so important to agricul- 
ture because of their effect on price instability, may be understood 
only by using the tools furnished by the general theory of expendi- 
tures and their effect on employment of resources. 

* A paper given at the Annual Meeting of the American Farm Fconomic Associ- 
ation, Green Lake, Wisconsin, September 16, 1948, 
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To teach farm people the things we are interested in teaching 
them it is necessary that we teach these principles and their applica- 
tion. It is no easy task. 

The question is, how can we do it? 

There are two alternatives I should like to mention. The first is 
in general use. The second I should like to propose for consideration. 
The first is to make no explicit reference to the principles but to 
illustrate them, hoping to teach the ideas from our illustrations. 

The second is to state the relevant principles as simply and clearly 
as possible, then to relate all of our illustrative material to the prin- 
ciples. This technique runs the risk of frightening people. They may 
feel we are too abstract and we may lose them at the start. Limited 
experience does not, however, justify this fear. 

An important consideration in how to teach principles is to whom 
should we teach principles? May I suggest a priority rating? 

We should begin at home. We ought to see to it that our own 
staff has a thorough understanding of the principles. 

Second in the priority scale is teaching the principles to our pro- 
duction specialists; then, in order, to our county extension staff; to 
county and state volunteer leaders, and, finally, to the rank and 
file. 

We have had some recent experience at Iowa State in teaching 
all these principles to all of these different groups and the results 
have been encouraging. 

We recently added to our staff in economics a man with his grad- 
uate training in Animal Husbandry and with very little training 
in economics. We think we are on the way to making him into an 
economist well founded on economic principles. 

Two years ago we tackled the job of teaching the general theory 
of expenditure and employment to a group of state and county 
farm leaders in one two hour session. They liked it well enough to 
ask for a similar session once a month. 

We have tried teaching the theory of the firm as background to 
farm management with numerous groups of farmers, specialists 
and county agents. With one farm group we deliberately pitched it 
at a level we thought they might have trouble following to see what 
could be done. Two months later the county agent called on us and 
quoted several people as saying that that meeting grew on them. 
It dealt with the real problems. They asked hiTn to have us back 
for more. 
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We are convinced that rather difficult principles can be taught, 
as principles, to any of these groups if they apply to problems in 
which they are interested. We believe that by so teaching principles 
we can eliminate confusion and teach our subject matter for clearer 
understanding. 



RESEARCH METHODS 

Chairman: Warren C. Waite, University of Minnesota 
RESEARCH IN PUBLIC POLICY* 

W1LI.ABD W. COCHBAKB 
The Pennsylvania State College 

L 

W HEN Warren Waite asked me to prepare a paper for these 
meetings on the subject of research in public policy, I ac- 
cepted readily for I have a keen interest in this field of work. But 
when I began to write I found it exceedingly difficult to know where 
to begin or what to say. There seemed no accessible handles by 
which to come to grips with the problem. I made little or no progress 
until I asked myself the specific question and tried to answer — 
what do we mean by research m public policy? They by the process 
of eliminating untenable definitions I arrived at a definition of re- 
search in public policy which seemed to be workable. 

Research in public policy, it seems to me, must mean that analyt- 
ical work concerned with tracing the consequences of 'pursuing a given 
pohcy. Public agencies, in their pursuit of a given policy, cannot 
help but create stimuli — stimuli which set in motion forces or se- 
quences of events, which have ultimate consequences. And since 
we are economists it may be assumed that we are concerned pri- 
marily with economic consequences. Although the economist may 
on occasion be called upon to serve as a generalist or to contribute 
to a general project which seeks to trace all consequences which 
flow from a given stimulus, for too great specialization in this field 
can confuse rather than aid the policy maker who must be con- 
cerned with the whole gamut of ends, values and interests. 

At this point it does not matter whether a given policy involves 
action of a positive nature or the absence of action. The failure to 
act can serve, just as potently as action itself, to set up interactions 
having ultimate consequences to some or all of us. Further, for 
purposes of research the policy action employed as economic stimu- 
lus may be historical, current or assumed; an analysis stemming 
from a postulated stimulus may prove more useful in this policy 
field than a historical one. 

* A paper riven at the Annual Meeting of the American Farm Economic Associ- 
ation, Green Lake, Wisconsm, September 16, 1948. 
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To illustrate research along the lines discussed above let me cite 
three examples from an extremely limited field. The first and most 
comprehensive is the study made by Nourse, Davis and Black under 
the auspices of The Brookings Institution in 1937 entitled Three 
Years of the Agricultural Adjustment Administration, The conclu- 
sions of this study are not as sharp as a person seeking counsel 
might desire, as there does not appear to have been complete 
unanimity among the three authors. Nevertheless, it is a good exam- 
ple of a full-blown research job in public policy where the re- 
searchers appraise the consequences of a given program in American 
agriculture. Some years later Professor Schultz and O. H. Brownlee 
at Iowa State College in a bulletin entitled Effects of Crop Acreage 
Control Features of AAA on Feed Production in 11 Midwest States 
did another job on the Triple A. Their study is not so comprehen- 
sive as that of Nourse, Davis and Black but it is more precise in 
nature, makes greater use of quantitative information, and comes 
out with sharper conclusions. The consequences of crop control on 
feed production are clearly shown. To cite one more example, 0. H. 
Brownlee in the Journal of Farm Economics, February 1948, 
m a short article entitled “Marketing Research and Welfare Eco- 
nomics’' does, it seems to me, an exceedingly good job in a purely 
qualitative way of appraisingthepolicy consequences of the Research 
and Marketing Act of 1946. Here the author, despite some fancy 
economic “lingo,” traces the policy consequences of the act in 
terms of income expectations in a way that should give pause to 
those responsible for the administration of the Act. 

Too often we do not get this latter type of research in public 
policy. Rather, we get policy statements of an editorial nature. This 
is not to argue against the presentation of informed opinions. In 
absolute terms I think all too few statements of this type have been 
prepared by qualified agricultural economists. The older men in 
our field who have had much experience in research and with the 
workings of action programs owe it to the public to make personal 
statements on agricultural policy. But let me hasten to add that 
statements of opinion need not and should not become the exclu- 
sive field of elder statesmen. Otherwise this paper would never 
have been prepared for it too represents a statement of opinion on 
policy. 

Now that we have paid our respects to opinion writing, let us not, 
in our zest to present a case, particularly on broad national issues 
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that are not easily managed in an analytical way, confuse an in- 
formed opinion with research in public policy. By research in public 
policy we mean a study of the economic consecpiences flowing from 
actions taken (or considered) in the pursuit of a given policy; un- 
fortunately rigorous research of this type has been a rare product in 
our field. Hence, this paper represents a plea for more research in 
the economics of agriculture which has as its subject matter the 
consequences of public action. 


II. 

In the field of agricultural economics it would seem that research 
in public policy is most often assumed to be the proper domain of 
government — ^particularly the Federal Government. This follows, 
I guess, from the fact that the Federal Government, over the past 
two decades, has pursued policies in agriculture involving many 
and varied action programs. But the plain facts are that the Fed- 
eral Government, with its many agencies concerned with agricul- 
ture, is a poor and illogical place in which to carry on research in 
agricultural policy. Moreover, little intensive analytical work con- 
cerned with policy and its consequences does actually get done in 
the government. And if we reflect for a moment on the function of 
government, I think it will become clear why government research 
agencies caimot easily and readily do research in public policy. The 
Federal Government is organized and administered by political 
organizations or groups owing allegiance to countless and varying 
interests. A political group^comes into power by promising to carry 
out certain policies and remains in power so long as the policies 
which it does pursue satisfy a coalition of forces which can main- 
tain it in power. Thus it is illogical to expect a political adminis- 
tration to conduct research in the field of policy which may prove 
damaging to itself. I am not saying now that a political administra- 
tion as it exists in the United States Department of Agriculture is 
not concerned with policy; on the contrary, policy is its principal 
concern. The compronoising of special interests to mold a policy 
which will command the support of a dominant coalition of forces 
is the major activity of a political administration. 

But to return to research work in the U.S D A.; research work 
in the field of economic pohcy more often resembles a legal brief 
than the product of a professional economist. The policy research 
that takes place in the Federal Government is more often concerned 
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with the support or defense of a policy than with an analysis of 
its consequences. Here, then, is the problem of conducting pohcy 
research in government. The party or group in power must of neces- 
sity be prejudiced in its own behalf. Consequently it must demand 
that research in policy be conducted in such a way as to support it, 
not detract from it. 

There are exceptions of course. There are certain men in the 
Federal Government that all of us know who are so interested m 
policy and are endowed with such creative talents that regardless of 
the situation or the demands of politics they will do research m 
policy in the sense developed here. Also, there are periods in the 
development of new policies or new agencies or new programs, usu- 
ally early m their development, when the administrator consciously 
seeks unprejudiced analyses pf the economic consequences of this 
policy or that. But these are the exception. The norm, in the field 
of policy research, is that of producing reasoned arguments to 
support pohcies already formulated through political compromise. 

What, then, should we expect in the way of research from govern- 
mental research agencies? On the basis of past experience and the 
logic of the argument developed above I would say that economic 
research in the government, and in this case the tJ.S.D.A., must be 
primarily concerned with the ineasuremeni; of economic phenomena. 
The federal agencies have demonstrated their ability many times 
over in the collection of statistical material, in its assembly and 
refinement, and with the final descriptive measurements of economic 
activity. The federal agencies concerned with agriculture have the 
funds for the costly collection of statistical data; also, this type of 
research activity avoids the nasty distribution implications of 
political significance so often associated with economic analysis 
and almost always associated with policy analysis. Hence, I am 
inclined to believe that concern with economic measurement will 
dominate government research in the future as it does at present. 

This brings us to the role that Colleges of Agriculture in the 
Land Grant Institutions should play in the field of policy research. 
I would argue that in the past research in policy has by and large 
been neglected in the State Colleges of Agriculture. The typical 
research project in the typical Department of Agricultural Econom- 
ics is concerned with a non-policy problem within the State. Very 
often these projects involve a brief survey, some analysis of the 
information gathered, and the presentation of conclusions or recom- 
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mendations. With this I have no basic disagreement* But I would 
argue that a larger proportion of land-grant research resources 
be oriented toward research m economic policy. 

Perhaps the State Colleges of Agriculture have felt that the 
proper place for research in public policy is m the Federal Govern- 
ment where the formulation of economic policy and its execution 
are largely carried out in the field of agriculture. If this is the 
reason for neglect in the field of policy research I hope sufficient 
argument has been presented to indicate the fallacy of such think- 
ing. Perhaps the cause of the neglect stems from the fact that re- 
search projects in the field of public pohcy are considered difficult 
to formulate and not easily manageable — that research in public 
policy does not lend itself to the rigorous type of analysis usually 
associated with scientific work. If that is the cause of the general 
neglect I hope that an adequate methodology will be developed 
later in this paper to eliminate that cause. 

As with all generalizations, iliere are exceptions. Certain of our 
Colleges of Agriculture have, in well-defined periods of their his- 
tory, taken a keen interest in public policy, e g., Cornell, Wisconsin, 
Minnesota and Iowa State. And I am convinced that it was the 
concern of those institutions with public policy, even though 
research in the sense defined here may have played a small role as 
compared with the preparation of informed opinions, that made 
those institutions great and influential in our field. Further, a cer- 
tain amount of rigorous research in public policy has, over the past 
two decades, been going on in private institutions. Considerable 
research effort has been concentrated in the field of agricultural 
policy at the Universities of Harvard, Chicago, and Stanford and 
The Brookings Institution. And there is every reason to believe 
that such work will continue. Thus, a slender but nevertheless im- 
portant work has been going on over the years. 

Only two difficulties arise with the work that has been done in 
the past: (1) there has been too little of it, and (2) there has been 
a tendency to confuse precise analytical work in the field of public 
policy with statements of an editorial nature based on value judg- 
ments. To overcome the first difficulty, it is obvious that more im- 
portance must be attached to this type of research and more re- 
sources devoted to it. But to overcome the second difficulty, notably 
the tendency for research in public policy to take the form of edi- 
torial statements at best or to degenerate to the level of bar-room 
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arguments at worst, it seems necessary to spend some time on re- 
search methodology 


m. 

I have repeatedly emphasized in this paper the role of conse- 
quences in policy research, perhaps to the point of boredom, but 
I hope not. I have placed strong emphasis on the consequences of 
action in policy research for two principal reasons: (1) it is the only 
way to introduce rigor and precision into policy research, and (2) 
the presentation of mformation in the form of the consequences is 
an effective technique for aiding policy-makers in the formulation 
of policy, and for helping the man in the street to choose between 
different policy alternatives. 

As the mechanism of government becomes more intricate because 
of countless interventions in the operating economy, and in our 
case the agricultural segment of the economy, all of us, the legisla- 
tor, the administrator, the farmer, and the consumer, become more 
in need of some way of appraising actions taken by government. 
We need more than the platitudes of politicians, more than the 
prejudiced arguments of special interests, and more than the in- 
formed opinions of public-spirited individuals or agricultural econo- 
mists. For a given policy or program may be good in one context 
and a positive evil in another; may have beneficial effects in one 
period and work havoc in another. Probably m every case the con- 
sequences traced out and defined, and measured quantitatively 
if possible, will disadvantage some and favor others. But if we know 
who it is that is being disadvantaged and to what extent, and who 
it is that is being favored, and to what extent, then the policy- 
makers will be in a better position to redirect present policies and 
formulate new ones. 

This line of thought is not new with me. Most of the ideas pre- 
sented here — ^particularly those that emphasize the consequences 
of policy actions — ^have been stated before and in a more eloquent 
manner by Joseph Spigelman in a series of articles running from 
July through September, 1946, in Harper^ s Magazine, To quote 
from Mr. Spigelman’s article of August, 1946* 

“ ... No policy, no plan or program, no proposal for action, is wrong 
in itself so long as it is intended to satisfy positive needs and not merely to 
harm other people. What is wrong is the effect of satisfying these needs 
upon the satisfaction of other needs. Government regulation, for example. 
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is wrong not because of irrelevant abstractions adduced by the theorist, 
but only to the extent that it impairs freedoms actually valued. A subsidy 
is wrong, not for itself, but only if it disadvantages those not so favored or 
if it proves ultimately disadvantageous to the recipients themselves. What 
alone matters about any course of action are its consequences.” 

But beyond the need for policy research which stresses conse- 
quences, rests the fact that by stressing consequences we are forced 
to conduct research along lines which traditionally have been con- 
sidered scientific. It provides a vehicle for analyzing cause and effect 
relationships with quantitative data It permits us to move out of 
the realm of opinion and toward the realm of fact. And because I 
thinh the failure to understand how to conduct rigorous research 
in public policy has been an important cause of the general failure 
to do this type of research in agriculture, I should like to outline 
the procedural steps in a research project which stresses the conse- 
quences of action: 

(1) We must first choose the poKcy or program or action which is to be 
the focal point of the project Probably we will choose this stimulus 
because it in some way affects us or affects the interests with which 
we are associated. 

(£) We must know and be able to define the economic situation or miheu 
which IS relevant to the action introduced, for it is the dimensions 
of this situation which will be changed or modified by the stimulus. 
If possible, the econonuc dimensions of the situation should be de- 
fined in quantitative terms, indicating, for example, quantity of 
product, income of operators, volume of employment, etc. 

(3) We introduce a government action through the vehicle of a program 
to provide a stimulus and set in motion a sequence of events or inter- 
actions 

(4) We trace and describe the sequences of events or interactions which 
flow from the introduction of an economic stimulus in the form of a 
government program. 

(5) To accomplish (4), we use economic and statistical concepts de- 
veloped for other purposes, correlation analysis, samphng technique, 
demand functions, supply fimctions, time-preference concepts, theo- 
ries of money and employment, and what-have-you. 

(6) The point of all this is to discover who is affected by the economic 
stimulus, and to report how they are affected and to what extent. 

This type of research is obviously not limited to economics or 
agricultural economics. It could, for example, be used just as well 
in a sociological or medical policy inquiry. It may be qualitative or 
quantitative in nature, recognizing, of course, that insofar as it is 
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quantitative in nature and permits measurement, it leaves less 
room for individual interpretation. In brief, a methodological proc- 
ess has been outlined, not an analytical procedure, and the analyti- 
cal procedure will vary with the researcher and the problem. The 
thing to remember in all this is the basic idea of consequences — ^their 
discovery and measurement. 

On a different level, this ty'pe of analysis need not be limited to 
historical acts of yolicy. We may want to concern ourselves with the 
probable consequences of an act that has not as yet been taken (e.g. 
over the past few years, several of us have tried to isolate and meas- 
ure the economic consequences of a Food Allotment Program — a 
program which has not as yet been written into legislation). In 
assuming a policy action, we have for research purposes created a 
stimulus which has consequences. That is all we need to start an 
analysis. And insofar as we can postulate with concreteness the 
economic situation in which the stimulus is to be introduced, we 
can conduct an analysis using an assumed stimulus in a maimer 
just as effective as with an historical one — ^the logic of the procedure 
is the same in either case. 

The type of analysis under discussion here, and by inference 
strongly recommended, may or may not appear novel, depending 
in large measure on how much each of you may have considered 
the problems involved in doing policy research. But I should like 
to point out that there is a certain amount of orthodoxy in the 
process described. It has been used as a pedagogic device many 
times in the past. Alfred Marshall, you will remember, introduced 
in his analysis of rents a tax on hop production in one case, a tax 
on printing presses in another, and a tax on printing materials in 
still another. In each of these cases he traced the economic conse- 
quences on rents and quasi-rents that flowed from the introduction 
of the tax stimulus. Now I ask — why canT present day economists 
plying their trade in the field of agriculture employ the same gen- 
eral procedure? 

IV. 

It is impossible to discuss research in the economics of agricul- 
ture these days without some reference to the Research and Mar- 
keting Act of 1946. It overshadows all else on this topic. But where 
does research in public policy tie into the Research and Marketing 
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Act of 1946? I think there is a close tie between the subject of re- 
search in public policy and the Act. But first we need to look at the 
work going on currently under the provisions of the Act.^ 

The expanded research m marketing under the Act, although not 
exclusively under the direction of the Secretary of Agriculture, for 
some funds under Title I are designated for research in marketing 
in the States, is primarily under the direction of the Secretary 
of Agriculture in the Federal Government. In its research work 
in marketing, the Department of Agriculture is resisting pres- 
sure to make dramatic exposures of irregularities in the market- 
ing system. The persons responsible for research in marketing 
in the Department do not feel that much is to be gained by lime- 
lighting examples of wide profit margins here and there, and thus 
imply that the entire marketing system may be operating along 
similar lines. Rather, the Department, m its research, is pursuing 
a tried and tested policy concerned with the measurement of market- 
ing activities. It is trying to collect better information; it is trying 
to collect more timely information; and it is trying to organize 
marketing data in more meamngful ways and thus make available 
more precise, quantitative information about the marketing sys- 
tem. This, you will remember, in an earlier part of this paper, was 
pointed out to be the traditional role of government in research 
This is what government prefers to do and what it does well. 

Research in new and expanded uses for agricultural products has 
been taken away from the economists and given to the technolo- 
gists in the regional laboratories Since that ill-fated night in the 
fall of 1945 when the winners of the price-policy contest sponsored 
by this Association were unveiled to Congressional leaders, it 
seems Congress has lost faith in the ability of economists to find 
miraculous solutions to the problems of farm prices and surpluses. 
The prize-winning economists did not show themselves capable of 
finding ways and means of permitting agricultural interests to 
charge prices that they alone deem adequate and then make con- 
sumers take farm products at those prices. Thus the job of working 
miracles has been turned over to the technologists. 

But the people responsible for research under Section 10 (a) into 
new and expanded uses of agricultural products are worried. They 

^ See the brochure recently released by the National Planning Association entitled 
The Agricultural Research and Marleeling Act of 1946-A Consideration, of Basic Ob- 
jectives and Procedures” for an informative review of the Act. 
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can see that the research along these lines may get into hot water, 
and soon, if the technologists are unable to come up with some rev- 
olutionary new uses. Now all of us know that food products, when 
considered in the aggregate, have an extremely inelastic demand. 
And certainly some of the commodities most likely to be in trouble 
(e.g. potatoes and wheat) have an inelastic demand. It is not easy 
to increase the demand for these products, and revolutionary new 
uses are hard to find for potatoes even in wartime. Thus, if and 
when prices begin to sag on some, if not all, agricultural commodi- 
ties, and the great new uses hoped for have not materialized. Con- 
gress is very likely to feel that it has been cheated. And if reason- 
able and alternative policy solutions are not on ejchibit. Congres- 
sional leaders may be inclined to feel that the Research and Mar- 
keting Act of 1946 was just another operation rat hole. 

It is this clear directive in the Research and Marketing Act of 
1946 which represents a danger zone for research workers in agricul- 
ture. It seeks a miraculous solution to surpluses, if and when they 
develop, but I for one don’t think the miracle will happen. And fail- 
ure in one part of the Act can easily reflect adversely on the other 
parts. 

Title I of the Act provides additional funds for general research 
into the laws and prinaples of agriculture — the research to be 
carried on primarily under the auspices of the State Agricultural 
Experiment Stations. Here the directive is broad — Abroad enough to 
include the type of research in policy that we are discussing here 
without any stretching of the letter or spirit of the Act, But from 
the little I have observed, and I would be the first to admit that 
my observations have been casual, I would say that research in the 
States, as in the Federal Government, is proceeding along tra- 
ditional lines. Except in rare cases research in public policy is play- 
ing no more important a role in State research programs under the 
New Act than it did before 

This development, or more properly lack of development, is 
unfortunate; for, as the National Planning Association has forcibly 
pointed out. Congress is expecting from all this research an income 
effect to the benefit of agriculture. But a large and significant in- 
come effect to the benefit of agriculture does not appear to be 
even a possibility, let alone a probability. To quote from the 
National Plarming Association brochure: 

“It IS no derogation of the importance of research looking to the improve- 
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ment of marketing metliods and organization to point out that more effi- 
cient marketing will not in itself make the difference between five-cent 
hogs and thirty-cent hogs, or between fifty-cent wheat and two-doUar 
wheat, or between eight-cent cotton and thirty-cent cotton. These differ- 
ences in price have occurred imder marketing techniques and organization 
that were essentially identical. The price of pork may be affected far more 
importantly by the level of industrial employment than by methods of 
marketing; that of wheat and cotton, by national and international trade 
policies than by the specific methods used in the selling of products.” 

What specifically can and should be done^^ I would argue that 
the administrators of the Research and Marketing Act in the 
United States Department of Agriculture should encourage and the 
administrators of research in the State Colleges of Agriculture 
should feel compelled to get underway policy research that deals 
with the basic income issues raised by the Act. I would suggest re- 
search projects in policy along the following lines* 

(1) Research into the consequences of pursuing the current policy which 
seeks discovery and adoption of new and expanded uses of agricul- 
tural commodities if and when they should come into surplus. 

(S) Research into the consequences of actions designed to shift agricul- 
tural resources away from the production of low-resource-uaing com- 
modities into the production of high-resource-usmg commodities, 
e g , from potatoes to butter. 

(3) Research into the problems and consequences of expanding food 
consumption domestically in periods of low prices through the de- 
velopment and expansion of special consumption programs. 

(4) Research into the consequences of expanding the consumption of 
agricultural commodities abroad during periods of low prices by 
mutually agreed upon export programs. 

(5) Research into the consequences of pursuing a policy designed to 
shift human resources out of agricultural production and into non- 
farm pursuits. 

There may be other lines of policy research that could be named 
which would prove more fruitful. If so, let them be named and work 
on them be started. These are made simply as suggestions, not as a 
delineation of the field. 

Who will do this important research in agricultural policy? We 
can assume, I believe, that Harvard, Chicago, and Brookings will 
continue their work on policy questions and perhaps even expand 
it somewhat. But it is to the State Colleges of Agriculture that we 
must look for a greatly expanded research program that deals with 
agricultural policy and its consequences. In the last analysis we 
must pin our hopes for an expanded program of policy research on 
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the individual researchers in the State Colleges of Agriculture; it 
is there that the human resources are available with the training, 
interest, and relative freedom necessary for this type of work. 

But just in case there are any Federal administrators at these 
meetings or one should happen to read this paper, I should like to 
suggest that they give more consideration to policy research in 
connection with the Research and Marketing Act, I recognize the 
problems involved in doing policy research in the Federal Govern- 
ment; we have discussed some of them in this paper. But a sym- 
pathetic administrator who appreciates what can and cannot be 
done in this field could, with the funds at his disposal, get some im- 
portant research work done on the vital policy issues at stake. 

DISCUSSION* 

Raymond J. Doll 

Kansas State College 

Professor Cochrane has done an excellent job of presenting a case for 
expanding research in the field of public pohcy. In addition to making an 
appeal for more research in public policy he suggests a methodology that 
can be followed. 

Research in public pohcy is defined as *Hhat analytical work concerned 
with tracing the consequences of fursuing a given policy J* For this definition 
to be valid the assumption must be made that it is possible to isolate the 
different stimuli, and all the combinations of stimuh, that are created by 
pubhc agencies in their pursmt of a given policy and to trace the economic 
consequences of a change in either an individual stimulus or any combina- 
tion of stimuh This is a worthy objective for research in public policy, but 
it is not easily attained. It is desirable as a goal which research workers 
should strive to attain but it should be pointed out that even with good 
research it is unhkely that we wiU be able to trace, in a purely objective 
fashion, the economic consequences of pursuing a given pohcy. 

This statement is significant since an appeal is made by Professor Coch- 
rane to avoid confusing informed opinion with research in public policy. 
The question that immediately presents itself is whether a sharp contrast 
between opinion writing and research in pubhc policy exists. Results se- 
cured by either quantitative or qualitative research must be interpreted. 
The interpretation made will depend upon the assumptions used, and as- 
sumptions in the social sciences tend to be controversial m nature. Even 
though the research methodology used is excellent the research worker 
must use opinion. The value of the opinion frequently determines the 
quahty of the research. 

* Contribution No. 148, Department of Agricultural Economics 

A discussion given at the Annual Meetmg of the American Farm Economic 
Association, Green Lake, Wisconsin, September 16, 1948. 
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To use a specific example; Hans Staeiile in a study on “Relative Prices 
and Postwar Markets,” Quarterly Journal of Economics, February, 1945, 
shows in a quantitative fashion that during 1958 and 1934 there was a 
change in consumer preference for beef in relation to pork. Staehle makes 
no effort to explain the reason for this rather large and abrupt shift in con- 
sumer preference. In tracing the economic consequences of certain types 
of public pohcies, research of this type would be extremely important, but 
the research worker would need to make the decision as to what was re- 
sponsible for such a shift. Was the Com-Hog program of the 1933 AAA 
and the emergency beef program conducted by the Federal Surplus Rehef 
Corporation either wholly or partially responsible for this shift in consumer 
preference? If those programs were responsible, what proportion of this 
economic consequence was due to each stimulus? Unfortunately the social 
scientists have not been able to develop a methodology which will enable 
them to trace economic consequences in a purely objective fashion. 

This is not to say that we cannot do valuable research in the field of 
pubHc policy or that such research should not be purely objective whenever 
possible. Much more research needs to be done in the field of public pohcy. 
The Land-Grant Colleges should emphasize this type of research, but it 
must not be forgotten that research in this field usually is controversial, 
and if controversy is wholly avoided, not much can be accomplished. 

Not all economists will agree with the suggestion that the Federal Gov- 
ernment should conduct economic research that is primarily concerned 
with the measurement of economic phenomena. It is agreed that the federal 
agencies have performed a fine and valuable service in collecting, assem- 
bling, and refimng statistical data. It also can be conceded that “this type of 
research activity avoids the nasty distribution implications of pohtical 
significance so often associated wi^ economic analysis and almost always 
associated with policy analysis.” Why should research workers in the fed- 
eral service be excused from doing research work that is controversial in 
nature? Research workers in the Federal Government service in some re- 
spects are in a much better position to do certain types of research in 
public policy than are personnel in the State Experiment Stations. If the 
federal government can be excused from doing this type of research, can 
administrators in certain Land-Grant Colleges be blamed for avoiding 
such research? I concur with Professor Cochrane’s opinion that this type 
of research cannot be avoided by Land-Grant Colleges if they wish to be 
great and influential, but I also would add that it cannot justifiably be 
avoided by research workers in the Federal Service either. 

There is no disagreement with the objective that research in pubhc 
policy should emphasize the consequences of pohcy actions or with the 
methodology developed. It merely appears that the assumptions implied 
in outlining the procedural steps for a research project that stresses the 
consequences of action are difiOlcult to grant in the present stage of develop- 
ment of research in the field of public poHcy. A few of these assumptions 
are: (1) That we can choose, isolate and control the different stimuli that 
are created by different types of public policy. (2) That we know and are 
able to define the economic situation or environment which is relevant to 
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the action introduced. (3) That we can trace and describe the sequences of 
events or interactions that flow from the introduction of an economic 
stimulus in the form of a government program. (4) That we can determine 
objectively who are affected by the economic stimulus, how they are af- 
fected and to what extent. 

I am m almost complete agreement with the discussion of the Research 
and Marketing Act of 1946. If I add my observations to those of Professor 
Cochrane’s, I must admit that research in the states conducted under this 
act is proceeding along traditional lines and that “research in pubhc policy 
is playing no more important a role in State research programs under the 
New Act than it did before.” This act offers an opportimity to do research 
work in public policy which may prove to be considerably more fruitful 
than much of our traditional research. Yet we are continuing to use these 
additional funds to do more research m fields for which other research 
fimds are available. Research work in these fields is important, but it is not 
so important that all funds should be used for it and research m the field of 
public policy be excluded. 

The individual researchers in the Land-Grant Colleges should make an 
appeal for using at least a portion of the funds available under Title I for 
doing research in public pohcy. Although research work in this field is con- 
troversial, I believe we can rely on objectivity, tact, good sense, and 
academic freedom to avoid any unusual difficulties. 



STATISTICS AND RESEARCH IN THE FIELD OF 
PRICE ANALYSIS* 

Robert M. WAiiSHt 
FrodvctUm and Marheting Administration 

1. Development of Empiricai Price Analys 2 s 

T he use of statistics and research in the field of price analysis 
has become widespread over the past thirty years. Rapid 
progress has been made in the development of techniques. Yet 
several problems remain to be solved if dependable answers to eco- 
nomic questions are to be reached by this means. Before stating 
some of the objectives and problems of empirical price analysis, 
we might briefly review the historical developments in this field. 

Cournot, in 1838, is credited as being one of the first to set down 
the “law of demand” — the consumption function — ^in precise lan- 
guage capable of statistical manipulation. “ . . . the sales or the 
annual demand D is, for each article, a particular function F(jp) 
of the price p of such article. To know the form of this function 
would be to know what we call the law of demand or of sales.^^ 
This concept was popularized by Alfred Marshall, and is known as 
the Cournot-Marshall law of demand. 

Leon Walras in 1873 extended the static law of demand for a 
single commodity from dependence on its own price to dependence 
on prices of all commodities and services. Here the problem be- 
comes one of mutual determination. The position of the demand 
curve for a given commodity will depend on the values assigned to 
the prices of the various^ other commodities and services. The Wal- 
rasian System expressing the law of demand may be inverted and 
expressed as the law of price. That is, the price of any given com- 
modity may be expressed as a function of the quantities of all com- 
modities and services produced or consumed. 

Henry Moore beginning in 1914 pioneered in the use of time- 
series data to obtain statistical demand, price, and production func- 
tions for a number of commodities.^ Shortly after, income was in- 

* A paper ^ven at the Annual Meeting of the American ¥ann Economic Associ- 
ation, Green Lake, Wisconsin, September 16, 1948 

t Adlpiowledgmeut is made of useful suggestions and advice by colleagues in the 
Production and Marketing Administration and Bureau of Agricultural Economics, 
with particular indebtedness to Bichard 0. Been, B A.E, 

^ Economic Cycles: Their Law and Causet 1914; Forecasting the Yield and Price of 
Cotton, 1917. 
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troduced as a separate independent variable to help explain changes 
in demand and price. Henry Schultz credited Slutsky with this 
development. Moore’s empirical work was followed in the 1920’s 
and 1930’s by a number of attempts to determine the demand func- 
tion, the price function, and the production function for various 
commodities, using time-series data and least-square regression 
techniques. Henry Wallace, B. B. Smith, Haas, Ezekiel, L. H. 
Bean, Holbrook and Elmer Working, Henry Schultz, and several 
others were prominent in this field. 

A landmark was reached in 1938 with the extensive studies of 
Henry Schultz published in his book The Theory and Measurement 
of Demand. Schultz explicitly introduced time as a variable in the 
demand function. He expressed the general dynamic law of demand 
for a given commodity or service as follows P 2 i • 

Pm Ey t ) , where qi represents the quantity of the commodity or serv- 
ice purchased or consumed, pu Pi^ ' ' '^Pn represent prices of the 
various commodities and services available to consumers, E repre- 
sents net or disposable income of the community, and t represents 
time. This “general law” is still in use although later workers have 
introduced joint relationships, have made combinations of terms — 
particularly of the price variables — have deflated value terms by 
an index of the general price level, and have made numerous other 
transformations of the data preliminary to analysis. The form of 
function to be fitted — ^linear, curvilinear, logarithmic, and so on — 
leaves room for considerable ingenuity and testing on the part of 
the analyst. 

Frisch in his confluence analysis and use of bunch maps ap- 
proaches the problem of estimation in a somewhat different way 
from that of most analysts.^ Frisch is particularly concerned with 
the question of selecting relevant variables before estimating re- 
lationships. Stone has made extensive applications of this method 
in the analysis of market demand for several commodities.® 

Four tacit assumptions appear to underlie the use of least-square, 
single-equation, regression techniques in estimating the demand 
function. (1) There is a routine in the demand behavior of human 
beings in the market. {%) Statistical data of consumption, prices, 
and income reflect this routine of demand. (3) The unknowti theo- 

* Statistical Confluence Analysis by Means of Complete Regression Systems, Ragnar 
IWsch, Oslo, 1934, 

« ‘The Analysis of Market Demand,” Richard Stone, Jour. Royal Stat Soc., Vol. 
CVin, Parts ni-IV, 1945 



716 


Robebt M. Walsh 


retical demand function can be approximated by various em- 
pirical curves wbich. can be fitted to the observed data. (4) The 
routine of human behavior may change over time, but slowly, so 
that the demand function when approximated may be used for 
predicting future behavior at least for a short time. Similar as- 
sumptions appear to underlie the procedures folloTred in fitting 
price-quantity curves using concurrent data, and supply curves 
using lagged data as suggested by the cobweb theorem.^ 

Attempts were made by Pigou® and later by Marschak® to meas- 
ure the price elasticity of demand by use of budgetary data. Those 
attempts, although viewed as successful by their authors, yielded 
income elasticities rather than price elasticities of demand. The 
budgetary method of analysis, as it has been used, shows a cross 
section in time of expenditures and consumption by income classes 
with little or no price variation. Nevertheless, budgetary studies, 
as conducted both in this country and abroad, have given fruitful 
results. Agricultural economists have been impressed by the fact 
that family expenditures for food tend to increase sharply from the 
very low income classes to the next, and tend to level off above the 
middle income groups. This finding has useful implications when 
we are dealing with national nutritional problems or with problems 
of agricultural surpluses. In connection with these same problems 
there is still a need for information on price elasticities of demand 
by income classes. It is presumed that prices have more influence 
on consumption, particularly for necessary foods, in the loWer in- 
come groups than in the upper. But practically nothing is known of 
the relative influence of price on consumption in the different in- 
come groups. Repeated budgetary surveys of identical families, 
under variable price conditions, appear to offer the most promising 
means of obtaining such information. 

Other approaches to the problem of empirical price analysis in 
recent years include the use of cyclical patterns, and the method 
of simple historical comparison to predict future price fluctuations. 
It is known that major cyclical peaks in prices are induced by wars, 

4 "TLe Cobweb Theorem,” Mordeca! Ezekiel, Quar Jour, Bcou. LII, Feb. 1938, 
See Also Henry Schultz, 76-79. 

® ‘*A Method of Determining the Numencal Value of Elasticities of Demand,** 
A. C. Pigou, Econ Jour,, XX, 1910. 

* Elmlizitat Nackfrage (“BeitrSge zur okonomischen Theorie,** No. 2) Jacob 
Marscbak, Ttibigen 1931. — Cited by Henry Sdbultz in The Theory and Measure’- 
ment of Demand, 1938. 



Statistics and Research in Price Aj^alysis 


717 


and hence are roughly predictable to the extent that wars are pre- 
dictable. But the less spectacular cycles of mterwar periods are 
distinctly lacking in regularity. Even the well-known hog produc- 
tion and price cycles can be easily upset by variations in weather 
or by changes in the general demand situation. Price predictions 
based on the repetition of cyclical patterns, involve the assumption 
of a rhythmic interaction between changes in production and prices. 
The more complex interrelations of economic forces, and unf orseen 
changes of a non-economic character such as severe and widespread 
droughts, are largely ignored. Nor has the invention of long-term, 
middle-term, and shortrterm cycles occurring singly and in con- 
junction, served to explain commodity price fluctuations convinc- 
ingly. 

The method of historical comparison to predict price variations 
is in fairly wide usage. Many economists consciously or subcon- 
sciously tend to compare events in a current period with events in 
some previous period when the surrounding circumstances w^ere 
similar. This method of comparison involves the use of judgment 
and is largely intuitive. The results are surprisingly accurate at 
times. Nevertheless, the method lacks scientific basis, and is valu- 
able chiefly as a stop-gap until more reliable methods of analysis 
are developed. 

A serious attempt is being made by the Cowles Commission to 
develop structural systems of equations whereby, with the use of 
time-series data, it would be possible to determine the parameters 
of all important economic forces in the structures. Structural sys- 
tems are not entirely new. The demand equation developed by 
Walras was essentially a structural system in that it involved the 
prices of all commodities and services. Others to suggest structural 
systems include Lenotief^ and Tinbergen.* The structural systems 
and estimating methods being developed by the Cowles Commis- 
sion were suggested by Haavelmo in 194S.® These systems are novel 
in that random shifts are assumed for each of the equations, and 
in that all the equations are assumed to be mutually dependent, 
requirmg simultaneous solution. These assumptions rule out the 

^ The Stmdure of American Economy, 1919-1929, Wassily W. Leontief, Haxvajnd 
Umversity Press, 1941 

® Staiteiioal Testing of Business Cycle Theories, J. Tinbergen, m two parts, League 
of Nations, Geneva, 1939. 

® “The Statistical Implications of a System of Simultaneous Economic Equa- 
tions,*^ Trygve Haavelmo, EcoTumetrica, Jan. 1943. 
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possibility of using least^square, single-equation regression tech- 
niques. A new method of statistical estimation, using time-senes 
data, was developed, largely by Haavelmo, Koopmans, Anderson, 
Rubin, and Girschick.^® The structural system, according to its 
authors, is designed to explain the structure of the economic sys- 
tem as it exists, and to give the “true” coefficients of elasticity, 
having in mind that most if not all of the economic forces at work 
are interdependent in nature. Prediction is achieved, in this system 
in the sense that if one or more of the economic variables is jSxed 
or controlled, the effect of such action on all the parameters of the 
system can be calculated; that is, the change in the whole eco- 
nomic structure can be foretold. 

2. Objectives of Price Analysis 

Prediction is used in science in two ways: first to test hypotheses; 
second to apply accepted hypotheses or theories to specific situa- 
tions for specific answers. These procedures can be illustrated in 
countless ways in the natural sciences. 

In the field of price analysis our first objective is, or should be, 
the formulation of hypotheses which are capable of proof or dis- 
proof by the use of empirical data. Too frequently in economic 
theory the hypotheses are expressed in such general, abstract, or 
complex terms that it is impossible to devise empirical tests for 
them. Fortunately there appears to be a growing tendency to 
express economic theories in terms that may be reduced to man- 
ageable statistical forms. This tendency certainly should be en- 
couraged. Otherwise, our tests of economic theory remain perpetu- 
ally in the realm of logical reasoning and polemics. 

With economic theory as it now exists, it is possible to employ 
statistics and research to obtain specific answers to many specific 
questions that arise in agriculture and industry. A basic objective 
of price analysis is to derive knowledge about economic relation- 
ships that will be useful in current problems of planning and pre- 
diction. To obtain this knowledge we need to make accurate statis- 

Haavelmo, previous citation; also, “The Probabihty Approadi m Economics,’* 
Supplement to Econtmeincai Vol 12, 1944; “Statistical Estimation of Sui^ltaneous 
Economic Relations,” Tjalling Koopmans, Jmir. Am, Stat, Assn, Dec 1945, 
“Estimation of the Parameters of a Single Stochastic Difference Equation m a 
Complete System,” T. W. Anderson and H. Rubin, announced for publication m 
The Annals of Maihematical Statistic; “Statistical Analysis of the Demand for 
Food: Examples of Simultaneous Estimation of Structural Equations,” T. Haavehno 
and M. A. Girschick, EcoTiometnca, Apr 1947. 
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tical analyses of the production, price, and consumption functions 
with allowance for the interrelations among commodities and the 
effects of substitution. We also need other kinds of information. 
We need to study price margins and costs in processing and dis- 
tributing agricultural products. We need to know more than we do 
about the structure of prices both in space and time. Important 
work can be done in studying geographical price relationships and 
the influence of such relationships on market movements. We also 
need to know more about the timing of price changes in relation to 
inventories and sales at different levels of the marketing system. 
With better understanding of such relationships, and more and 
better published information available, it might be possible for 
businessmen to avoid some of the wide speculative swings in prices 
that are characteristic of certain commodities And for some com- 
modities at least, intensive study is needed with regard to the prob- 
lem of spreading the market price risk through widening the extent 
of ownership either of the physically stored commodity or through 
the holding of futures contracts. 

Special problems and questions of policy frequently arise which 
require analytical solution. The imposition of a processing tax, for 
example, tends to increase the total marketing charge. It is impor- 
tant to know on whom the burden will fall most heavily, the pro- 
ducer or the consumer. The same problem, in reverse, is involved 
when the question of subsidies to processors arises. Other changes 
in marketing charges, such as increased transportation rates, may 
be analyzed by known techniques provided reliable supply and de- 
mand curves can be derived from the historical data at hand. Simi- 
larly, it is possible to measure the incidence of a tariff or of an 
import quota on domestic and foreign prices. It is also possible to 
evaluate the influence of changes in foreign supply or demand on 
domestic prices of an export commodity by use of statistics and 
research. 


S. Current Problems in Price Analysis 

Attempts to obtain solutions for such problems are constantly 
being made by the price analyst. However, there are certain ob- 
stacles to the complete and satisfactory fulfillment of the analyst’s 
objectives. These obstacles may be listed under four headings, 
which are given here in order of increasing importance. 

First, there is the problem of obtaining adequate statistical data. 



720 


Robebt M. Walsh 


Despite the mass of statistics already available, practically every 
price analyst has been confronted with the lack of sufficient or 
reliable data to make a complete analysis. For example, the meas- 
urement of price elasticity of demand by family-income levels is 
virtually impossible at present because of lack of family-expendi- 
ture data taken on a comparable basis over a period of time and 
under variable price conditions. Detailed analyses of marketing 
margins and of market price structures, commodity by com- 
modity, are extr^ely difficult because of the paucity of representa- 
tive and accurate data on prices, inventories, and sales at each of 
the stages in the marketing system. And frequantly there is an 
unfilled need for representative price information by specified de- 
scriptions of the commodity such as grade, size and origin. 

Basic data are the foundation stones of research programs in 
prices and related fields. Dependence on time-series data mean that 
in many cases acceptable analysis must await data accumulation 
over a period of many years. For this reason, the early stages of 
most long-range research programs should be given over to the 
problem of primary-data requirements, and where adequate data 
are not available, immediate steps should be taken to provide for 
their collection. 

Second, in any study involving price interrelationships the ana- 
lyst is confronted with the problem of intercorrelation among vari- 
ables. A system as complex as the Walrasian or that of Henry 
Schultz in its general form probably is statistically indeterminate be- 
cause of the large amount of intercorrelation present. Fortunately, 
statistical devices such as combining price terms and deflating price, 
cost, and value terms permit the research worker to handle such 
problems without great loss of precision. This type of solution is 
not always applicable, however, and the research worker must al- 
ways be on guard to detect spurious results arising from intercorre- 
lations among the various senes of data. Frisch has considered 
this problem in detail in his work on confluence analysis. In the 
usual type of analysis intercorrelation may result in serious loss in 
the meaning of the coefficients of error, leading to misinterpretation 
of the results. 

Third, and perhaps a more fundamental difficulty, is the problem 
of independence of successive observations within individual time 
series. The enthusiasm with which price analysis was conducted 
during the 1920’s and early 1930^s waned rapidly when many of the 
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predictions proved to be far wrong; and when, in addition, the 
importance of error probabilities began to be generally recognized. 
Although some confidence has been regained in statistical research 
with recognition of the expected degree of accuracy, there is still a 
serious question as to how far the price analyst can go in producing 
dependable results. Serial correlation is considered by some analysts 
to be important only if it shows up in the final residuals. Others 
regard it as a serious obstacle if it occurs in the primary data. More 
work needs to be done to demonstrate which of these two views is 
correct. If it is the latter, we may apply Bartels* criterion for meas- 
uring the independence of data^^ Some applications of Bartels* 
criterion have shown that for certain agricultural price and produc- 
tion series an average of 3 or 4 years of data may be necessary to 
yield a single independent observation. Suppose, we have a mul- 
tiple correlation problem with 4 variables and 21 years of data. Usu- 
ally with linear equations we would consider that we had 17 de- 
grees of freedom However, if on testing each of the time series for 
independence of data we found it necessary to combine every 3 
observations to give the equivalent of one independent observation, 
the total number of independent observations would be reduced to 
7, and the total degrees of freedom would be 3. This may explain 
why so many of our correlations, which appear to meet the usual 
tests of significance, prove to be undependable for prediction pur- 
poses. And if the problem is difficult for single-equation systems of 
3 to 5 variables, it is almost hopeless of solution in structural sys- 
tems employing 10 to 20 variables unless we can obtain economic 
time-series data covering many more years of observation than are 
normally available. 

If these first three problems could be solved successfully, we 
could obtain good measures of interrelationships and elasticities. 
However, if we are concerned with price prediction, in time, we 
are confronted with a fourth difficulty in the field of commodity 
price analysis. This difficulty arises from the fact that no one as yet 
has put forward a completely trustworthy theory of changes in 

^ Bartels’ cnterion requires comparison of twice the variance of the observed 
time senes with the variance of the first differences If the series were random the 
ratio would be approximately one A larger ratio indicates serial correlation, and the 
value of the ratio— 2, S, and so on— indicates the approximate number of observa- 
tions equivalent to one degree of freedom^— Attribute to J. Bartels, a German Me- 
teorologist For aninterestmg discussion of other aspects of serial correlation see also 
M S. Bartlett, “Some Aspects of Time-Correlation Problem m Regard to Tests of 
Significance,” Jour, Rpy. S/o/. Soc., Vol. 98, m, 1985. 
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the general price level. It is possible, within the limitations just 
mentioned, to explam prices of individual commodities and services 
in terms of the general price level, or in terms of the national in- 
come which varies in large part with changes in the general price 
level. But in making a prediction of a future price for a single com- 
modity or group of commodities the analyst is forced to make an 
assumption as to the probable level of the general demand factor 
used. Obviously the price prediction is no better than the assump- 
tion made. Moreover, if we add up the results of all individual price 
analyses made with reference to an assumed position of the general 
price level we will find that we have explained pnce in terms of it- 
self. Many economists have wrestled with the problem of explain- 
ing variations in the general price level and related cycles in business 
activity. As perhaps the number one problem in the field of price 
analysis, intensified effort should be made to solve it both by the 
theorist and the price analyst using statistical research methods. 
In conclusion, it might be argued that the obstacles to statistical 
price analysis are so severe that little reliance should be placed on 
this type of activity. However, I do not think this to be the case. 
It is true that we are on dead center so far as some of the problems 
are concerned, particularly with reference to making accurate pre- 
dictions of prices in the future. But if the next thirty years should 
prove as fruitful of results as the past thirty, we shall have gone a 
long way toward overcoming the obstacles that now seem impor- 
tant. 


DISCUSSION* 

Hablow W. Halvobson 
University of Wisconsin 

I had expected that Mr. Walsh would approach this discussion on a 
somewhat broader basis. His discussion has centered primarily on the prob- 
lei^ involved in the usual sort of aggregative analysis of agricultural 
prices and I think he has done a good job of summarizing the statistical 
problems in this field. This is, indeed, a very important part of price re- 
search. 

But I feel sure that another aspect of price research should be given in- 
creasing attention — ^namely that of concentrating further work on nar- 
rower segments of the field and of developing some of the sorts of research 
mentioned by Nichols in his recent article on “Marketing and Price He- 

* A disciusion at the Annual Meeting of the American Pann Economic Associa- 
tion, Green Lake, Wisconsin, September 16, 1948, 
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search*’ m the Journal of Farm Econcyniics, For various reasons I believe 
substantial results will be achieved by focusing much more attention on 
these sorts of studies. Effective use of market research funds requires better 
coordination of marketing and price research. It is true that many of the 
techniques mentioned by Walsh can be apphed in this direction. In addi- 
tion, it is probable that techniques of experimental design developed by 
our friends in agronomy and psychology will find a useful role in analyzing 
some of these problems. Furthermore, the testing of recently developed 
economic hypotheses in this field should offer fruitful possibilities and lead 
to further elaboration of theory. 

I mention this point to dispel the impression that developed in my mind 
that statistics and price research would not do more than just contmue 
the same sort of aggregative studies on which, except for minor reference, 
Walsh concentrated his attention 

A comment of similar nature might be made about the useful role the 
field of sampling theory can play in analyzmg price problems. 

In terms of its significance as a factor in explainmg the fluctuations in 
most farm prices the importance of price level movements has long been 
recognized. Walsh does well in emphasizing the need for techniques and 
theory to forecast better the movements of price levels. Perhaps coordina- 
tion of economic theory with other disciplines will help us move forward on 
this front. 

Lack of adequate statistical data has always been an important limiting 
factor in price research. Data collected for other purposes probably will 
never be completely satisfactory raw material for price research, and 
judicious interpretation of results of price analyses will always bear this in 
mind. Consequently the emphasis given by Walsh to data-needs in long- 
range research programs as well as elsewhere is well taken. 

I am somewhat concerned over Walsh’s point that theory should be 
simplified so that it may be tested statistically. While much theory may be 
overly complex, it is true that simple continuous relationships are not 
characteristic of modern economic life. It seems to me that this is less a 
need than for developing better statistical techniques which are more flexi- 
ble and which can better test more complex but more realistic theories. 
This, it seems to me, is one of the important contributions of Haavelmo 
and the Cowles Commission. 

Having been a member of the B, A E , I am somewhat surprised that Mr. 
Walsh has failed to pay his respects to the graphic correlation procedures 
which played such a large part in Bureau price research. Certainly from 
the standpoint of rough and prehminary investigations of price relation- 
ships this process has been a most valuable statistical tool 

One of the major hmitations in statistical interpretation of econormc 
relationships lies in the failure of the human universe to stay put — ^plus the 
fact that this universe is a complex one composed of widely different classes 
of elements. Tests of sigmficance may be more accurately evaluated by 
considerations of serial correlation, but this seems to me to be essentially a 
negative approach to the problem. But I can’t say that I can see a good 
alternative to it. 
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Another Kmitation has to do mth the varying time lags by which people 
respond to the repetition of a given stimulus. Another has to do with the 
measurement of expectations. These sorts of considerations require careful 
interpretation of the data. 

Allied with this matter of the failure of relationships to remain constant 
for long is the important problem of somehow recognizing as early as possi- 
ble when these changes are developing. When does a given deviation from 
an average relationship represent (a) error in data, (b) random fluctuation, 
or (c) the beginning of a changing relationship? Looking backward m time, 
an answer to this question may in some cases seem obvious. But foresight 
is a different matter. The sharpening of our statistical tools and collection 
of more accurate and appropriate data should go a long way in calling the 
turn much sooner than we have been able to in the past. 



TEACHING METHODS 
Chairman: O. R. Johnson, Umversity of Missouri 

COORDINATING FUNCTIONAL AND DESCRIPTIVE 
MATERIA.L IN TEACHING MARKETING* 

Atjbket J. Brown 
University of Kentucky 

ANY study of teaching methods for the general course in Agri- 
cultural Marketing must logically start with the objectives 
of such a course in the curriculum. It is to be expected that the 
objectives for this course are more nearly alike in the various imi- 
versities and colleges than are the teaching methods used in meet- 
ing the objectives. 

The objectives of the general marketing course are conditioned 
by several considerations. Whether or not the course is required 
of all agricultural students has a direct bearing on its aims. Also 
important are the number and scope of economic courses prerequi- 
site to the general course, and in this respect considerable variation 
exists among universities. Of 31 states reporting on a questionnaire^ 
prepared for this session, 19 states required economic prerequisites 
and 12 did not. Five of the 19 states specifying prerequisites indi- 
cated a requirement of 3 semester hours in economics, 8 states re- 
quired more than 5, and the average for the 19 was 5.7 semester 
hours. Another factor influencing objectives is the number and scope 
of allied courses in marketing and prices in the curriculum. Rather 
wide variations in this factor likely prevail among the states. Also 
of some probable influence on the objectives is the variation among 
states as to the occupations chosen by agricultural students after 
graduation. While these factors are of influence on the objectives 
of the course, several also have a direct bearing on teaching meth- 
ods. 

It is likely that only a minority of agricultural students taking the 
general marketing courses also take other marketing courses. If 
that is correct, the knowledge gained by the majority of the stu- 
dents about agricultural marketing is received from the subject 
matter in the general course. Most students entering this course in 

* A paper given at the Annual Meeting of the American Farm Economic* Assocr 
ation. Green Lakei Wisconsin, September IS, 1948. 

^ Prepared and summarized by O. B. Jdh^on, University of Missouri. 
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the junior or senior year have had little systematic understanding 
of marketing, and further, their course work has been weighted 
heavily by study in the production courses. It would seem to me 
that under these conditions the basic course in marketing should 
be directed primarily toward subject matter of value to the general 
run of the students, and the course should stand more or less inde- 
pendent of the rest of the marketing curriculum. If adjustments 
have to be made to avoid too much duplication, let them occur in 
the other courses in marketing and prices 

What then should be the objective of the general marketing 
course?^ My answer is rather broad — to provide students with an 
understanding of the importance, significance, and operation of the 
economic system that transfers farm products into commodities 
available for purchase by consumers. 

Should we strive to attain these aims through the primarily 
descriptive or the primarily analytical method? The answer to this 
question is far from simple, for many factors need to be weighed. 
Certain rather constant conditions prevail at most imiversities. 
Important among this group that have a bearing upon the answer to 
the question are the following* (1) students in the general course 
are mostly from farms and their background has afforded them 
little economic training; (2) the interest of the agricultural student 
is in the practical application of economics, and (3) the diversity of 
economic principles in marketing adds difficulty to analytical study 
of the subject matter. Certain variable conditions also influence the 
decision as to teaching this course at the different universities. 
Among these are. (1) the previous economic study of the student 
when entering the marketing course; (2) the policy of departmental 
unity; and (3) the status of marketing research at the given uni- 
versity. The question is therefore not solely “Which is the better 
method?” but it is also ‘Which is best adapted to the conditions 
prevailing at the particular university?” 

To attain the stated objective no one of the so-called approaches 
can be used alone. The commodity approach, mostly descriptive, 
integrates the system and can well be used for several important 
farm products of the state to illustrate the related aspects of market- 

* Attention is called to ffie papers on the general theme of Teaching Agncultural 
Marketing ^ven at the joint session of the American Farm Economic Association 
and the National Association of Marketing Officials, December, 1931 These papers 
are pnb^h^ in the Proceedings oj the National Assodatton of Marketing Officials on 
Marketing in Praciice, in Peseareh, in Training, 
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mg. In our course we consider livestock, tobacco, grains, and milTf 
and milk products. We usually precede this part of the course with 
brief discussions of economic geography and the demand for and 
the supply of farm products. One major difficulty in using the com- 
modity approach early in the course is the lack of understanding 
by the students of many of the marketing terms used in the textual 
material. This part of the course, using the commodity approach, 
can become repetitious unless watched carefully. Essentially what 
we try to do is to enumerate Uie characteristics of the commodity 
as a base and develop the flow of the commodity through the mar- 
kets, giving some attention to types of buyers and sellers involved. 
Emphasis is given to the basic differences in the marketing systems 
for the several products and the causes of those differences. 

Once the student has gained some understanding of the integra- 
tion of the systems for each of several major products, we move on 
to the functional approach. Such a method of study provides a 
simple means of breaking down a complex subject and permits ap- 
plication of economic principles to the development of the subject 
matter. Certain shortcomings of this approach are realized — ^most 
of the illustrative textual material is for the grains or fruits and vege- 
tables, certain of the functions are hard to separate (perhaps they 
should be handled together), and it is difficult to make this approach 
as interesting as is desired. 

There remain certain important phases of agricultural marketing 
in a general course that can be given more emphasis if they are 
handled outside either the commodity or functional approach. 
Study of costs and efficiency in marketing, cooperative marketing, 
and prices related to marketing are in this category. 

Certainly the first named is one of the most important contribu- 
tions of the course, remembering that most students likely will not 
take other marketing courses. Study of efficiency in organization 
provides concreteness to the course that helps to balance the great 
amount of description in other parts of the course. 

How far to go in the study of cooperative marketing, or agricul- 
tural cooperation in the broader sense, in the general marketing 
course likely varies widely from state to state. In certain sections 
of the United States where cooperative development has lagged, 
the importance of an objective survey of this aspect of marketing 
cannot be passed over lightly in the required general marketing 
course. 
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- In the study of prices, the geography of prices, and day-to-day 
changes in prices, fit well in the general marketing course. Study 
of seasonal patterns of prices for a few major products of the state 
also emphasizes the importance of timing the marketing of these 
products from the farm. 

The course sketched above is not in any sense suggested as a 
model. It was presented to indicate how the different approaches 
to marketing can be coordinated and how we have tried to arrange 
our course to meet the named objectives. Certainly the dangers in 
handling the course in this way should be pointed out. Most serious 
is the difficulty of coordinating the different aspects of the course 
so as to avoid confusing the students. Another danger is the pres- 
entation of too much material, reducing the effectiveness of the 
assignments and discouraging some of the students. We try to 
gauge how well the students are assimilating the material by giving 
short weekly examinations and by occasional class discussion. 

Handling the subject matter in this manner gives the students 
a broad understanding of marketing of agricultural products usable 
in farming or in other occupations related to agriculture. This type 
of a course also provides a base for the following marketing courses 
where the problem method is better adapted and where the student 
has the background to handle the analytical method of teaching 
satisfactorily. 



THE PLACE OP LECTURES, RECITATIONS AND 
LABORATORY WORK IN PRESENTING SUBJECT 
MATTER IN INTRODUCTORY MARKETING* 

Ben P. Alvobd 
Alahama Polytechnic Institute 

I F REPLIES to Prof 0. R. Johnson’s questionnaire index ac- 
curately the time allotted to lectures in introductory courses, in 
Marketing, then about half of the time is so used. 

The introductory course usually aims to acquaint the student 
with the general marketing principles, functions, and procedures 
applying to principal farm products. These are usually described 
in more or less standardized ways in various text books. The order 
of description and the approach may vary somewhat, but they 
usually sift out finally in rather standardized form. It is vitally 
important that the beginning student understand these principles, 
functions, and procedures. However, students do not usually find 
them particularly difficult to understand and the situation does 
not tend to seriously challenge the ability of the instructor in 
presentation of his material. Thus, the situation smoothes the 
road for a dry lecture essentially repeating the text — ^presented ma- 
terials. If this occurs, one might expect that the mentally inert stu- 
dent will not awaken, that the prepared student will note the repe- 
tition and turn his attention elsewhere, while the alert unprepared 
student may jot down key points which will give him at least a 
pass without having read the text and worse, perhaps without 
bothering to seriously question what the course is about. In my 
opinion the situation is more likely to occur in a beginning market- 
ing course than in other agricultural economic courses where the 
lecture method is used. 

The remedies that instructors use appear to be many. Concrete 
illustrations that touch the experience of the members of the class 
are brought in, personal experience of class members are solicited; 
hypothetical cases are set up to fit the current topic; problems are 
evolved for class solution, informal discussion periods are inserted, 
and various other means are employed. Perhaps 50 per cent or even 
more of the class time can be devoted to lectures. The lecture cer- 
tainly enables one instructor to reach, at least after a fashion, a 

* A paper given at the Annual Meeting of the American Farm Economic Assod* 
ation. Green Lahe, Wisconsin, September 16, 1948. 
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large number of students with minimum expenditure of time and 
money, but this dry method to be reasonably effective, must be 
**moistened’* frequently with well chosen breaks from text book ma- 
terial such as are mentioned above. In my opinion the lecture can 
bring very good returns per dollar expended but those returns de- 
pend very much on good management of the lecture. 

Recitations or discussions appear to occupy less than half of the 
classroom time, according to Prof. Johnson’s survey. The purposes 
of “recitations” are many, but at least 3 seem worthy of special 
note. The first is to be sure the student is so well drilled that he 
can hand back in tests what the text and the instructor presented 
him. Perhaps this purpose is worthy when uniformity is essential, 
such as, when problems are to be worked and specific types of 
illustrative figures are to be presented. But in general this purpose 
as such is more fitted to grade and high school days than to college. 
A second purpose may to be “sample” the class to^see if they under- 
stand the material being covered. “Recitations” for this purpose 
undoubtedly have a valuable place, but the time consumed should 
be held to the minimum required to fulfill the purpose Finally, 
recitations may make or “drive” home points. These may be built 
on leading questions and realistic illustrations For this purpose 
wise choice of questions and choice of students to which questions 
are put are essential to economy of time in making the points. How- 
ever, assuming the points are difficult and the questions and stu- 
dents are wisely chosen, this procedure may be used very effec- 
tively. Other purposes of recitations include interest promotion, 
tieing the student more closely into the course, and encouragement 
of real contributions on the part of the student to the course. 

The results of Prof. Johnson’s survey indicate that teachers of 
marketing usually use some so-called “laboratory” work to aid them 
in “putting across” their material. 

This laboratory work usually takes one or more of 3 forms. About 
thirty percent scheduled regular laboratory periods varying from 1 
to 3 hours. The nature of the work in these periods was unspecified. 
About the same number use one or more field trips as part or all 
of their laboratory work. About three-fourths require from one to 
12 or more written reports as part or all of the laboratory work. 

The variety in lecture, recitation, and laboratory requirements 
undoubtedly reflects largely three important variables, namely, the 
specific functions of the marketing course offered, the availability 
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of laboratory material, and the varying personalities of instruc- 
tors. 

Some beginning courses serve to briefly introduce marketing and 
are consistently followed by other courses in marketing Some m- 
dividual beginning courses are made up as more or less “complete 
presentations of the marketing subject.” In such instances the sub- 
ject matter is heavy and credit assigned is relatively large. Some 
introductory courses are developed without prerequisites of any 
kmd and some are offered only to students who have had one or 
more economic courses. Some may deal largely with crops because 
other supplemental courses cover livestock and livestock products. 
Some may deal largely with livestock, while supplemental courses 
cover crops. All of these variations lead to variability in treatment. 

Then, too, some colleges are located in great market centers 
where opportunities for educational field trips to wholesalers, manu- 
facturers, buyers, etc. are numerous and travel costs are low. Others 
are in relatively isolated areas and offer little opportunity to ob- 
serve without considerable expense anything except the relatively 
simple country market. 

Finally, instructors gradually build their marketing courses 
around their own personalities, experiences and ‘‘biases.” 

In my opinion, rigid standardization of procedure and hours in 
lecture, in recitation, discussion and in laboratory is an impossi- 
bility so far as beginning marketing is concerned. There must al- 
ways be something that is continually being “cut and tried” in the 
course or it may become very soon a “cut and dried” course pre- 
senting certain valuable principles but being woefxdly weak on in- 
spiration. 



UTILIZATION OF ILLUSTRATIVE MATERIAL, FIELD 
TRIPS AND OTHER AIDS IN TEACHING 
MAREETING* 

G. G. McBbisb 

Oh%o State Umvarsiiy 

B efore discussing the problem of teaching aids to which I 
have been assigned, it may be well to state briefly what we 
have as objectives for our marketing courses. Our students come 
to these courses with a background of ten quarter hours of general 
economics and five quarter hours of agricultural economics. We as- 
sume that they have the economic principles underlying the mar- 
keting of farm products fairly well in mind. 

We aim to introduce them to the various agencies concerned in 
the functions of marketing farm products and purchasing farm 
supplies. We believe that good illustrative material is as essential 
in a marketing course as in any of the production courses. 

One of our first moves is to try to put the student into a sort of 
atmosphere or environment of marketing. We require that he sub- 
scribe for a trade paper. For the general course in marketing farm 
products, most of our students choose the Chicago Drovers Journal 
but it may be one of the Packers or any other good market paper. 
Once a week we devote a full class period to the current market 
news. We try to create in the student the same sort of interest in 
daily market news that he might have in the comics, sports, or 
politics. We believe that to create such a reading habit market news 
must have continuous attention throughout the entire course. 
Each student is required to chart from week to week the price of 
one or more agricultural commodities. 

Another exercise designed to demand careful reading is the collec- 
tion of advertisements designed to illustrate both the sale and the 
purchase of farm products and farm supplies individually and 
through cooperatives. 

We have a requirement that where a course is open to both un- 
dergraduates and graduates, the graduate student is assigned extra 
work. This may turn out to be an opportunity for a demonstration 
by the graduate of some phase of Ms research. A good example 
was a study of pre-packaging fruits and vegetables in which the 

^ * A paper given at the Annual Meeting of the American Farm Economic Associa- 
tion, Green Lake, Wisconsin, September 16, 1948. 
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student showed a jSlm of store pictures and brought to the class 
several actual examples of pre-packaged vegetables. 

With us the field trip has top rating, and it appears to enjoy 
the same high favor from students. While the trade paper helps 
to put the student into an “atmosphere of marketing,” the field 
trip if well organized teaches him to “know his way around” among 
marketing agencies. 

To reach its highest value there must be (1) a preview in the 
class room to give students some idea of what they are supposed to 
see, (£) an itineraiy carefully prepared in advance giving exact 
addresses of places to be visited and names of persons who will 
receive the class on the visit, (3) close and courteous attention of 
the students at all times, (4) a comprehensive and detailed report 
from each student, including observations en route. This report 
receives heavy weighting in making up the course grades. 

Our fi6ld trip for the general course in farm marketing has been 
run into Chicago with but one or two exceptions. Buses are gener- 
ally used although we have at times used the railroad, private cars, 
and last year we had a bus and two U-drive-it cars. We leave Co- 
lumbus, Sunday morning, spend all of Monday and until about £ :00 
P.M. Tuesday in the markets arriving in Columbus around mid- 
night on Tuesday. 

In my opinion it is important to emphasize the personnel as 
well as the physical side of the places visited. The mimeographed 
itinerary carries the full name of every person we expect to meet. 
The students are expected in the trip report to evaluate these 
people as well as the marketing operations. My Chicago trip comes 
in the fall, and each person who helped in our visits not only re- 
ceives a letter of thanks from our office a few days after the trip 
but at Christmas time he gets a greeting on a special Christmas 
letterhead signed by all members of the class. 

Field trips for the single commodity marketing course in fruits 
and vegetables, livestock and dairy products are taken to cities 
other than Chicago. The class in fruit and vegetable marketing 
this year went to New York City and Washington. In the dairy 
marketing course the trip is confined to markets within the state. 

These trips are required of all students. In order to obtain tax 
exemption on transportation a laboratory fee is collected at the 
beginning of the quarter by the bursar and we cover travel and hotel 
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bills by requisition. Last year this fee was not allowed as college 
expense for students under the G. I. Bill. 

It has been our practice to make limited use of persons outside 
to the university staff for lectures. Until recently we had each year 
someone from the Chicago Board of Trade. Other organizations 
fhat have cooperated wdth us have been the Ohio Farm Bureau 
Cooperative Association, The American Dairy Association, The 
Ohio Retail Merchants Association, The Ohio Guernsey Breeders 
Association, The Ohio Livestock Producers Association. 

Our decision with respect to the use of any of the aids discussed 
above is based upon our feeling as to their value in bringing vitality 
into the course In most cases these aids do not make teaching easier. 
Often as in the case of field trips they involve a great amount of 
extra work. If, however, they bring what we are trying to teach 
into sharper focus they are w’orth while. When busy men from out- 
side are brought in to meet a class, it is as important that they feel 
it has been w^orth w’hile as that the students feel so. 
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MR. HOOVER’S DEPARTMENT OP AGRICULTURE* 

Latobn Soth 

Des Mtnnes Register and Tribune 

I T would be hard to find a human institution so inviting to the 
efficiency engineer as the United States Department of Agri- 
culture. One can imagine an organization-chart expert rubbing his 
hands with anticipatory pleasure as he studies the maze of bureaus, 
services and agencies which make up USDA today. Almost any 
logical reshuffling is likely to look better than the present tangle. 

Our efficiency expert soon finds, once he digs into the thing, how- 
ever, that it is very difficult to separate organization, as such, from 
fundamental policies of government. He finds that organization for 
production of government services in agriculture is quite different 
from, say, organization for production of automobiles. If he were 
working out an organization plan for the General Motors Corpora- 
tion he would be interested, presumably, in only one end: minimum 
cost of producing cars. He would not be tempted to question 
whether something else should be produced. But in dealing with 
USDA, or any other government organization, it is virtually im- 
possible to forget ends and deal only with means. 

The Hoover Commission on Organization of the Executive 

* This article was reviewed by. 

Fred A. Glarenbach, associate professor of political science, University of Wis- 
consin. 

Carl Hamilton, editor of the Iowa Falla Citizen and former assistant adminis- 
trator of the Bural Electnhcation Administration. 

0. B. Jesness, professor of agncultural economics. University of Minnesota. 
Wfdter W. Wilcox, professor of agricultural economics. University of Wisconsm. 
Most of their comments are shown here as footnotes, but I have changed some 
wording in the text as a result of their suggestions, for which I wish to express my 
appreciation. 
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Branch of the Goyenunent, in most of its reports, seems to have 
stuck closely to its organizational knitting. But at a few points — 
notably on the question of public power development — ^it has had 
trouble keeping its members’ policy preconceptions from affecting 
recommendations on structure of the government. 

In its report on Agriculture, the Commission evidently tries to 
avoid changing the character of the services which the Department 
now performs. But the “task force” which did the spade work for 
the Commission did not. It had a point of view about the kinds of 
programs the Department should be conducting, and it took no 
pains to divorce this view from its organizational plan. Although 
the Commission itself deleted some of the task force recommenda- 
tions, the final report still reflects a definite “slant” on agricultural 
policy in general. 

This is inevitable, of course. The writer is not deploring it but 
simply pointing out that the Hoover plan should not be considered 
as relating to administration alone. It is also a policy document. 

I 

The Hoover Commission’s plan calls for re-grouping the agencies 
and bureaus of the Department along functional lines. The purpose 
(says the Commission) is to “secure more concentration in the re- 
sponsibility of direction, elimination of overlap, conflict and waste, 
and further, to make possible the realization of broad policies in 
the Department.” The resulting structure, the Commission believes 
is “suflSciently flexible to permit programs and activities to be 
added or dropped without requiring major reorganization.” 

Under the Hoover plan all the Department’s activities would be 
grouped into seven major administrations, or “services,” as it 
calls them. To help in the guidance of these agencies, the Secretary 
would have a unit of staff services, with an administrative assistant 
secretary in charge. These staff services are finance, personnel, 
management research (continuing studies of economies in opera- 
ation of the Department), legal counsel, supply, publications, in- 
formation and library. 

Instead of the 20-odd agencies which now report to the Secretary, 
there would be only seven services— Research, Extension, Agri- 
cultural Resources Conservation, Commodity Adjustment, Regu- 
latory, Agricultural Credit, and Rural Electrification. Separate 
congressional authorities to subordinates in the Department (such 
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as the Governor of the Farm Credit Administration) would be 
eliminated.^ 

This sort of re-grouping and fixing of responsibility certainly 
looks like good sense; it should streamline administration of the 
Department, make for more unified policies, less red tape and 
greater eflSciency. Many critics of the ‘‘loose confederation of in- 
dependent bureaus and agencies” which is now USDA should be 
pleased with the Hoover plan 

* S|8 * 

Besides re-grouping the agencies of the present Department, the 
Commission proposes to move into USDA the land management 
functions of the Department of Interior (except “mineral ques- 
tions,” National park, Indian, and other special purpose lands). 
This is something every Secretary of Agriculture has wanted to do 
and every Secretary of Interior has resisted. Henry A. Wallace and 
Harold Ickes especially used to quarrel over it. 

Both the natural resources and agriculture task forces of the 
Hoover Commission agreed that the Forest Service, the Bureau of 
Land Management and the public land functions of the Soil Con- 
servation Service should be consolidated. The only argument was 
about which department they should be in. The natural resources 
study group argued for Interior, on grounds that it already has 
similar functions in the National Park Service, the Pish and Wild- 
life Service, and the Bureau of Reclamation. The agriculture group 
favored Agriculture, largely because it felt public land manage- 
ment policy should be consistent with toted national land policy 
on privately-owned lands. 

Since the Fish and Wildlife Service manages some public lands, 
the agriculture task force wanted to mov^e it into Agriculture, too. 

The Commission ruled in favor of the view of the agriculture 
task force on public land management, except that it left the Fish 
and Wildlife Service in Interior. 

This consolidation, if approved by Congress and the Adminis- 

^ Comment by Fred A. Clarenbacb: The Commission m its General Managemeni 
report strongly recommended that the department head be given authority “to 
determine the organization withm his department** and “to assign funds appropri- 
ated by Congress for a given purpose to that agency m his department which he 
beheves can best effect the will of Congress.” The Commission envisages real de- 
partmental control by the Secretary, one foundation for secretarial authority and 
discipline being (ordmanly) the power of appointment of chiefs of services and 
bureaus. These recommendations are of high significance for agricultural policy co- 
ordination and efficient administration. 
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tration, ought to result in genuine economies in reduction of over*' 
head, lower administrative costs and in reduction of field oflSices. It 
is difiicult to see how any logical objection could be made to this 
unification of public land agencies. 

n 

In drawing up a chart of Departmental functions, the Cominis* 
sion naturally had to arrive at some arbitrary judgments about 
classifying present agencies — ^and about splitting agencies which 
have more than one function. This was easy for such bureaus as 
those managing public lands. They obviously fall neatly into the 
proposed Agricultural Resources Conservation Service. 

But where do you classify the Farmers* Home Administration, 
for example? Is it farm credit alone — or is it extension? Or does it 
include something entirely different from either of these broad 
classifications? 

The task force decided that FHA is primarily a farm credit 
agency and placed it into a new Agricultural Credit Service, along 
with the present Farm Credit Administration and the Rural 
Electrification Administration. 

The Hoover Commission decided not to go along with the task 
force on REA. In the final report it recommended a separate Rural 
Electrification Service which would be the same REA under a new 
name. It apparently was convinced that REA has enough import- 
ant non-credit functions to justify its autonomy as a separate 
agency outside the catch-all farm credit organization. 

But it backed up the task force on FHA, leaving this agency in 
the Agricultural Credit Service. 

On the stuHface it appears that FHA would be able to continue 
operations about as it does now. But the intent of the task force is 
quite clearly the opposite. It expects a saving of $35,000,000 a 
year in FHA lending as a result of the reorganization. This must 
mean a much ‘‘tougher’* lending policy. 

Tbe frequent, gratuitous references of the task force to the need 
for restricting such loans to “especially qualified** borrowers also 
indicate where the wind is blowing from. 

Nothing in the task force report would indicate that this group 
recognizes the close supervision of loans and farm family education 
as an important part of FHA activities. There is more than a little 
basis for the suspicion that the task force would like to play down 
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the rehabilitation features of FHA and absorb this agency into the 
credit machinery for the larger commercial farmers. 

This would be not mere reorganization for efficiency but reor- 
ganization to eliminate what has come to be an important function 
of the USD A — ^the rehabilitation of low-income farmers through an 
intimate educational approach, associated directly with the pro- 
vision of credit. This is what comes of following to extremes the 
principle of functional organization.®*® 

It also illustrates how the task force’s conceptions of agricultural 
policy influenced its organizational plan. Putting PHA into an 
overall credit agency probably would prevent its ever becoming an 
effective adjustment agency to rehabilitate Southern agriculture 
and to expedite a shift from cotton and tobacco to livestock. 

The Department of Agriculture’s numerous programs of crop 
adjustment, conservation payments, price supports and education 
(Extension) have all notoriously benefited the top 50 percent of the 
farmers who produce 90 percent of our agricultural products. The 
amount of attention devoted to the lower half of agriculture is 
illustrated by the size of FHA’s budget as compared to the budgets 
of the rest of the Department.'^ 

If the Hoover Commission proposals are carried out, the under- 
privileged in agriculture will be left by the wayside even more than 
they have been in the past. One cannot conclude that the effect of 
this change in the status of FHA escaped the attention of the task 
force simply because it was engrossed in getting a neat pattern of 
functional units. The explanation must be that the bias of this com- 
mittee is the same as the bias which has *‘set the pace” in our agri- 
cultural policies over the last 15 years. 

2 Comment by 0. B. Jesness: Some persons fear, on tbe other hand, that putting 
the two types of operations (co-operative credit and direct lending) m the same ad- 
ministrative agency wiU weaken the operations of the agencies which are on a 
commercial basis and tend to bring them into the subsidized category. This might be 
the outcome, but I see no real reason why the man in charge of such a combined 
administration should not be able to keep the two types of activity separate. This 
difficulty should not be any greater than that of the Secretary in the event that 
two separate agencies report to him directly. 

* Comment by F. A. C.* The intent of the task force on FHA policies seems clear; 
but simply to place FHA m a Credit Service would not make the adoption of such 
policies inevitable. 

* Comment by 0. B. J.: If the “Department is viewed as an agency dealing 
primarily with agnculture, rather than with people on the land, then its concentra- 
tion on the problems of farmers, rather than of people who happen to be livmg on 
the land, has considerable justification. Though the Department may have the most 
effective machinezy for reaehmg people on the land, certam types of public aid may 
appropriately fall within the scope of other pubhc agencies. 
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It may be an over-simplification to say the task force represented 
the Farm Bureau-Extension point of view, but it certainly is fair to 
say that the proposed action on FUA. is not inconsistent with that 
point of view. 

m 

In the field of soil, water and forest conservation, the Hoover 
Commission recommends setting up an omnibus action agency 
called the Agricultural Resources Conservation Service. It would 
administer all conservation programs, manage the forests and 
grazing lands, be responsible for soil surveys and land classifica- 
tions, and represent the Department in water resources surveys, 
flood control programs and reclamation projects.® 

This new Service would carry on all the work now done by the 
Agricultural Conservation branch of the Production and Marketing 
Administration, the Soil Conservation Service, the Forest Service, 
and the Bureau of Land Management of the Interior Department — 
except that all research activities of these bureaus would go to the 
new Research Service. 

All technical conservation services to farmers would be admin- 
istered by the Extension Service. The task force report says that 
the Resources Administration will ‘*see to it that adequate tech- 
nical service and needed assistance in conservation practices are 
available through the Extension Service of USDA and the Exten- 
tion Services of the respective states to soil conservation districts 
and other organizations and farmers.” 

This sounds as though all the conservation technicians of SCS 
would become employees of the Federal and State Extension 
Services- However, in the table showing transfer of employees, the 
task force shows these technicians as moving into the Resources 
Conservation Service. In the text of the report the task force says 
that the Extension Service would be “strengthened by additions 
to the . . . force of specialists and technicians who now operate in 
the field independently of the State Extension Services ” 

So it is not completely clear who would hire and fire the tech- 
nicians, but it is perfectly clear that the intent is for Extension to 

* Comment by F. A, C.* The reports do not indicate how USDA programs are 
to be o^ordinated with TVA or other river basin or regional organizations The 
conflict in the Tennessee Valley over soil conservation districts might largely disap- 
pear under the new plan — but the much broader problem of co-ordmatmg other 
overlapping USDA and TVA programs meets only silence* 
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administer the work. It may be fairly said that the task force has 
adopted the views of the Farm Bureau on this point, also. 

The report says a “strong central administration” will carry its 
educational and service program to soil conservation districts 
through a “revitalized” Extension Service But it seems to this 
writer that some confusion and division of authority still would 
prevail under this plan.® 

Neither in this part of the report, nor anywhere else, do the task 
force or the Commission pay heed to the close affliation of the 
Farm Bureau and the Extension Service in a number of states. The 
“revitalized” Extension Service is supposed to take over all the 
information and education work of the department, including 
technical services to farmers It is to be noted that compliance for 
conservation payments would also be certified by technicians re- 
sponsible to Extension. Is this good public administration to per- 
mit one major farm organization to have a strong voice in deter- 
mining which farmers get services and payments? 

A committee of the Land Grant Colleges and the Department of 
Agriculture recently reported that this was not sound public ad- 
ministration — even for “pure” educational activities. It is inter- 
esting to note that the one dissenter on this committee was Dean 
H. P. Rusk, of Illinois, who served as chairman of the Hoover task 
force for agriculture J 

The task force not only ignores the Extension-Farm Bureau tie- 
up, it also seems to be unconcerned about the cherished educational 
freedom of the Land Grant Colleges — ^their independence from 
USDA action programs. It assigns Extension an important role in 
aU action programs. It recognizes that agencies responsible for 
“compliance with rules and regulations by citizens who participate 
in or receive benefits from” their programs must have authority to 

6 Comment by Walter W. Wilcox* The recommendations on Extension-Agricul- 
tural Hesonrces Conservation Service relations are fuzzy, certainly. I doubt that we 
can ever appropriate enough money to get an adequate job of conservation done as 
long as everyone waits for Uncle Sam to do it The Commission missed a golden 
opportunity to recommend policies which would force state and local groups to 
assume more responsibihty in conservation, perhaps through some form of grants- 
in-aid. 

7 Comment by W. W. W.* The seeming Farm Bureau bias may result from inde- 
pendent farm leaders holdmg the same views on certain issues. But the omission of 
any discussion of Extension-Farm Bureau relationships is a major gap in what 
purports to be a comprehensive set of recommendations The marital relations of 
these groups may not be as imquitous as currently supposed, yet few familiar with 
congressional opimon on this topic eapect Extension to be given important new 
duties until the marriage is annulled. 
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publish facts about these programs and interpret them to farmers. 
But it says Extension is responsible for ‘‘extending this information 
in appropriate ways*** 

With all the diflBiculties that arose during the AAA period (when 
Extension was supposed to handle the educational work for crop 
adjustment programs) fresh in their minds, it is amazing that this 
task force could now blandly propose the same thing over again in 
connection with conservation services and payments to farmers. 
The only recognition that any problem exists in this area is this 
statement from the task force report: 

“However, when a Land Grant College is unable or unwilling to 
co-operate in any given project, and the Secretary believes the 
public interest or the law requires, the project will be carried direct 
to the fanner by the (Federal) Extension Service or other appropri- 
ate agency of the Department.** 

Most people undoubtedly want their Land Grant Colleges to be 
free to criticize Department programs and policies. This plan of 
organization certainly points in the opposite direction. The Exten- 
sion services in the states cannot be a “service agency for all other 
Administrations in the Department** and still be free to conduct 
unbiased educational programs. 


IV 

For the important jobs of commodity price supports, loans, crop 
insurance, and crop adjustment programs, the Hoover Commission 
proposes a new Commodity Adjustment Service. This Service, as 
recommended by the task force, would be the present PMA, minus 
its regulatory and market news functions (which go into a new 
Kegulatory Service) and plus the Commodity Credit Corporation 
and the Federal Crop Insurance Corporation. The Commodity 
Adjustment Services would be organized into commodity bureaus, 
except for CCC and FCIC, 

The individual commodity bureaus would handle all price sup- 
port programs, procurement of supplies for foreign relief, etc. 
CCC, which has in the past administered some of these programs, 
would only be a service agency for financing the programs. 

This implies an organization of adjustment programs similar to 
that of early AAA days. One would expect, if this is true, that the 
same sort of conflicts between bureaus representing dairymen and 
and feed producers, Cotton and Corn Belts, and Wheat and Corn 
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Belts would develop again. It sounds like tlie type of organization 
which T. W, Schultz has criticized as the “department of sepaa*ate 
commodities.” The Commission’s recommendations seem to give 
little weight to the importance of approaching adjustment problems 
from the standpoint of the farm business as a whole. 

Other than this, there woidd be no important change in top 
organization so far as the functions of this Service are concerned. 

* * * 

However, the Commission recommended two important changes 
in accounting and budgeting for price support and other programs. 
It would remove the borrowing authority from CCC, giving it a 
revolving fund of three billion dollars, from which funds for ap- 
proved programs would be drawn. Congress in the future would 
make one appropriation for restoring impairment of capital of CCC 
and another for administrative expenses of the Corporation. 

Another change would remove the authority of the Department 
of Agriculture to use 30 percent of certain customs receipts for 
price support. “The earmarking ... of funds for special purposes 
has elements of waste, since it cannot be predicted that in any par- 
ticular year use of all of such funds . . . wiU be necessary.” 

« « % 

The big change in commodity adjustment programs would be in 
the field organization. The Commission has recommended a sweep- 
ing overhaul of all field services at state, county and farmer levels. 

All actual administrative work in tiie field by all Department 
agencies — ^including that now done by county AAA committees — 
would be performed by regular Department employees. The report 
recommends, however, that the Department make as effective use 
as possible of state departments of agriculture on a co-operative 
basis. In each county, Department of Agriculture Councils, compris- 
ing representatives of the different Departmental services, would be 
organized to exchange information on their programs. “Services 
at county levels and to farmer units should be so merged as to re- 
duce the number of duplicating and unnecessary employees. . . . 
Regular field personnel should be jointly housed, wherever prac- 
ticable.” 

In addition, the Commission proposes state and county agricul- 
tural councils to serve in an advisory capacity on Department pro- 
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grams. This portion of the plan looks much like the councils sug- 
gested in the Aiken bill introduced in the Senate a year ago. 

The state council, according to the task force report, would be 
made up of four ex-officio members: the state secretary of agricul- 
ture, the Extension director, the Experiment station director and 
the head of the state Conservation department Eight farmer mem- 
bers would be elected by the county agricultural councils. 

The county agricultural council would be made up of farmers 
elected by farm owners and tenants of local administrative units 
within the county. 

These councils would replace all present federal agricultural com- 
mittees and boards, including the AAA committees, the PHA ad- 
visory committees, and so on. They would perform only advisory 
duties and would be paid only out-of-pocket expenses. They would 
review and consider all Department programs but would not have 
a ‘Veto power.”® 

Whether these changes in the field organization would bring 
about greater unification, less duplication and more local control 
by farmers could be learned only by actually trying them out. The 
confusion which exists in many agricultural counties today is ample 
reason for trying out a new system, and the proposals of the Com- 
mission on this score probably will receive considerable support. 
However, both the soil district commissioners and the AAA com- 
mitteemen, who have developed highly effective organizations, may 
be counted upon to resist any attempt to absorb them into a general 
advisory council,® 

So far as administration goes, it must be granted that the AAA 
part-time committees have done a good job. But they have shown 
tendencies at times to operate like a farm pressure group — most 
recently in promotion of 90 percent of parity fixed supports in 
opposition to the sliding scale supports of the 1948 farm price act. 
The general farm organizations feel that pohtical activity of this 

8 Comment by W, W. W The task force recommendations on field organization 
may slightly mcrease co-ordination and integration at the local level — but to expect 
a locally-elected group of farmers, actmg in an advisory capacity, to effectively 
co-ordinate the v, ork of several different I'ederal employees hired, fired and directed 
by different bureaus in Washington is unrealistic. 

8 Comment by P. A. C The reports do not make clear what relations between 
the county agricultural council and the supervisors (commissioners) of the soil con- 
servation districts are contemplated It seems likely that, with the proposed general 
advisory coun^ and a different administrative setup for resources conservation, the 
soil conservation districts would tend to atrophy. 
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kind is their business — and not that of people charged with responsi- 
bility of carrying out a government program. By putting all ad- 
ministration in the hands of Department employees and setting up 
broad advisory councils of farmers this danger of ‘‘agency pressure 
groups” may be avoided.^® 


V 

One glaring gap in the task force recommendations is the failure 
to consider the possible need for food distribution programs on the 
order of the food stamp plan or the Aiken food allotment plan. The 
only mention of anything of the kind is of school lunches, and the 
recommendation in that case is to move the program to the Federal 
Security Agency. 

While the purpose of the school lunch program is primarily social 
welfare, the purchasing of food would be done by the Department 
of Agriculture in any case. In a severe business recession, we are 
almost certainly going to carry on food distribution programs on a 
large scale — ^not as a welfare measure alone but also as a means of 
supporting farmers’ incomes. This is strictly XJSDA business. It 
is directly related to other farm programs, crop adjustment es- 
pecially. It would seem wise to this writer to prepare for such pro- 
grams in the Department of Agriculture. An organizational frame- 
work should be ready, and experimental programs should be under- 
way now — so that the worst blunders could be avoided if and when 
the time came for large scale action.^^ 

But the Hoover Commission and its task force either (1) ignore 


Conunent by Carl Hamilton: The Hoover report recommends abolition of the 
AAA farmer-committee set-up. Soth commends the committees for their good 30b 
but, recognizmg their “tendencies to operate like a farm pressure group,” appears 
to “go along” with the Hoover recommendation. There are two things to be thought 
about here. Although it may be wrong in theory, strong agencies of government have 
always developed ways and means of making their thinking known and felt The 
U. S. Forest Service is one of the best organized, most efficient agencies in the 
federal government Yet few groups, either m or out of government, can surpass it 
in ability to accomplish legislative objectives. But it does not operate in the Farm 
Bureau’s field— which makes a lot of difference. 

Furthermore, the clamor in this day of big government is for decentralization. 
The Hoover report itself cries out for more of it Yet here in the AAA committees we 
have one of the first serious attempts to place administration in the hands of farmers 
themselves and — ^because the farmers show tendencies of operating like every other 
government agency — ^we would junk them at the first opportunity. ^ 

Comment by 0 . B. J.: I am less certam that food distribution is a function of 
USD A. Soth seems to regard food distribution as a matter of surplus disposal I lean 
in favor of food distribution guided by dietary considerations and see considerable 
merit in having them administered outside USDA. 
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the possibility of such programs^ (2) prefer that even large scale 
food distribution be handled by another department, or (3) prefer 
crop restriction, foreign “dumping” or other income-support meas- 
ures to domestic food subsidies. 

There are some good reasons why separation of consumer and 
producer interests is desirable in the Federal government. But the 
task force was not concerned with this problem in its recommenda- 
tion that all food and drug inspection and regulation be in the De- 
partment of Agriculture. & here again the failure of the task force 
to provide for an organization oriented to probable future agricul- 
tural problems indicates a bias and a particular point of view on 
general farm policy. 


VI 

On the whole, the Hoover Commission’s reorganization plan ap- 
pears to promise some real gains in orderly administration and eflS- 
cieney . It would establish a chain of command and neat functional 
compartments worthy of military organization. 

But it is this very rigid adherence to a functional concept that 
leads into some blind alleys.^ 

In some of the new Services there would be little chance for effec- 
tive eominnaitm of functions where needed. The Farmers Home 
Administration is one example. The unified administration of the 
Soil Conservation Service is another. It would be a miracle of co- 
operation if the Farm Credit Administration and the Extension 
Service could work together to accomplish the same fusion of edu- 
cation and credit that PHA has achieved. It would be even more 
miraculous if two agencies. Extension and the proposed Resources 
Administration, could do as good a job of helping farmers develop 
conservation plans as SCS has done by itself. 

Thus in splitting some programs up into their functions, the Com- 
mission plan might contribute to inefficiency rather than efficiency. 

** Comment by C. H.; A neat organizational chart is of much less significance 
than a dear recognition of the various fundamental jobs that must be carried out by 
tbe USDA and its dose associates, tbe X.and Grant CoUeges. Crises will come and 
go, and new action agencies will be added and eventually amalgamated in the De- 
partment. Time wiU look aftp those problems. But until organization specialists can 
approach their assignment in the Department with clear realization of the para- 
mount importance of distmguishing (and separating) “research,” “education” and 
“action” nothing really fundamental can be accomplisbed Apparently tbe Hoover 
group did not make that distinction. 
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Charles F. Sable and Thomas C. M. Robinson* 

Bureau of AgncuUurat Economics 

T he measurement of agricultural production was one of the 
original activities of the Department of Agriculture when it 
was organized in 1862. This statistical service was begun after sev- 
eral decades of earnest discussion and promotion by leading fanners, 
agricultural societies, and the farm press for unbiased information on 
major crops during the growing season, harvested production, and 
numbers of livestock on farms. These farmers wanted protection 
from the effect of false and misleading reports emanating from those 
who wished to buy their products at low prices. The published series 
of agricultural production for the nation and by states began with 
the year 1866 — 82 years ago. 

Scope of Published Statistics Concerning Agricultural Production 

At the present time the Bureau of Agricultural Economics pub- 
lishes throughout the year statistical reports giving current national 
and state estimates of production, stocks and prices received by 
farmers for more than 150 farm products. These reports include 
estimates of a creages of various crons-the farmer intends to plant 
(March), acres planted for harves t (July) and ac reages harvested 
(DecemberynJiiring the growing season monthly forecasts of pro- 
duction are made on the basis of r eported crop condition s on the 
first of the month. Conditions of pasture or range are reported 
monthly by states. Production is estimated for 136 crops, including 
fruits, nuts, vegetables, and field crops. 

Statistics concerning livestock and poultry production include 
annual estimates of n umbe rs artjrhTass^ '^live^ c k a^ poultry 
on farms January 1, and annual estimates of c alf and Iamb crops and 
chickens and turkeys raised- Estimates of hogs raised are made 
twice a year, in June for the “spring” pig c rop (December 1 to 
June 1) and in December for the “fall” pig crop (June 1 to Decem- 
ber 1). The v olume of milk and eggs produced is estimated monthly, 
and that of wool and mohair annually. The number of chicks 
hatched is estimated monthly. A complete enumeration is made 

* Paper presented at joint session of American Statistical and American Farm 
Economic Assodations, Cleveland, Ohio, December 29, 1948. 
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each year of the factory output of about 45 different kinds of dairy 
products. Monthly and weekly estimates are made currently for the 
more important dairy products. 

Forecasts and estimates of agricultural production a re made for 
the natioh”and7or eaHTof 48 states. County estimates for a few 
major products are published annually in nearly all states, and 
for most of the important products in 16 states. In 12 of these, 
county estimates are based on an annual Assessors* state farm 
census of crop acreages. The Federal Census provides county statis- 
tics in considerable detail for all states at 5-year intervals. 

Except for a few minor agricultural products the present program 
of the Bureau provides current measures of agricultural production. 
Two fields that are only partially covered are market-garden vege- 
tables grown adjacent to metropolitan areas and bush fruit crops. 
A start is now being made for the New York City area where more 
than 50 different vegetable crops produced locally are sold in the 
New York City market. A beginning has also been made in the 
Boston area. These beginnings were made possible by the designa- 
tion of RMA and state funds for a complete census of market- 
garden crops in these two areas. 

These measures of production are not the only estimates prepared 
by the Bureau of Agricultural Economics, Such subjects as crop 
utilization, farm employment, wage rates, farm accidents, and price 
indexes are outside the scope of this paper although they would cer- 
tainly be listed in any catalogue of Bureau subject matter. 

Timeliness of Agricultural Prodtiction Statistics 

Current series relating to agricultural production for the United 
States and for each of the 48 states — ^intentions to produce, pro- 
spective production, and estimates of production — ^must be timely 
to be of maximum value. For example, the monthly crop reports 
relating to conditions as of the first of the month are issued between 
the 8th and the 10th of the current month, the twice-a-year reports 
of hog production (The Pig Crop Reports) are issued within 18 to 
20 days of the end of the 6-month period covered by the report. 
Somewhat more time (about 6 weeks) is allowed for the December 
report of harvested acreages and production of all crops. For more 
than 80 years the public has been accustomed to this kind of 
•^timetable,” 

In the case of quick-growing vetegable crops, the need for timely 
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information is so great that monthly reports are supplemented by 
a semi-monthly publication called the “Truck Crop News.” This 
publication carries pertinent and timely information as to the 
progress of the various commercial vegetable crops in competing 
states or areas. Conditions referred to are as of the first and fifteenth 
of each month, and the release is made on or about the 6th and the 
20th. Release is simultaneous from the field and Washington oflBces 
and previous review of the state material in Washington is not re- 
quired. Each field-oflSce release carries information on crops in com- 
peting states, whereas the Washington release is a national sum- 
mary. 

Measmes of anticipated, current, and realized agricultural pro- 
duction are of five general types: 

(1) Intentions to produce the principal spring-sown crops are 
estimated in March, based on farmers’ reports of acreage intended 
to be planted to the different crops. Intention reports are obtained 
in June and December for fall and spring farrowmgs (pigs), in 
January for turkeys raised, and in February for chickens raised. 

(2) Forecasts of yield per acre and/or production are made 
monthly during the growing season for each crop, based on farmers’ 
reported condition of the crop in percentage of a “normal” or “full’ 
crop on the 1st of the month, and on estimates of crop acreages 
made July 1 for spring-sown crops and December 1 for wdnter 
wheat and rye. 

(3) Current estimates of yield per acre and/or production are 
made at completion of harvest. Revised estimates of acreage, yield, 
and production of all crops are made the middle of December each 
year. 

(4) Revised estimaies are made after the close of the marketing 
season and, except for cotton, tobacco, peanuts, sugar beets, and 
sugarcane, are not published until the following December crop re- 
port. 

Revised estimates for cotton, tobacco, sugar beets, and sugar- 
cane are published in May, and peanut revisions are published in 
July. These revised estimates for all crops are made ex post facto, 
or historically. They are based primarily on commercial marketings, 
shipments, volmne processed or handled, and other commercial 
or PMA data that are available and reasonably complete, and on 
the Annual Assessors’ State Farm Census in the few states in which 
an historical enumeration of acreage or production is made. These 
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conunercial check data include cotton ginnings, peanut shellings, 
tobacco sales, reports from sugar manufacturing companies, fruits 
and vegetables canned and processed, carlot shipments of fruits, 
vegetables, livestock and grain, records on numbers of livestock 
assessed for taxation, market receipts of livestock and other agri- 
cultural products, quantities of certain agricultural products proc- 
essed for sale, plant production of manufactured dairy products, 
and state inspection records of livestock movements, slaughter, 
and inventory counts. 

(5) Final remsed estimates are made every 5 years after Federal 
Census data become available. This revision involves the level of 
the annual estimates for the last 5 years. Federal Census data are 
adjusted for incompleteness and also to get back to a January 1 
basis in the case of livestock inventories. The adjusted Census data 
are then relied on rather heavily in the case of those agricultural 
products for which commercial check and other information is in- 
adequate or not available. Examples are agricultural products that 
are largely consumed on the farm or shipped primarily by truck 
rather than by rail. 

Intentions, forecasts, and current estimates are based almost 
entirely on returns from voluntary mail sampling, interpreted by 
means of regression, that is, the historical relationship of the revised 
or final revised estimates to the sample averages and ratios. In a 
few important states in which the Assessors’ State Farm Census is 
taken in the spring and relates to the acreage of crops planted, or 
to be planted, a sample of these data by townships is used in esti- 
mating crop acreages for harvest on July 1, and in the fall a mail 
survey of farmers reporting on the spring State Farm Census is 
used to bring crop acreages planted, or intentions to plant, to an 
acreage-harvested basis. 

Methods of Sampling 

A — ^VoiiUNTABT Mail Sampling: Two types of observations 
are used with mail questionnaires, (a) judgment-for-the-locality ob- 
servations for condition of the growing crop and pasture expressed 
as a percentage of a “normar’ or “full” crop, probable yield, and 
harvested yield per acre, and (b) individual-farm observations for 
crop acreages, numbers of livestock, farm stocks, utilization of live- 
stock, and acreage-and-production to obtain a derived yield per 
atsre after harvest. The individual-farm observation relates to the 



Measurement of Agricultural Production 


217 


reporter’s own farm, whereas the judgment-for-the-Iocality obser- 
vation relates to the farms in the locality where the reporter lives. 

Voluntary mail samples fall into four general categories, the first 
three of which are as follows : 

(1) Regular monthly reporters receive a general crop and livestock 
questionnaire the first of each month. Items on these monthly ques- 
tionnaires are predominantly judgment-for-the-locality type of 
questions on crop and pasture conditions, yields per acre, etc., 
but they also include individual-farm observations on the rate of 
milk and egg production, farm stocks quarterly, farm emplo3mient 
and wage rates, etc. This regular monthly reporter list of about 

80,000 farmers returns on the average about 24,000 questionnaires, 
or 30 percent. 

(2) Iridmduahfarrri reporters receive crop-acreage questionnaires 
in March on intentions to plant, in June on crop acreages for har- 
vest, and in the late fall on acreage and production. In January 
they receive a livestock disposition questionnaire. These question- 
naires are sent to about 320,000 farmers. On the average, about 

80.000 usable schedules are returned, or 25 percent. In many states 
the regular monthly reporters are also included in making these 
individual-farm inquiries. 

(3) The rural mail carriers of the Post OflSce Department dis- 
tribute about 600,000, unaddressed individual-farm cards to farm- 
ers along their routes three times each year — ^in June and Decem- 
ber on livestock and in October on crop acreages harvested. About 

160.000 cards or 27 percent are returned and tabulated. 

The voluntary mail samples described above are what might be 
called “general-purpose” samples. The questionnaires used include 
a considerable number of the more generally grown agricultural 
products and they are sent to a general list of farmers in all agricul- 
tural counties in each State. In addition, special-purpose^* mail 
sampling is used in forecasting and estimating acreage, condition, 
yield and/or production of important commercial crops and classes 
of livestock for which an adequate sample cannot be obtained by 
general-purpose sampling. Examples are commercial fruit, nut, and 
vegetable crops; such field crops as tobacco, dry beans, broomcorn, 
sugar beets, sugarcane, and seed crops; cattle and lambs on feed, 
sheep, cattle, and goats on ranches, wool and mohair produced, 
turkeys, broilers, non-federally inspected slaughter, grain stocks in 
mills and elevators, chicks hatched, and, in a few states, monthly 
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egg and milk production. Mailing lists of these special producers and 
processors are maintained in the Agricultural EstimatesField Offices. 

Population characteristics of agricultural producers that require 
“special-purpose” sampling may be summarized as follows. 

(1) The populations are small in size compared with all agricul- 
tural producers in a state; consequently, the frequency of occur- 
rence is low. 

(2) The production is usually geographically concentrated in one 
or a few areas because of special soil, marketing and especially 
climatic requirements of these agricultural products. 

(3) Some of these agricultural specialties have a sporadic dis- 
tribution in space, and a few are sporadic in both space and time; 
for instance, in-and-out cattle and lamb feeders, producers of cer- 
tain commercial vegetable crops in some states, and producers of 
such seed crops as clover and bluegrass. 

(4) A relatively small proportion of the larger growers usually 
produce a high proportion of the total production. For example, in 
New England less than 10 percent of the farms on which chickens 
are raised produce more than 70 percent of the eggs 

Geographic stratification and weighting are used with the volun- 
tary mail samples. A typical state is divided into nine “crop-report- 
ing districts” and weights are based on data from the last available 
Census, Federal or State. These crop-reporting districts are deline- 
ated in a more or less arbitrary manner with about an equal number 
of counties in each district. In a few states, consideration has been 
given to type-of-farming areas in making this stratification. But 
as one system of stratification is used at present for practically all 
agricultural products, probably little would be gained from a more 
refined method of geographic stratification. 

Research is now under way to determine the statistical efficiency 
of the present method of stratification, and whether a somewhat 
different stratification might not be used to advantage with differ- 
ent important agricultural products in some states. In a few states 
an additional stratum of “large farms” (1,000 acres and over) 
superimposed on geographic stratification has served to increase 
the stability of acreage ratios obtained from voluntary individual- 
farm mail samples. 

B — ^PiELD Observations and Peesonal Contacts with Com- 
MEBCiAii Pboducbbs. BAE statisticians make general field observa- 
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tions of crops during the growing season and tave personal con- 
tacts with well-informed growers, livestock producers, and other 
""key"' people who buy or handle farm products, or extend credit 
to farmers. These personal contacts are practically indispensable 
with the agricultural products which require “special-purpose” 
sampling; in evaluating the damage done to crops by hurricanes, 
freezes, floods, hailstorms, or droughts; and in estimating cattle 
and sheep on feed. 

C — Objective Plant Counts and Measurements: Objec- 
tive plant counts and measurements are made with certain impor- 
tant commercial and feed crops in the fields in which these crops 
are growing. Objective sampling methods are used in selecting the 
fields to be sampled and in selecting the small “sample areas” for 
harvest. These methods have been used with wheat, corn, cotton, 
potatoes, peanuts, and soybeans. For citrus fruits “frame counts” 
are made in California and Florida in selected groves to determine 
the number of fruits on trees in comparison with previous years. 
Diameters of representative fruits also are measured to obtain an 
index of size. The crop meter, which is attached to the speedometer 
cable of an automobile, has been used to measure the crop frontages 
along selected routes each year to provide an indication of acreage 
change in various crops from year to year in certain areas of the 
country where this technique is practicable. 

D — Pre-Selected Interview Sampling: In recent years in- 
terview area sampling has been successfully used to a limited extent 
in making estimates of certain kinds of agricultural phenomena 
for which voluntaiy mail sampling is not especially appropriate. 
Examples are family and hired labor employed on farms, farm 
wages, farm accidents, farm income and expenses, farm machinery, 
and farm practices, including the use of credit, fertilizer, and vari- 
ous marketing channels. 

A 15,000 farm nation-wide farm-interview survey was made in 
January 1947, a 12,000 farm sample in April 1948, and a 10,000 
farm sample in September 1948. In the first two surveys, area seg- 
ments were enumerated in more than 800 counties by about 450 
local interviewers under the direct supervision of the agricultural 
statisticians in the 41 Agricultural Estimates Field OflBces. Because 
of limited resources the October 1948 survey was confined to 400 
counties and covered only farm employment and wages and farm 
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accidents. Tlie other two surveys were made with a longer schedule 
which required on the average about one hour of interview time. 
Increasing operating costs make necessary proportionally increased 
appropriations if nation-wide interview surveys are to be continued. 

Objective sampling of this kind makes it possible to obtain a 
representative cross-section sample of all kinds of farms and farm 
operators that can be expanded directly into an estimate, even with- 
out use of Census data for expansion. In the case of a good many 
agricultural phenomena voluntary mail sampling requires the use 
of regression methods of estimation using the average relationship 
between an historical series of revised estimates and the historical 
series of sample averages or ratios. The sampling error of estimates 
made from an objectively taken sample can be determined and fre- 
quency distributions and various cross-classifications can be con- 
structed as well as aggregate estimates. With voluntary mail sam- 
pling, on the other hand, the sampling error cannot be measured by 
any statistical methods as yet developed and estimates can be 
made only in terms of totals and such averages as yield-per-acre, 
milk production per cow, or rate of lay per hen. Furthermore, a 
good deal ifiore information can be obtained with an interview 
sample than with a mail sample. In general, a mail questionnaire 
must be kept short and simple or the returns will be very small and 
highly selective. 

On the other hand, mail sampling, accompanied by regression es- 
timating has certain advantages over interview sampling. It is 
much less expensive, and estimates can be made from a nation-wide 
mail sample in from 8 days to 6 weeks, whereas an interview sample 
requires several months, depending upon the length and complexity 
of the schedule and the adequacy of machine-tabulation facilities. 
With present resources, BAE is limited very largely to the use of 
mail sampling. 

E — *'Semi-controlled” and “Controlled” Mail Sampling* 
Selectivity in returns from mail sampling usually introduces bias 
in the final results unless some sort of control is exercised. “Semi- 
controlled” mail sampling differs from “uncontrolled” mail sam- 
pling in that the returns are stratified and weighted to minimize 
the effect of differmiial response. Differential response in a mail 
sample may be associated with one or more characteristics of the 
population sampled, such as age or education of the operator, type 
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of farm, size of farm, size of the individual farm enterprise (number 
of hogs, dairy cows, acres in a specified crop, etc.), capacity of a 
processing establishment or hatchery, etc. In addition to using such 
control information for stratifying and weighting the returns, we 
can go a step further and use the information to design the mailing 
list in such a way as to achieve a more nearly optimum allocation 
of returns from the various strata than would be obtained from an 
uncontrolled selection of names. Population characteristics used for 
these purposes must be known for the entire population, or at least 
for a representative cross-section of it, preferably for a recent date. 
If the ixiformation is to be used in designing the mailing list, it must 
also be available in advance of making the survey. The particular 
characteristics that are used as controls must be correlated with 
the items that are estimated from the sample if they are to be effec- 
tive. 

An Assessors’ State Farm Census, an interview survey such as 
the ones made by BAE in January 1947 and April 1948, or similar 
sources of information may be used to provide the necessary con- 
trol information. The “semi-controlled” mail sample is then ob- 
tained by circularizing all, or a properly designed sample, of the 
names so obtained. Returns are then stratified and weighted by 
one or more known characteristics of the population that are corre- 
lated with the items to be estimated. When that is done we have a 
“semi-controlled” mail sample, or one that is corrected at least in 
part for the selectivity that is inherent in a mail sample. 

During the last 18 months, BAE has successfully experimented 
with “semi-controlled” mail sampling. For example, in June and 
July 1947 and again in January 1948, short schedules were mailed 
to the respondents of the January 1947 interview survey. Returns 
from two successive mailings were 70 percent in Jime, 60 percent 
in July, and 55 percent in January. These returns were much larger 
than those usually obtained in mail sampling. From the July survey 
an estimate was made for REA of the number of farms electrified 
and not electrified. 

Complete control of a mail sample may be achieved by interview- 
ing a properly designed sample of non-respondents to the mail 
survey. This procedure has been used only to a limited extent in 
our organization, but it shows considerable promise as a tool for 
detecting biases that may not be completely eliminated by the 
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‘^semi-controlled” process and for making necessary adjustments in 
mail returns. A “controlled” mail sample is actually a combination 
of mail and interview sampling. 

“Controlled” mail sampling offers promising possibilities in con- 
nection with “special-purpose” sampling of small but commercially 
important agricultural populations or for the small strata of the 
large producers in such populations who account for a very large 
percentage of the total production. In fact, “controlled” mail 
sampling is now used to a limited extent by some of the BAE Field 
Offices. 


Methods of Estimation 

Forecasts and current estimates have been made by regression 
methods since about 1930 for practically all agricultural products 
except the fruit crops, and even there the regression method has 
been used for citrus and pecans. Relationships between the histori- 
cal series of revised estimates of acreage, numbers of livestock, yields- 
per-acre, etc., and the historical series of crop-acreage ratios to 
land in farms, average number of each species of livestock per farm, 
yields-per-acre, etc,, obtained from the voluntary mail samples 
described earlier in this paper, are shown on scatter diagrams. The 
“regression line” actually used is “fitted” by the statistician when 
he makes the forecast or current estimate by means of a hair line 
centered on a transparent ruler. In this way allowance may be made 
for trend, or change in the relationship over time, and greater 
weights may be given to previous seasons which seem to be most 
nearly comparable with the current season. 

Unlike other crops, in forecasting the cotton crop the Board es- 
timates production, and the yield per acre is derived by dividing 
the estimated production by the indicated acreage for harvest. 
Instead of estimating the yield per acre and multiplying this figure 
by the acreage for harvest to obtain production, it has been found 
that some precision is gained by correlating indexes of production 
with actual production. The index of production based on the re- 
ported condition is obtained by multiplying the condition times 
the weighted par yield (that is, the yield corresponding to 100 per- 
cent condition) times the current acreage for harvest. The produc- 
tion index for the reported jdeld per acre is simply the product of 
the reported yield and the current acreage for harvest. The level of 
both reported condition and the yield per acre tends to be a func- 
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tion of the acreage level, resulting in some gain in reliability of the 
estimates and considerable saving in time required in making the 
estimates. 

Condition and probable yield of cotton as reported early in the 
season do not adequately take into account the level of boll-weevil 
damage. An index of loss caused by weevils, based on the reported 
weevil infestation, therefore is used as an additional variable in the 
forecasting procedure. Use of this second factor, which involves 
multiple correlation, results in a significant improvement in the 
accuracy of early season forecasts. 

Beginning in October, about 50 percent of all ginners report the 
number of bales expected to be ginned after that date in addition 
to reporting the number of bales ginned to date. These data are 
used to calculate the percentage ginned to date. This figure is ex- 
panded to an estimate of production in two ways. In one procedure 
the derived percentage ginned is correlated with the actual percent- 
age ginned to remove the bias. The estimated ginnings to date are 
then expanded to 100 percent using the correlated percentage 
ginned, the estimated bale weight, and the cross-state ginning cor- 
rection. This index of production is charted against actual produc- 
tion. In the other procedure, the estimated ginnings to date are 
adjusted to 100 percent based on the ginners’ percentage ginned as 
originally calculated, the reported bale weight, and the cross-state 
factor. The one regression of production on this index removes the 
bias. The latter procedure is proving to be the more satisfactory. 
As the ginning season progresses, more and more weight is given 
to ginners’ indications in adopting production estimates. 

In the winter wheat area of the southern Great Plains, precipita- 
tion during the autumn months is of vital importance in starting 
the new seedings. Therefore, charts of final yields against Septem- 
ber-November precipitation are used in preparing the December 
forecasts of the following year’s winter wheat yield. In each of the 
spring and early summer months until harvest, cumulative precipi- 
tation charts are used in much the same way. Similarly, April 
precipitation is used in May to forecast potato yields in Virginia. 
In a number of states in the northeastern fourth of the country final 
potato yields are highly correlated with pasture condition during 
the early part of the season; in those states, pasture condition is 
used as a separate indicator of prospective potato yields. 

The interesting thing about all of these methods is that they rep- 
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resent departures from sole reliance upon reported condition and 
probable yield of the crop in forecasting production. In the case 
of many other crops, as has already been noted, processing or mar- 
keting data are considered oft&r harvest has been completed in ar- 
riving at a final or revised estimate of production. Sometimes such 
data are used on an absolute basis, as in the case of cotton ginnings; 
sometiines when not all of the crop is accounted for, as is the case 
with truck crops, regression charts are used. 

Research is being undertaken to determine whether a more ob- 
jective method of fitting the regression line and allowing for trend 
and other factors would increase the accuracy of forecasts and cur- 
rent estimates; and also to determine whether, in addition, the 
regression of revised estimates on forecasts and current estimates 
of production would improve accuracy. Another research project 
has been planned to determine whether the accuracy of forecasts 
of yield-per-acre at harvest could be improved by using, for more 
crops than at present, other factors in addition to reported condi- 
tion of the crop or probable yield per acre, such as weather factors 
that might reflect test weight in the case of small grains, shelling 
percentage and moisture content in the case of corn, or weight of 
the leal in tobacco. 

Considerable research was done during the late ^20s and early 
*80’s exploring the relationships that might exist between avail- 
able weather factors before or during the growing season and 
harvested yield-per-acre of important crops. Use of precipitation 
data in forecasting yields of wheat and potatoes is a result of such 
research. It was found, however, that for most crops the appear- 
ance of a crop as reflected in the reported condition served as an 
“integrator’* of previous weather effects and gave as high or higher 
correlations with harvested yields as did any of the combinations 
of weather factors to the date (the first of the month) when the 
condition of the crop was reported by crop correspondents. 

However, further research is needed in approaching the problem 
from the standpoint of using appropriate weather and other factors 
in eomWnoiion with the reported condition. Factors that might be 
considered are pre-planting-period rainfall, advancement of the 
crop, and rainfall during the last week or 10 days of the month. It 
is possible that the most recent weather has not been fully reflected 
in the appearance of a crop on the first of the month. Similar studies 
of weather effects might establish significant relationships with 
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yield for the first week in the month, thereby making it possible, 
although not necessarily desirable, to bring the forecast of crop 
production more nearly up to date when it is released on the 8th to 
the 10th of the month, whereas now the forecast relates to the con- 
dition of the crop as of the first of the month. If reliable weather 
forecasts for the remainder of the growing season were available, 
the accuracy of within-season forecasts of yield and production 
undoubtedly could be increased. 

Hesearch has already been undertaken for the purpose of mak- 
ing fuller use of “semi-controlled” mail sampling from the Asses- 
sors^ State Farm Census data in some of the states in which these 
censuses are taken each year. For example, in Iowa estimates of the 
number of sows farrowing each month are being made experimen- 
tally with marked success. The questions are asked on the General 
Schedule, but control information for the farms involved comes 
from the Assessors’ Census. 

Since the late ’20’s “matched” or “identical” farm samples, that 
is, a comparison of current reports from the same farms from one 
year to the next, have been used as an additional indication of year- 
to-year changes in crop acreages and livestock numbers. A matched 
sample of this kind is essential in states where the number of “bona 
fide” farms is small or where the agriculture is extremely diverse 
and specialized, to provide some semblance of stability in the indi- 
vidual-farm samples of crop acreages and livestock numbers. Un- 
fortunately, the smaller matched mail sample is often more selec- 
tive of the more cooperative and progressive farm operators than 
is the larger unmatched mail sample, and it may be more biased on 
that account. It is doubtful whether a matched sample should be 
given much consideration when the sample returns are adequate to 
provide stability in crop acreage ratios to land in farms. 

As suggested a moment ago, regression methods are not so widely 
used in the estimation of fruit crops as in the estimation of field 
crops. It is true that they are used regularly for citrus and pecans 
and experimentally for a number of other fruits. Frame counts are 
also used for citrus. For most other fruit crops, however, production 
is still estimated directly by the so-called **par” method, a variation 
of which was also used from 191^ throu^ 19^9 for field crops. As 
currently employed in the estimation of fruit production, the 
method consists essentially of the computation for each state of an 
assumed 100 percent or full production for a given year on the 
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basis of tbe relationships in recent years between estimated pro- 
duction and average reported production as a percentage of a full 
crop. The calculated full crop is called “par.” Early in the season 
of the given year, the reported condition as a percentage of a full 
crop is converted to probable production as a percentage of a full 
crop by regression methods, and the resulting percentage produc- 
tion estimate is multiplied by the ‘"par” to obtain an estimate of 
the probable size of the crop in absolute terms that is, in bushels, 
boxes, barrels, or tons. Similar procedures are run through each 
month until the last month of the season, when the reported pro- 
duction as a percentage of a full crop is applied directly to the 
“par,” 

Bias in Mail Samples 

Mail samples are subject to an unknown degree of bias because 
of the selectivity in the returns received, and the fact that the mail- 
ing list, except in “semi-controlled” or “controlled” mail sampling, 
is ordinarily not a true cross-section of the population sampled. 
The population of farm operators may be thought of as forming a 
pyramid with the more cooperative and progressive farmers at the 
top. The mailing lists used in sampling are composed in large part 
of the farmers who do cooperate by returning mailed question- 
naires, at least occasionally. The returns of a mail sample may be 
considered as coming from the top part of such a pyramid; these 
operators have larger farms and more livestock than the average 
farmer; they more readily adopt new farming practices and new 
crops, use improved varieties of seed and more fertilizer than the 
rank-and-file; and generally they are the farmers who also cooper- 
ate with the agricultural county agent 

From the standpoint of judgment-for-the-locality type of ob- 
servation, farmers from the top of the pyramid are preferred, lead- 
ing farmers who are acquainted with what is happening in their 
locality. However, in individual-farm sampling of crop acreages 
and livestock numbers a more nearly representative cross-section 
sample of farm operators is needed than can be obtained by uncon- 
trolled mail sampling. The more progressive and cooperative farm- 
ers may not change their crop acreages or numbers of livestock at 
the same rate as the “rank-and-file.” They may be more or less 
sensitive, to the impact of economic or natural forces that affect 
the profitableness of their operations. 

To the extent that the bias of a mail sample remains constant, 
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the regression method of estimation has proved reasonably satis- 
factory, even with many of the minor crop and livestock items, as 
evidenced by a comparison of estimates with census enumerations. 
It is least satisfactory for new crops introduced in a state for which 
no adequate independent indications are available for use on a 
regression basis. Where new high yielding varieties are rapidly in- 
troduced or where fertilization or chemical weed control is used 
more generally to increase production, an additional variable must 
be introduced for forecasting yields. 

The problem is this: in the early stages of the introduction of a 
new crop or farming practice, statisticians ordinarily can not know 
the extent, or perhaps even the direction of, the bias present in 
mail samples. Our theoretical model of what happens is something 
like this: "‘In the early stages a mail sample tends to overestimate 
the acceptance of the new crop or practice, and then after the farm- 
ers who inhabit the top of our pyramid have pretty generally 
adopted the improved crop or practice, the rank-and-file farmer 
becomes interested and ‘follows suit.^ Consequently, the mail sam- 
ple shows little or no increase at a time when the rank-and-file 
farmers are increasing rapidly. This situation can be visualized by 
super-imposing a growth curve representing the acceptance of the 
new crop or practice by farmers who inhabit the top of our pyramid 
on another growth curve representing acceptance by the entire 
population. The first starts upward at an increasing rate while the 
second is getting slowly under-way; the first begins to level off 
while the second is increasing at a rapid rate.” 

Let me repeat, this is a theoretical model and although applic- 
able in modified form to a good many situations, to many other 
situations it is completely inapplicable. Let us suppose that a new 
pasture or hay crop comes into an area because it does well on poor 
land. Lespedeza in Missouri is an actual example. Insofar as the 
farmers on the poor land may not be adequately represented in 
our voluntary mail sample, the increasing importance of the new 
crop is underestimated in our sample indications. Furthermore, it 
is very probable that the time-lag in adoption of new crops and 
practices by the “poorer” or less progressive farmers in a given 
area is much less than our theoretical model envisages. The tre- 
mendous reliance on the radio as a source of technical information 
has no doubt reduced the relative advantage enjoyed by the 
better-educated farmer who reads the experiment station bulletins 
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and utilizes tlie advisory service of the county agent. Furthermore, 
there is a growing practice among the seed companies to test their 
new varieties and hybrids in each area before making the seed 
available commercially in that area. This means that adequate 
supplies of seed become available to all would-be users much more 
nearly simultaneously than was the case when seed companies 
permitted their product to go into areas to which its adaptation 
had not been tested. 

Obviously, our theoretical model is an over-simpMcation, the 
uncritical use of which would be dangerous. Under circumstances 
of rapid technological change such as we have just been describing, 
some independent and imbiased indication is absolutely neces- 
sary for the making of reliable estimates. In the dozen or so 
states in which W’e have state Assessors’ Censuses, unbiased infor- 
mation as to acreage can be obtained, and in a few of them informa- 
tion as to production as well. In the great majority of states, how- 
ever, no complete enumerations of any sort are made between quin- 
quennial Censuses of Agriculture. Complete marketing or process- 
ing checks are possible wdth relatively few farm products. Having 
neither an Assessors* Census nor a complete production check, a 
state in which a new crop, variety, or practice is spreading must 
ordinarily resort to one of the four following techniques: 

(1) Pre-selected interview sampling, 

(2) Objective plant counts and measurements, 

(3) Controlled mail surveys, 

(4) Semi-controlled mail surveys. 

The decision as to which of these to use depends upon avail- 
ability of the representative lists necessary for controlled or semi- 
controlled mail surveys, funds available, and accuracy of informa- 
tion obtainable from individual producers. In ascending order of 
cost the methods are semi-controlled mail, controlled mail, pre- 
selected interview, and objective plant counts and measurements. 
The last method is ordinarily used where the individual farmer 
may not know the answers for his own farm. For example, in parts 
of the South where most of the corn is fed without being cribbed 
there is a widespread impression that most farmers never knowhow 
much com they have produced, even at the end of the season. If 
this is true, even a complete census may give erroneous answers. 
The solution to this problem is an objective pre-harvest survey in 
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which a representative sample is laid out, and the corn from meas- 
ured areas is harvested and weighed. Such a survey was made in 
Alabama during the recent autumn, and preliminary results indi- 
cate that the yield, as estimated from the General Schedule indica- 
tions, is at approximately the right level. 

Reliabtlity of Forecasts and Current Estimates 

A research project is under way in the BAE to evaluate the ac- 
curacy of forecasts and current estimates of agricultural production 
for the United States and by states for the purpose of deterimning, 
as well as available data will permit: 

(1) The level of accuracy of various forecasts and current esti- 
mates; 

(3) The increase in accuracy over time; 

(3) Any systematic error in the United States and state forecasts 
and current estimates; 

(4) The gain in accuracy in forecasting and estimating resulting 
from the use of current survey indications for the crop or 
livestock item in question, rather than merely carrying for- 
ward Federal Census data, the previous yearns jBnal estimate, 
or a trend computed from previous years’ final estimates. 

It is theoretically possible that in the case of very minor crops or 
livestock items in some states the use of current survey indications 
from ^‘general-purpose” samples may not give any more accurate 
forecasts or estimates than the rough methods which would have 
to be resorted to if such survey data were not available. If that 
situation is discovered, a change in estimating methods will prob- 
ably result, for the current expenditure of time and funds in the 
making of the survey will not be justified. Systematic errors at 
either the state or the United States level obviously would call for 
corrective action to minimize such errors in the future. 

The methodology of the current appraisal is relatively simple. 
Forecasts and current estimates are compared with revised esti- 
mates made after the current year’s production has been marketed 
or has become carry-over. The degree of independence in source 
data such as between current estimates and final revised estimates 
varies greatly among crop and livestock items. The greater the 
independence the more valid the appraisal of accuracy when fore- 
casts and current estimates are compared with final revised esti- 
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mates. In tie case of agricultural products that are consumed 
largely on farms and commercial agricultural products for which 
inadequate check data on shipments, marketings, or amounts proc- 
essed are available, a comparison of forecasts and current estimates 
with final revised estimates will not be very meaningful, and, in 
fact, wdll amount to an appraisal of “internal consistency.” All fore- 
casts and current estimates are evaluated in comparison with the 
final revised estimates unless the use of the earlier revised estimates 
provides a more valid comparison of year-to-year change. The “de- 
partures” of forecasts or cmrent estimates are expressed both in 
units of measure (bushels, bales, barrels, etc.) and as a percentage 
of the final revised estimate. Similar comparisons are made of the 
change from the previous year’s revised estimate. A “direction 
score” is also calculated which measures success in forecasting the 
direction of change expressed on a scale from zero to 100 percent. 
This is the proportion of the forecasts or current estimates that were 
in the correct direction from one year to the next. 

Whenever an appraisal of forecasts and estimates in major 
States and the United States for a significant number of crop and 
livestock items has been completed, the results will be made avail- 
able in as intelligible form and widely circulated medium as pos- 
sible. 



DISCUSSION 

Clifford Hildreth 

I BELIEVE tliis paper is serving a useful purpose and I am glad to see 
the material presented. The principal suggestion I wish to make is that 
considerably more of such information is needed and should, I beheve, be 
published regularly along with the various estimates that the Bureau of 
Agricultural Economics publishes. 

In the early part of the paper it is pointed out that the production infor- 
mation services of the Department of Agriculture were initially undertaken 
to protect farmers from “false and misleading reports.’* Nothing further 
is said about the purposes served by such information. It seems to me that 
there are four principal groups vitally interested in the production infor- 
mation gathering services of the BAE. These are farmers, dealers and 
processors of agricultural products, action and legislative agencies of the 
government, and agricultural research workers I am better acquainted 
with research workers than with the other groups so my suggestions are 
offered primarily with their needs in mind. 

The worker who is basing research on production data always needs 
some indication of the reliability of the data It would be a useful practice 
if these data were regularly accompanied by indications of rehability If a 
particular estimate has been obtained by a sampling process, a standard 
error of estimate can be calculated. If a published estimate is based largely 
upon subjective judgments then a standard error in the usual statistical 
sense is ordinarily not possible. However, those persons who are able to 
exercise sound judgment in formulating an estimate should also have some 
judgments as to the reliabihty of the estimate and their judgments as to 
reliability would be of great help to the research worker. The Census 
Bureau has been furnishing estimated standard errors along with its esti- 
mates of various magmtudes for several years. 

In addition to the data-gathering agency’s own estimates of rehability 
the research worker should have ready access to a fairly complete descrip- 
tion of the information gathering and estimation processes. This would 
serve two useful purposes — ^it would enable the research worker to form 
an independent judgment as to reliabihty of the data and it would enable 
him to offer suggestions for improvement in the processes. 

To illustrate these notions I should like to mention several matters 
treated in the paper that I believe are of interest to research workers and 
on which I think the research worker needs considerably more information 
before he can form a judgment as to the desirability of the practices now 
being followed. This is not intended to mean that I believe the needed 
material should have been included in the present paper but is offered as a 
suggestion for supplementing the information given in the paper. 

In comparing mail sampling interview sampling the paper states that 
mail sampling is generally less Expensive and yields results more quickly 
than interview samphng. I do not see why results cannot be obtained 

^ Morris H Hansen and Wflliam N. Hurwitz, “The Problem of Non-Response in 
Sample Surveys.” Journal of the American Statisttcal Association^ v. 41, pp. 517- 
529 
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quickly wlien speed is an important consideration and when this is taken 
into account in the design of the survey. There are instances in which 
interviewing surveys have yielded results very quickly. It is true that inter- 
viewing surveys generally cost more than mail surveys ; however it is possi- 
ble that some relevant items in the cost comparison are sometimes over- 
looked. In a mail survey part of the cost to the public does not appear as a 
BAB eiqienditure but is borne through the postal deficit. Also extended use 
of interview surveying would generally improve the reliabihty of survey 
results and this should make possible some reductions in the costs of non- 
survey estimation activities. It is probable, however, that these adjust- 
ments still leave interviewing as the more expensive survey technique. The 
extra cost must be balanced against the additional information that can be 
obtained from an interview as compared to a mail questionnaire and the 
increased reliability of the results of a well-conducted interview survey. 

The technique that was called controlled mail sampling in the paper may 
be the preferred alternative in many cases. It has been developed from a 
sound theoretical base by Hansen and Hurwitz who have provided meth- 
ods for estimation of magmtudes, methods for estimation of error, and the 
prmciples to be considered in designing an efficient survey I know of no 
comparable work for semi-controlled mail samphng and am somewhat more 
doubtful regarding its general value. In particular its use seems to depend 
upon making corrections from regression equations estimated from the 
sample. These regression estimates will ordinarily be subject to an unknown 
bias making it impossible to estimate the errors of the various “corrected"’ 
estimates of magmtudes. 

Another process in which the research worker is interested and which he 
cannot evaluate without rather detailed information is the formation of 
Final Revised Estimates after Census data are available. These estimates 
will be used in any attempt to recover information from past history. The 
appropriate revision wiU depend on hypotheses held regarding the compo- 
dlion and relative size of errors in the unrevised estimates and in the 
Census data. For example, if it were held that errors in unrevised estimates 
were independent from year to year but were large relative to errors in 
Census data, the appropriate adjustment would be to substitute Census 
data for unrevised estimates for Census years and to leave unrevised esti- 
mates for other years unchanged Other hypotheses would lead to other 
appropriate adjustments. 

It was indicated that when regressions are used in making forecasts or 
estimates the regressions are obtained by a visual fitting process and it was 
pointed out that this permitted allowances to be made for changes in the 
relationship over time and permitted greater weights to be attached to 
more nearly comparable seasons. Both these things can, of course, be done 
with computed regression equations. H regressions are computed the in- 
vestigator must make explicit his assumptions about changes in relation- 
^ps and weights to be applied. This, I believe, is an advantage. Too often 
in visual fitting assumptions that affect the result are hidden, and ap- 
praisal and criticism of the work becomes very difficult. 

The above topics are cited as examples of some concerning which the 
useful information given in the present paper needs to be supplemented. 
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AND WAGE RATES* 


Thomas C. M. Robinson and Paul P. Wallrabenstein 
Bureau of Agricvltural Economics 

O UR aim in this paper shall be to review rather briefly the 
history of the two types of agricultural-employment esti- 
mates, to describe in some detail the new series of employment esti- 
mates which will probably be released in our January 1949 Farm 
Labor Report, and to discuss in rather general terms the problem of 
estimating wage rates. 

Employment Statistics 

There are two basic approaches to the problem of estimating 
the number of people working on farms, or in any other sort of 
establishment for that matter. The first, commonly known as 
the establishment approach, consists of obtaining information from 
proprietors in regard to the number of people working in their 
establishments during a specified reporting period. Either complete 
enumeration of all establishments can be made, as in Censuses of 
Agriculture, Manufactures, or Mining; or information can be ob- 
tained from a sample of establishments, as is done by the Bureau of 
Labor Statistics and the Bureau of Agricultural Economics. The 
second, known as the population approach, consists of obtaining 
information about the employment activity of individuals either 
from them or from members of their households. A complete enum- 
eration can be made, as was done in the 1940 Census of Population; 
or information can be obtained from a sample of households, as is 
done by the Bureau of The Census for its Monthly Report on the 
Labor Force. 

The Department of Agriculture has been obtaining crop informa- 
tion from farmers for more than 80 years. It was only natural, 
therefore, that when the Department wanted information on farm 
employment the establishment approach should be used. In Octo- 
ber 1923, four questions on farm employment were added to the 
General Schedule which was sent to the township reporters. These 
questions, which were used through November 1925, asked for 
information regarding employment on the crop-reporter’s farm, as 

* Paper presented at joint meeting of American Statistical and American Farm 
Economic ^sociations, Cleveland, Ohio, December S9, 1948 
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of the first of the current month and the first of the preceding month. 
In November 1923, for instance the questions read: 

Farm Labor: 

Number of persons working on this farm. 

(Do not include household workers.) 

(a) Family labor, including operator 

No. on November 1 

No. on October 1 

(b) Hired help, including monthly, day, and piecework hands. 

No. on November 1 

No. on October 1 

In December 1925, the two questions on employment as of the 
first of the preceding month were dropped and employment as of 
the first of the current month only was asked; the wording of the 
other questions remained unchanged. In January 1935, the word- 
ing of the questions was changed to correspond exactly with the 
wording used in the 1935 Census of Agriculture Schedule. The new 
questions read: 

Farm labor — ^Persons employed. (See Note) 

Number of persons working on this farm on or about January 1, 1935. 
(Do not include persons doing housework.) 

13. Family labor, include yourself and members of your family doing 
farm work without wages. 

14, Hired help, include monthly, day, and piecework hands and 
members of your family paid wages by you. 

The very long ‘‘note” referred to, which was probably read by 
very few crop reporters, introduced three new modifications. The 
first was that a person to be reported must have worked the equiva- 
lent of two or more days during a specified week. The second was 
that he or she must not have worked longer during that week at 
some other paid occupation. The third was that time spent doing 
housework, not people doing housework, was to be excluded. Al- 
though the schediile reads “Do not include persons doing house- 
work,” the note indicates that a housewife who, in addition to her 
housework and care of the children, worked the equivalent of two 
days during the week at farm work should be reported as unpaid 
family labor. A fourth change, or clarification in concept, which is 
accomplished in the wording of the questions themselves, is the ex- 
clusion of members of the family who are paid wages from the 
family-labor category and their inclusion in the hired-worker cate- 
gory. 
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There were difficulties in definition and interpretation of the 
questions which were not solved by the 1935 wording. Some of them 
have not yet been solved satisfactorily. 

First of all, the definition of ‘*farm work” was left entirely to the 
respondent and the application is therefore probably far from uni- 
form. The housewife who not only cooks and cleans and sews but 
also churns, takes care of the chickens, and is responsible for the 
kitchen garden, provides the most puzzling problem.^ Is her work 
in the garden and with the chickens farm work? How about the 
time spent in churning — ^is it farm work if the butter is for sale but 
housework if it is for home consumption? Must the wife actually 
work in the fields to be considered as doing farm work? Whatever 
decision the statistician may make regarding these questions, it is 
extremely difficult, in the limited space available on the General 
Schedule, effectively to explain to the reporter what should be 
considered farm work. 

Second, what is the equivalent of two days? Is it ten, fifteen, 
eighteen, or twenty hours, or does it differ from region to region 
and from season to season? 

Third, what is a farm? The Census, of course, considers each 
sharecropper’s tract to be a separate farm. Relatively few share- 
croppers serve as crop reporters, however, and there is a fairly 
general tendency for a plantation operator to consider all cropper 
tracts on his plantation as parts of his *‘farm” and all croppers and 
members of their families as family labor on his farm. Therefore, 
very large numbers of family workers are reported by a few planta- 
tions, and the presence or absence of a very few such reports makes 
a great deal of difference in the reported averages. 

Duriug the period from the inclusion of the farm-emplo 3 maent 
questions on the General Schedule in 19£3, until January 1938, the 
Department of Agriculture did not attempt to convert the reported 
numbers of family workers and hired workers into absolute esti- 
mates for the United States and geographic regions. Instead, it 
published reported numbers of family workers, hired workers, and 
total workers per 100 farms. 

Conversion to absolute estimates of numbers of workers on all 
farms in the United States was difficult for two reasons. First, 

^ Experiinent in the Meastirement of Unpaid Family Labor in Agriculture, Dn- 
coff, L. J., and Bancroft, G., Jour, of ike Amer, Statistical Ass., June 1945, pp. !205- 
SIS. 
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crop reporters and their farms are not representative of all farmers 
and all farms. Not only are crop-reporter farms likely to be larger 
and better equipped than average, but there is also a tendency for 
general crop and livestock farms to be over-represented, since most 
of the questions on the general schedule relate to field crops. Spe- 
cialized growers of fruit, vegetables, and all sorts of specialties, are 
likely to be badly under-represented or not represented at all. 

As a result of this lack of representativeness on the part of the 
sample, employment per reporting farm is generally at a higher 
level than employment per farm for all farms. When large numbers 
of croppers are at work during cotton chopping and cotton picking 
time the tendency of plantation operators to report all the croppers 
on the plantation exaggerates the average number per farm. 

The seasonal pattern of employment is also somewhat different 
on reporting farms than on all farms. The reporting farms more 
often employ workers during the entire year and usually report 
smaller fluctuations in the number of hired farm workers than all 
farms would. For instance, dairy farms, which are probably ade- 
quately represented in our sample, have much more stable labor 
requirements throughout the year than do commercial potato farms 
or celery farms, neither of which are adequately represented. 

Second, in addition to an unbiased estimate of number of workers 
per farm, it is necessary to have an estimate of the number of farms 
(in order to calculate the product of the two, which would be the 
total number of workers in the United States or smaller geographi- 
cal area concerned.) 

Shato-Hophins Estimating Methods 

Personnel resources allocated to the labor project of the Depart- 
ment of Agriculture were not large enough to permit grappling 
adequately with these two problems of adjusting for bias in General 
Schedule indications and estimating currently the number of farms. 
In 1936, however, the National Research Project of the Works 
Progress Administration on Reemployment Opportunities and 
Recent Changes in Industrial Techniques undertook the analysis 
of all available information on farm employment and the prepara- 
tion of a set of farm-employment estimates by type-of-farming 
areas for the years 1909-1936. The techniques and adjustment 
factors were developed in cooperation with technicians of the De- 
partment of Agriculture and they have been used with very little 
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modification ever since. Therefore, a rather thorough description 
of this estimating method, devised by Shaw and Hopkins in the 
course of the Research Project, is in order.^ 

The initial step was the preparation, by states, of curves 
representing the normal seasonal variation in total farm employ- 
ment on all farms. Three different types of data were used in the 
derivation of these curves. First, information on labor requirements 
was obtained from farm management investigations. Second, the 
central 50 percent of the reports of crop reporters regarding the 
number of people working on their farms were summarized Third, 
information on the employment pattern on so-called typical farms, 
as determined by farm-management and small-scale farm-employ- 
ment investigations, was utilized. 

Serious logical objections can be raised to all three of these types 
of information. First, it is obvious that labor requirements vary 
from season to season in a different way than does actual employ- 
ment, for labor is not utilized equally at all times of the year. The 
composition of the farm-labor force also varies from season to 
season. Second, to discard the two tails of the distribution of num- 
ber of persons reported working on crop-reporters" farms may in- 
crease the stability of the sample average but does little to increase 
its representativeness. Third, the ^‘typicaF" farms for which em- 
ployment data were available Lad not been chosen at random but 
had ordinarily been selected for purposes other than the use to 
which they were here put, and so they probably did not in the 
aggregate constitute a representative sample of farms. But whatever 
their shortcomings, the first and third types of information were 
probably the best available for constructing the curves of normal 
seasonal employment. 

These curves were expressed in terms of each month’s percentage 
of the annual total The crop-reporter averages per farm of total, 
family, and hired workers were also expressed as percentages of the 
annual totals As the normal seasonal curves had been developed 
to approximate seasonal changes in total farm employment, and 
as no independent information was available on the distribution of 
total employment between family and hired workers, the distribu- 
tion between these two classes of workers on crop-reporter farms 
was assumed to be representative, and separate normal employment 

2 Trends in Employment in Agnoidture 1909-S6, Works Progress Administration, 
National Eesearch Project, Report No A-8. Nov. 1938. 
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curves were derived for family workers and for hired workers. This 
procedure was followed for each state, after which the ratios of the 
normal seasonal to the crop-reporter distributions were calculated 
separately for family and for hired workers. 

These ratios represented adjustments which would alter the 
seasonal patterns of family workers and hired workers as reported 
by crop reporters to conform to the estimated normal pattern. 
But they would have left the per-fann averages far above the level 
for all farms as indicated by the data on occupations from the 1930 
Census of Population and the farm-employment data from the 
1935 Census of Agriculture. Therefore, the percentage downward 
adjustments that were necessary to lower the seasonal patterns of 
per-farm averages to the Census levels were calculated and then 
applied to the ratios of the normal to the reported distributions, 
month by month, separately for family and for hired employment. 
The resulting adjustment factors, when applied to the reported 
average numbers of family and hired workers per farm, reduced the 
averages to the Census level and adjusted the seasonal variation 
to that estimated to be normal* When these adjusted per-farm 
averages were multiplied by the Census number of farms, they 
yielded absolute estimates of the numbers of family workers and 
hired workers who would have been enumerated had a complete 
census been taken every month during a census year rather than 
only once during the year. 

Such factors were calculated for the census years 1930 and 1935 
and interpolated for intervening years. Numbers of farms were also 
interpolated, so that monthly and annual estimates could be pre- 
pared for non-census as well as for census years. The 1935 adjust- 
ment factors and the Census number of farms were carried forward 
until 1940 Census data became available, at which time new 
adjustment factors were calculated. Interpolations of both the 
adjustment factors and the numbers of farms were made for the 
1935H!0 period, and the 1940 adjustment factors and number of 
farms were carried forward until the present tune. 

The estimates resulting from these calculations have represented 
all family workers and hired workers who worked two days or more 
during the reporting week on farms whose operators did not do 
250 days or more work per year off their farms. Such arbitrarily 
defined part-time farms were deducted from the Census reported 
numbers and the estimated numbers of farms. Employment on 
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part-time farms, both family labor and hired, was at least theoreti- 
cally excluded from the employment estimates. As operators of 
only a very few such part-time farms are among our crop reporters, 
employment on such farms is included only to a very limited 
extent in our crop-reporter indications. 

There are several logical objections to these procedures, ingenious 
as they were. In the first place, as a bench-mark was available for 
only one date, the seasonality of the adjustment factors contained 
a very large subjective element. In the second place, the continued 
use of the same adjustment factors from year to year presupposed 
no change whatever in the direction and extent of bias in the crop- 
reporter indications. Third, carrying forward from year to year 
the number of farms which had been established for the preceding 
census year disregarded the fact that, although no accurate infor- 
mation might be available on the number of farms at annual 
intervals, the number was changing. What was obviously needed 
was more frequent unbiased employment information at different 
seasons of the year. But the Department had little or no money 
to spend on employment estimates, so further development in that 
direction was long delayed. 

Labor-force Concept Developed 

During the depression and recovery of the 1930’s, a development 
took place outside the field of agricultural statistics which was to 
result in a new and independent series of farm-employment esti- 
mates. The acute administrative need for statistics on unemploy- 
ment during the depression focused national attention on certain 
deficiencies of the gainful-worker concept that had been used 
repeatedly in the Census of Population.® Young people hunting 
for their first job, persons who were working on the reporting date 
but were not usually employed, and former workers who had re- 
tired because of age or disability, represented difficult enumerative 
problems so long as the basis for classification was the "‘occupation” 
of the individual rather than his employment status during a 
specified period. 

The first major attempt to shift over to a classification of indi- 
viduals based on current employment status occurred in Michigan 


» Labor Force D^nUim and Measurement, Social Science Research Council, Bid. 
56, 1947, Appendix A, Devetopment of the Labor Force Concept, John D. Durand. 
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in 1935/ Tliis was followed by a Works Progress Administration 
sample Census of Partial Employment, Unemployment, and 
Occupations, in November 1937/ Here for the first time a “sorter*’ 
question was used to divide the population of working age into 
two major groups, those working for pay or profit during the survey 
week and those not working. One set of questions was asked of 
those working; another set was asked of those not working. Other 
sorter questions further divided each major group, and each indi- 
vidual could ultimately fall into one and only one category. This 
technique worked so well and the labor-force concept was so general- 
ly accepted that in the 1940 Census of Population a shift was made 
to the labor-force concept. In the 1940 Census, as in all later 
surveys of the labor force, the reporting period has been a specified 
week. This period is long enough to be relatively unaffected by the 
Sundays, holidays, and other rest days that make employment as 
of a given day rather unstable. On the other hand, activity during 
the preceding week is much easier to remember than activity during 
the preceding month, and employment status is much less likely 
to change during the shorter period. 

Beginning in March 1940, the Bureau of the Census® has con- 
ducted a monthly survey of a sample of households, the purpose 
of which is properly to classify all individuals 14 years old and over 
as, (1) at work on a private or governmental job, (2) having a job 
but not at work, (3) not at work but actively seeking work, (4) not 
at work and not seeking work because of indefinite lay-off, or lay- 
off lasting more than 30 days, temporary illness, or the belief that 
no work is available in the community or in the individual’s line of 
work, or (5) not at work and not looking for work for other reasons. 
The first two categories are considered to be employed, the next 
tw'O categories are classified as unemployed, and the last group is by 
definition excluded from the labor force. Tie two categories of 
employed persons, at work and with a job but not at work, are 
divided between agriculture on one hand and non-agricultural 
industries on the other. Those at work in agriculture are further 

* Michigan^ Census of Population and Unemployment^ Employment and Unem- 
ployment Statistics, First Series 1935, Mich. State Emergency Welfare Helief Com- 
mission. 

« Censtis of Unemployment^ 1937— Final Report Vol iV^The Enumerative Check 
Census^ 

• Labor Force D^nihon and Measurement, Ducoff, L. J. Hagood, M, J , social 
Sdence Research Council, Bui. 58, 1947, pp. 9-10. 
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classified by sex, by hours worked during the week, by age, and by 
class of worker — as self-employed, unpaid family, and hired. 

The techniques of selecting the households to be included in the 
sample and expanding the indications into national estimates have 
been covered adequately elsewhere^ and are not discussed here. A 
continuous effort is made to detect biases in the indications and to 
devise procedures for avoiding or correcting for bias. 

The sample was designed to furnish only national estimates of 
employment and unemployment. It contains only 68 sample areas, 
so state estimates cannot be made from the sample indications. 
For the United States as a whole, however, the estimates of number 
of working farm operators, unpaid family workers, and hired farm 
workers, are widely accepted. The only outside types of information 
needed for their preparation are (1) the Census data used in design- 
ing the sample and (2) independent population estimates, by age 
and sex groups, which are used to “true-up^* the sample indications. 
Furthermore, the MRLF agricultural-employment estimates 
possess the great virtue of fitting into a larger complex of labor- 
force and population estimates, derived from the same source and 
in the same way Agricultural emplo 3 rment plus non-agricultural 
employment equals total employment. By definition, number of 
persons employed plus number of persons unemployed equals 
civilian labor force. Civilian labor force plus number of persons in 
the armed forces equals total labor force. Total labor force plus 
persons not in the labor force equals total non-institutional pop- 
ulation. All of these categories include only persons 14 years old or 
over. 

The estimates of agricultural employment published in the 
Monthly Report on the Labor Force differ materially from those 
prepared by the Bureau of Agricultural Economics by the Shaw- 
Hopkins method. The differences are due primarily to differences 
in concept. In the MRLF estimates, each person is assigned to only 
one classification; in the original BAE series persons working the 
specified minimum time were excluded if they worked more time 
outside agriculture. But the increase during the war in the propor- 
tion of the farm population having non-agricultural jobs has meant 
that the old adjustment factors do not eliminate all such persons 
from the estimates, if these persons did the required minimum 

^ The Labor Force Bidletin, No. 5, Nov. 1945, Bureau of the Census. 
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farm work and were so reported. Purtkennore, a person who works 
two or more days on two or more farms during the reporting week 
may be reported two or three times. Another difference between 
the two series results from the inclusion in the BAE estimates of 
varying numbers of children who are less than 14 years of age, all 
of whom are, of coiuise, excluded from the MRLF estimates. 
A third source of discrepancy arises from the fact that whereas, on 
the MRLP schedule, employment is a matter of hours worked, on 
the General Crop Schedule the question is phrased as *‘the number 
of persons working two or more days’’ an expression which is 
susceptible of a wide range of interpretations. A fourth difference is 
found in the fact that persons with normally non-agricultural 
occupations (such as bookkeepers, typists, nurses, and airplane 
pilots), who are working on farms are excluded from the BAE series 
but are included in the MRLP estimates. 

Despite the usefulness of the MRLP series, based on population 
surveys, in the field of labor-force analysis, there are many uses to 
which they cannot be put. More geographical detail is needed than 
they provide; specifically, hired-employment weights are needed 
for combining wage and wage-rate data into state, regional, and 
United States averages and indexes. Relationships between employ- 
ment and size of farm, type of farm, income, and wage costs, are 
needed by fann-management workers. Early in the war rather 
detailed information on employment and wages in local areas and 
specific labor-intensive crops was needed upon which to base ad- 
ministrative action to prevent any curtailment of necessary food 
and industrial crop production because of inadequate labor supplies. 
As a result, in the winter and spring of 1942 the Bureau of Agri- 
cultural Economics made several employment and wage surveys by 
the interview method in labor-intensive areas, and four large mail 
surveys using a special list. Prom April through June of 1942, 
state estimates of farm employment were published; but at the 
end of the 194^ fiscal year the funds were curtailed, the large list 
was abandoned, and sole reliance in the preparation of regional 
estimates was placed on the General Crop Schedule indications, 
as before. 


Recent Surueys Basis of New Definitions 

As more and more persons left the farm for the armed forces and 
war industry, the farm-labor market tightened. By early 1945 the 
Bureau of Agricultural Economics, again having funds available. 
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launched a series of einplo3ment and wage surveys by interviews, 
using an area sample. These surveys, like the MRLP, were based on 
pioneering work done by the Works Progress Administration; but 
unlike the MRLP they were establishment rather than household 
surveys. 

The primary purpose for which the enabling funds were appro- 
priated was a study of the wage structure, but it is of course impos- 
sible to collect information on wages without also collecting infor- 
mation on at least hired employment, and in practice it is simpler 
to collect information on family employment at the same time. 
This was done in the March 1945 survey. The definition of two or 
more days of work for farm operators and unpaid family workers 
was followed; but information was collected regarding employment 
and wages for all farm workers who worked during the week for 
pay, even it the time spent was only an hour. The same definitions 
were used in a survey in May 1945. But in September 1945, in- 
formation was obtained on the actual number of hours worked by 
the farm operator, the number of unpaid family workers working 
from one to 14 hours, and the number of unpaid family workers 
working 15 hours or more. The same questions were asked again in 
a similar interview survey in July 1946. 

Each of these farm surveys covered approximately 20,000 farms 
in approximately 160 counties, and hired-employment expansions 
were made for four broad regions as well as for the United States as a 
whole. The sample used was designed specifically for efficiency in 
sampling hired farm employment. 

In January 1947, and in April 1948, a general-purpose sample of 
18,000 and 12,000 farms respectively located in about 800 counties 
was surveyed by interviewers. Among the subjects carried on the 
schedules were family employment and hired employment, wage 
rates, and wages. Information on the actual number of hours worked 
was sought in regard to all these groups of farm workers, so that 
any desired breakdown could be made. Similar information was 
obtained in an interview survey of 10,000 farms in 400 counties, 
taken in September 1948. 

As originally published in the series ‘TVages and Wage Rates of 
Hired Farm Workers,” the expanded indications from the interview 
surveys represented other concepts of farm employment than are 
used in the published series, and no attempt was made to harmonize 
them. 

However, with rather reliable sample materials available for five 
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different seasons of the year from the interview surveys — that is, 
for January 1947, March 1945, May 1945, July 1946, and September 
1945 — the necessary factual basis for a rather thorough overhauling 
of the published series of estimates appeared possible and desirable. 
Ideally, interview surveys should be made at frequent intervals, 
much as is done by the Census in its MRLF surveys except that 
the establishment rather than the population approach would be 
used. However, as funds are not in prospect for frequent surveys of 
this type, it has seemed desirable, to redefine farm employment 
and to utilize the interview-survey data for the development of 
new adjustment factors, with a much smaller subjective element 
The new definitions and concepts are as follows: 

(1) Estimates of farm employment will include employment on 
all farms that meet the Census definition, irrespective of the time 
which the operator spends working elsewhere. 

(2) The following persons will be counted as working during the 
survey week. 

(a) All operators who do any work at all, 

(b) All hired workers who work one hour or more for pay, 

(c) All unpaid family workers who work 15 hours or more. 

These new definitions correspond much more closely than did the 
old ones to those currently used by the Census in its Monthly 
Report on the Labor Force. In fact, so far as persons 14 years old 
and over are concerned, there are only three differences: First, a 
person classified as a farm operator, unpaid family worker, or hired 
worker on the basis of an establishment report would be classified 
otherwise by the MRLF if he or she spent more hours during the 
survey week at some other gainful occupation; second, a farmer or a 
hired farm worker who doesn’t do any work at all during the survey 
week because of illness, vacation, or weather, would not be counted 
as employed in our BAE estimates but would be called "employed 
but not at work*’ by the MRLF; third, persons with non-agri- 
cultural occupations but working for agricultural establishments 
would be included in the MRLF estimates but excluded from the 
BAE estimates. 

Employment estimates under the new concept for both family 
W’orkers and hired workers have been prepared for the 1940-48 
period. They will probably be released early next year. We plan 
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that the current estimates from January 1949 on, will be on the 
basis of the new concepts The steps involved in the preparation of 
these revised estimates were as follows* 

First, the number of farms m each state was estimated for each 
year through 1947 on the basis of Census data, on information from 
several sources on the total acreage of land in farms, and on survey 
indications of average farm size. These estimates of numbers of 
farms provided the base to which adjusted numbers of family 
workers and hired workers per farm could be applied to yield ab- 
solute estimates of farm employment. The adjustment factors 
themselves were derived by a process which, in over-simplified 
terms, was something like this: 

First, tentative absolute estimates of family and hired workers 
were set for each region and state for each of the five weeks covered 
by the already-summarized interview surveys Second, as none of 
the survey weeks coincided exactly with the weeks for which 
employment had been reported on the General Crop schedule, 
interpolations for the interview-survey weeks were made between 
the crop-reporter indications for the two adjoining months. Third, 
absolute estimates for roughly corresponding months in 1944 were 
made by calculating the ratio of the reported numbers of workers 
per farm, in the 1944 months, to the interpolated reported numbers 
per farm for the survey weeks and then multiplying the estimates 
for the survey weeks by these ratios. Fourth, data on labor require- 
ments for the year 1944 were adjusted for the varying length 
of farm work days throughout the year, and the resulting modified 
requirements were used as a basis for interpolating tentative esti- 
mates for the other seven months of 1944. Fifth, some state esti- 
mates were adjusted to bring them into agreement with the ten- 
tatively adopted regional estimates. Sixth, estimated numbers of 
workers per farm, family workers and hired workers separately, 
for each of the months of 1944 were calculated by states and regions 
by dividing the employment estimates by the estimated numbers of 
farms based primarily on the 1945 Census of Agriculture. Seventh, 
regional-adjustment factors for each of the 12 months of 1944 
were calculated by dividing the estimated numbers of workers per 
farm by the numbers reported on the General Schedule. Eighth, 
state adjustment factors were calculated by averaging the 1943, 
1944, and 1945 per-farm indications from the General Schedule and 
dividing the resulting averages into the estimated per-farm 



24 f 6 Thomas C. M* Robxnson and Paul P. Wallrabenstbin 


number of workers. Tbe 1943-45 average indications were used 
instead of the 1944 indications alone because of the instability of 
some state samples. 

The 1944 adjustment factors were applied to crop-reporter 
indications by months, from January 1940 on (using the new esti- 
mates of number of farms) in the calculation of revised estimates of 
family and hired employment for the years 1940 through 1948. 

It was of course desirable to shift the wording of the employment 
questions on the General Schedules from the old concept (working 
two or more days) to the new (working operators, working hired 
workers, and family workers working 15 hours or more). In order 
to make this change without a break in the indications, the General 
Schedule lists in all but a few of the smallest states were split in 
January 1948. Throughout 1948, half the lists continued to receive 
schedules containing the old questions, while the other half received 
questions based on the new wording. On the July 1948 General 
Schedule, for instance the new questions asked outside the South 
read as follows: 

Farm work, including chores, on your farm during week of June SO-26. 

Operator: 

On how msaxy different days during the week of June 20-26 did you 
do farm work or chores on your farm, or transact farm business? 
Days. 

Other persons working on this farm: 

How many other members of your family worked 15 hours or more 
on your farm, excluding housework, during the week of Jime 20-26 

without receiving cash wages? Number. 

How many other people worked one hour or more for pay on your 
farm during the week of June 20-26? (Include family members 
receiving cash wages.) Number. 

In the South, the questions regarding the operator and unpaid 
family workers were the same as in the North, except that the words 
*^or plantation” were added after “farm” wherever location was 
specified. The hired-worker question was slightly changed by the 
enlargement of the parenthetical expression to read ‘‘(Include 
family members, croppers, and members of their families receiving 
cash wages.)” A new question was added to read as follows: 

How many croppers and members of their families worked one hour 
or more on this plantation during the week of June 29-26 without 
receiving cash wages? (Do not include any persons already reported 
as working for pay.) Number. 
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By comparing per-farm indications obtained from tbe old and 
from the new questions in the same state, it was possible to derive 
conversion factors which have been used to convert the 1944 
adjustment factors for use with the indications from the new 
questions. From January 1949 on, only the new questions will be 
asked of the entire list in all states. Croppers and members of their 
families who are working without wages will be included with work- 
ing operators and unpaid family workers to get indications of total 
family workers. 

Although the new concepts are more precise and the new questions 
are more explicit than the old, and although the new adjustment 
factors are based on more objective information than were the old, 
estimates based on current crop-reporter indications should be 
‘‘trued up” at rather frequent intervals by independent expansions 
from interview sample surveys. Unless this is done, the adjustment 
factors may become obsolete and the estimates may contain 
progressively larger errors. Likewise, current estimates of numbers 
of farms, based as they are on fragmentary and indirect indications 
may contain increasing errors, as the most recent Census is left 
further and further behind. Interview surveys furnish a check on 
estimated farm numbers at the regional and national levels. Ideally, 
we should like to make an interview survey every three months, 
but apparently we shall have to be content with the lesser accuracy 
achievable with semi-annual or annual surveys varying the dates 
from year to year to permit appraisal of the adjustment factors for 
the different calendar months. 

W^age Statistics 

Wage statistics in agriculture in the United States date back to 
1866. In that year the Deps^tment of Agriculture made its first 
survey of average wage rates paid to hired farm workers. Mail 
questionnaires addressed to its crop correspondents were used. 
A second survey, covering the calendar year, was made in December 
1869. The third inquiry was made in May 1875. All succeeding 
surveys until 1892 were made in the spring. TVhen the surveys were 
made in the spring, the year to which the data apply is uncertain 
and is published as of “1874 or 1875.” From 1892 to 1908, surveys 
were made in the autumn or winter. 

These early wage-rate surveys were not made every year nor at 
regular intervals. There were 19 surveys in the period 1866 through 
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1008 Annual surveys were made from 1918 to 19£S, while from 
19£3 to date wage-rate information has been collected quarterly, 
on January 1, April 1, July 1, and October 1 

The records of wage rates per day are comparable from 1866 to 
19£3; during this period they were designated as for ‘*other than 
harvest work.” Monthly wage rates are not completely comparable. 
From 1866 to 1890, monthly rates were for workers hired for the 
year. The record from 189£ on shows no such distinction. The 
series on daily rates from 1923 to the present date have been for 
rates paid at the “present time.” The rates frto 1923 to date are 
more nearly comparable to the earlier annual rates for “other than 
harvest work” than to rates “for harvest work,” or any combi- 
nation of the two types of rates. 

The series of wage rates back to 1866 have been for four types of 
rates: Per month with board; per month without board; per day 
with board; and per day without board, by states Index numbers 
have also been computed on a 1910-14 base. Since 1923, when the 
quarterly series was started, the wage-rate questions on the General 
Crop Schedule have read as follows; 

Wage rates (average rates being paid to hired farm labor at the present 
time in your locality). 

1. By the month with board 

2 By the month without board 

3, By the day with board (including average daily earmngs of piece- 
workers) 

4. By the day without board (including average daily earmngs of piece- 
workers) 

Weighting indi'vddual state wage rates to obtain averages involves 
three processes. The first is the combination of state wage rates to 
obtain geographic region estimates and U.S. estimates The second 
involves combining the different types of wage rates into a wage- 
rate index. The third is the calculation of annual average rates from 
quarterly rates. 

Numbers of hired farm wrorkers are used as weights in calculating 
U.S. and geographic region estimates from State data. Employ- 
ment data from the Census of Occupations were used from 1866 to 
1908; and from 1909 to 1922 employment data from the 1910 and 
1920 Censuses of Agriculture were used. Since 1923, monthly 
employment data collected by BAE have been used for weights. 
The series was reweighted in 1938 by the new estimates of hired 
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employment released at that time. For the period before 1938> 
average hired employment for three months was used for weighting; 
the current estimates since then have been weighted by hired 
employment for the current month. 

In combining different types of wage rates into a monthly 
composite, estimated numbers of workers receiving each type of 
rate are used. These estimates are based on percentage distributions 
of workers by geographic regions derived from a survey made in 
1927. Daily rates are converted to a monthly basis by multiplying 
by 20 — a factor which was chosen because it gave approximately 
the same monthly rate as that reported, and appeared to be a 
reasonable approximation of the days a hired hand would work. 

The third type of weighting is that required to prepare annual 
averages. Since the data on wage rates and employment are for 
the first of the month, it was necessary to weight the wage rates to 
center on July 1, the center of the calendar year. To do this, 
January current rates are weighted by f of January employment 
plus February’s; April rates are weighted by March, April, and 
May employment; and so on through October. Wage rates for 
January 1 of the following year are weighted by employment for 
December and half of January of the following year. 

Criticisms of Farm-Wage Bate Series 

The BAE series of farm-wage rates is open to several criticisms. 
The absolute level of wage rates is one of the first points to be ques- 
tioned because of the type of question asked. As farmers are asked 
to report average wage rates for the commumty with which they 
are familiar, the repqrted averages depend upon the ability of the 
respondent to appraise the relative importance of wage rates other 
than the ‘Agoing” rate There is some evidence that reported rates 
may be more nearly rates for able-bodied men than average rates 
for all hired workers The year-to-year change, however, is probably 
more nearly representative than the actual level of wage rates. 

Another criticism of the current wage-rate series is that they do 
not cover all types of wage rates. Coverage of wage rates varies 
widely from season to season and from region to region. The most 
complete coverage of all wage rates is obtained in the winter months 
in the North and South Central and the Mountain States, when 
from 60 to 80 percent of workers are paid the types of rates which 
are currently reported. Coverage declines in all regions during the 
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harvest season, when piece-work rates are most important. Rates 
for piece-work are supposed to be converted to daily earnings and 
entered in the daily-rate average by the respondent, but it is 
doubtful that this is often done. Recent experience with interview 
surveys indicates that it is usually difficult to get data on piece- 
workers directly from the operators who are employing them even 
when the operators have fairly accurate cost accounts, It is there- 
fore practically impossible for a respondent to convert piece-work 
rates into earnings for a community with a high degree of accuracy. 

Terminology used on the current wage-rate questions is indefimte. 
The terms “with board” and “without board” are not specifically 
defined and may be interpreted in different ways by different respon- 
dents. The ‘ Vithout board” category of rates is probably a mixture 
of rates for persons receiving a house and those receiving no major 
perquisites. When the present questions regarding wage rates were 
set up the questions undoubtedly fitted the practices then in effect. 
The “with and without board” questions separated the workers 
paid only cash wages from those who were receiving major perqui- 
sites in addition to cash wages. Hiring practices have become much 
more varied, however, so the questions that were once suitable 
have become antiquated. 

Recent Woffe-Bate Series Changes 

The wage-rate program of the BAE proceeded for many years 
with little change. During the war, more interest began to be 
directed toward farm labor because of the manpower situation and 
the imposition of wage ceilings. A program to collect wage data 
for individual workers was started in 1942 but came to an early 
end the same year. More significant results were achieved from the 
enlarged wage program, initiated in 1945. 

This program was divided into two parts. The first part consisted 
of interview surveys regarding wages and wage rates of hired farm 
workers in small areas, with a high concentration of specialty crops. 
Seventy-five areas were covered in 1945 and one area in 1946. 
Data for most of the areas were collected from a sample of farms, 
but in a few cases samples of workers in labor-supply centers were 
used. Results of these surveys were published in the BAE series 
“Surveys of Wages and Wage Rates in Agriculture.” 

The second phase of the program consisted of nation-wide 
interview surveys of a pre-selected sample of farms to obtain detailed 
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farm wage and employment data for the nation and four major 
geographic regions. Results of these surveys are being published in 
the series called “Surveys of Wages and Wage Rates in Agriculture.” 
General reports have been published for the surveys of March, 
May, and September 1945, July 1946, and January 1947. Surveys 
of April and September 1948 are now being processed. 

Interview surveys have been used to collect such information 
about individual workers as farm and worker characteristics, 
wage rates, time worked, weekly earnings, perquisites received, and 
type of worker. Data on value of perquisites were obtained in the 
survey of May 1945. 

A program of interview surveys at quarterly intervals has not yet 
been made a permanent part of the BAE program. Consequently, 
extensive overhauling of the wage-rate program, which depends on 
mailed questionnaries is underway. An attempt is being made to 
bring the wage-rate series into better agreement with current 
practices as revealed by interview surveys. 

The first step in this program of revisions has been the establish- 
ment of a new set of wage rates by types. A group of nine types of 
wage rates will be used for the new series. Not all types of rates will 
be asked in every state, but only the rates of major importance in 
each geographic region. The number of rates will vary by regions 
from four to six, with six rates asked for in only one region. The 
types of rates are as follows. 

Per month with board and room 
Per month with house (no meals) 

Per week with board and room 
Per week without board or room 
Per day with board and room 
Per day with house (no meals) 

Per day without board or room 
Per hour with house (no meals) 

Per hour without board or room 

Piece-work rates are not being asked because experience has 
shown that it would be practically impossible for a respondent to 
estimate earnings of piece-rate workers with any reasonable degree 
of accuracy. But earnings of piece-rate workers approximate fairly 
closely the rates per hour without board or room. 

The first step toward the use of new wage-rate questions was 
taken in January 1948. At that time the general crop-reporter 
mailing list was split into two parts. One part recdved question- 
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naires with the old questions and the second part received question- 
naires with the new questions. This was continued for each of the 
quarterly wage-rate questionnaires. In a few states where the sample 
was very small, only the old questions were used Beginning with 
January 1949, only the new questions will be used in all states. 
The device of splitting our mailing list and using both new and 
old questions during the four quarters of 1948 makes possible the 
splicing of the wage-rate index. 

Weights for combining wage rates and conversion factors to 
change all rates to hourly equivalents have been set up for each 
quarter on the basis of the data from the interview surveys. These 
weights were required for each quarter because of the variation from 
season to season in the percentage of workers paid different rates. 
Per hour rates without board or room wdll be weighted by the per- 
centage of workers receiving piece-rates as well as by the percentage 
of those receiving the per hour rate. The weights for rates of rela- 
tively little importance will be added to those for the most similar 
rates asked. 

Another part of the project of revising the w^age rates will be the 
reweighting of the quarterly wage-rate series. The old 19£7 weights, 
in addition to being badly out-of-date, are based on an annual 
average. New weights will vary from quarter to quarter. Although 
considerable subjective adjustment of weights may be necessary 
at first, the quarterly weights should more nearly represent actual 
payment practice than the constant set of weights now used. 

The new set of wage rates is not expected to be completely devoid 
of all the shortcomings of the old series, for they will be based on 
the answers to locality questions rather than on answers to indi- 
vidual farm questions. It is expected, however, that the new wage- 
rate series will be an improvement over the old, and give a more 
realistic picture of the actual wage-rate situation. They are not 
based on the type of information which would be collected on an 
unlimited budget, but they represent a practical compromise. 



THE SOCIAL SCIENCES IN EXPERIMENT 
STATION RESEARCH* 


Mtoray R. Benedict 
Univernty of California 

M ore than sixty years ago the Federal Govermnent began to 
provide for American agriculture research facilities that it 
could not provide for itself. During the early years these federal 
contributions to the experiment stations and the Department of 
Agriculture were not consciously designed to overcome a handicap 
on the part of farmers in comparison to industrial enterprises. 
Many industrial concerns were not then in corporate form, and few 
of them had research laboratories. But research had been going on 
informally for a long time, both in agriculture and in industry. 
We need only to think back to the time of Jethro Tull, of Arthur 
Young and of Robert Bakewell to realize that farmers of inquiring 
mind had long been experimenting and observing relationships with 
a view to increasing productivity, reducing costs, and husbanding 
soils. 

Industrial experimentation in these earlier years was mostly 
individual and mostly mechanical. Some stimulus, which we need 
not trouble to identify, brought a remarkable upsurge of inventive- 
ness in the English-speaking world during the decades before and 
after 1800, Many of the inventions developed in the United States 
had to do with farm operations, but the change was by no means 
confined to agriculture. Both in industry and in agriculture the 
emphasis was on mechanical research; how to do the same things 
faster and with less labor. There was little concern with quality 
improvement or development of new products. This was a logical 
emphasis. The new country was short of labor and short of goods 
of the customary kinds 

Machines could be invented, built, and tried out by individuals, 
and the process required little in the way of special training or 
facilities. It was not until chemical, biological and physical investi- 
gations came into prominence that research organizations began to 
be set up. Those in agriculture were among the first, but industry, 
under private financing, soon outstripped agriculture in the pro- 

* Paper presented at the meeting of the Land-Grant College Association, Wash- 
ington, D C., November 8, 1948. 
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vision for formal research. In recent times the great chemical 
compames, the oil companies, the meat packers, the electrical 
equipment manufactures and the makers of airplanes spend tens of 
millions on research each year. The feeling has grown that agri- 
culture, with its small segment form of organization, must have 
its public support greatly increased if it is to make progress in 
keeping with that of industry which can finance huge research 
projects privately because of its corporate form of organization. 

All this is familiar ground to you. My reason for bringing it up is 
to examine mote closely and in greater perspective some of the 
conclusions we are prone to draw when viewing these problems at 
short range and in small segments. 

Social Science Approach Not New 

Until the social sciences came into prominence in the 19£0’s 
it was generally assumed that research in agriculture had always 
been pretty much confined to its physical and biological aspects. 
In broader perspective this is not true. The Physiocrats of eighteenth 
century Prance engaged in extensive speculation about the place of 
the extractive industries in the economy, and worked out a theo- 
retical framework in which these industries were given first place 
as the fundamental producers, the appropriate sources of taxes, and 
so on. Around 1800 British students began to examine agriculture 
in ways that were more in keeping with the methods of modern 
sdence, and which laid the foundations for the modern sciences of 
economics and sociology. Ricardo developed, from his observations 
in agriculture and the study of earlier writers, the first careful 
formulation of the laws of rent, and also a theory of wages. Malthus, 
likewise with an eye on agriculture, formulated a body of doctrine 
concerning the relation of population to food supply that attracted 
much attention in the setting that then existed, and which now is 
again receiving attention from scientists all over the world.^ 
Forty or fifty years later, John Stuart Mill began to concern himself 
with the social structure of agriculture, and did pioneer work in 
what we would now call rural sociology. 

The point I wish to make is that the social science approach to 
agricultural problems is not something new and without precedent. 

^ Tke layman is likewise beginning to come to grips with this fundamental prob- 
lem of a vastly increased rate of population grow& in rektion to a much slower in- 
crease in food production. 
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Fundamental, and in some measure scientifio, study of agricultural 
problems reached a high level in the social sciences during this 
early period, particularly in the work of Ricardo andMalthus. 
The thinking of these students was, however, so broadly applicable 
as to cause their followers to turn more and more toward study of 
commercial and industrial economics. The result was that social 
science studies of agriculture virtually disappeared for nearly half 
a century. 

It was dxiring this last half of the nineteenth century, when the 
social scientists were concerning themselves mainly with industrial 
and commercial phenomena, that the agricultural experiment 
stations were established. They very properly began work on the 
vast array of problems close to the farmer; studies in crop improve- 
ment, animal breeding, soils and fertility and so on. In these early 
years techniques were little developed, scientifically trained workers 
were few, and the problems were relatively simple. Much experi- 
menting needed to be done, and first approximations of considerable 
significance could be achieved with relatively crude methods. The 
new field of research was fortunate in drawing to it at an early 
stage a number of men of considerable stature; such men as Bailey, 
Hilgard, Henry, Davenport, and later Russell and Hunt. They 
were able to identify important areas for study, to select able men; 
and, as a result, set a pattern of research that has been enormously 
productive. Out of it has grown much significant work, some of 
which, like the work of the early economists, has contributed to 
interests wider than those of agriculture. The modern science of 
human nutrition owes much of its original impetus to researchers 
in the agricultural experiment stations, and important contributions 
have been made in pathology and entomology. 

The very success of these early developments in the natural 
science aspects of agriculture led to preoccupation with them to 
the exclusion of most other types of study. But it would be a mis- 
take to assume that there were no social science problems in this 
period, or that farmers were not concerned about them. Through 
the 1870’s and 1880’s the farmers were taking the lead in bringing 
about orderly control of railroad rates and financing; they were 
experimenting with new methods of marketing; they were intensely 
interested in monetary policy as evidenced by their vigorous 
espousal of the greenback and free silver movements. They were 
likewise concerned with sociological and cultural problems as 
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shown by their quick response to the Grange program, and the 
efforts of the Farmers^ Alliance and other organizations to foster 
educational and social activities But the social sciences were not 
equipped to serve them, and rather generally the farmers looked to 
political action and political leaders for solutions to these problems. 

Social Science Research Sandicapped 

Why, then, in view of their early leadership in the field of agricul- 
tural research were the social sciences so backward and impotent? 
The reasons are varied and rather complex. I shall not try to list all 
of them. Statistical research, -which many regard as the ‘^scientific’^ 
approach in the social sciences requires large bodies of data and 
refined methods of statistical analysis Since given variables or 
controls cannot be held constant, as in many natural science invests 
gations, the data must be comprehensive enough to permit use of 
such methods as those of partial and multiple correlation; in other 
words, to make it possible to measure, and allow for, the effect of a 
variable that cannot be controlled 

At that time the basic data for such studies were not available, 
nor were the statistical techniques Both of these are, in the main, 
developments of this century. The United States census was put on 
a more scientific basis in 1880, and it began to be possible to study 
such things as farm tenure, population changes in agriculture, 
values of farm lands, and so on, though significant studies could not 
be made until such data had accumulated for several decades. 
The Department of Agriculture was accumulating useable data on 
crop acreages, yields, numbers of livestock, market movements, etc. 
Orderly series of price data were becoming more available, and such 
agencies as the Interstate Commerce Commission, the Bureau of 
Corporations, and the Comptroller of the Currency were beginning 
to require more adequate duplication of data about corporations and 
other businesses 

I do not want to leave the impression, however, that the statisti- 
cal approach is the only scientific one in studying social science 
phenomena. The basic purpose of research is to increase under- 
standing of our environment, both physical and social. We normally 
combine with that a second step which goes beyond research; 
namely, an attempt to use that understanding in devising practical 
solutions to our problems. But unless we have first achieved a 
sound understanding of the processes themselves the “solutions’* 
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are likely to prove faulty and sometimes even harmful- The social 
sciences use numerous techniques, of which statistical analy- 
sis is only one. For example, the case method, in some fields the 
experimental approach, and in still others the construction and 
analysis of “synthetic” models. Qualitative analyses often are of the 
greatest importance, especially in the early stages of research or in 
respect to relationships that do not lend themselves to quanti- 
fication. But almost all of these methods require techniques and 
sources of general information that were relatively unavailable prior 
to 1900. 

Lacking such resources the economists turned more to the 
philosophical rather than the quantitative approach. It was by no 
means, however, a period devoid of inductive investigation. Never- 
theless the economists of that period were not in a position to give 
farmers, legislators, and businessmen solid studies on the effects of 
tariffs, monetary measures, freight rates, and marketing practices. 

Farmer interest in economic and social problems, as farmers, was 
relatively quiescent in the period of rising prosperity that extended 
from 1900 to 1920. But the depression of the 1920’s, and even more 
so that of the 1930’s, revived and intensified farmer interest in the 
economic aspects of agriculture. A new and complex set of problems 
had arisen. These did not lend themselves to simple political slogans 
such as the issuance of more greenbacks, free coinage of silver, or the 
control of railroad rates. Farmers wanted more information; 
primarily information relative to prices, marketing efficiency, 
methods of social control and so on. 

The Congress reflected this interest by passing the Purnell Act of 
1925, and again through the Bankhead- Jones Act of 1935. More 
recently it has thrown the balance heavily in the direction of market- 
ing research in the Act of 1946. Collaterally it sought, through 
provision of the regional research laboratories, to achieve for agri- 
culture some of the kinds of gain that industrial corporations and 
processing agencies had obtained through scientific research. This 
emphasis became apparent not alone in the regional laboratories 
but in the experiment stations and the Department of Agriculture 
as well. 

But the results flowing from these new legislative emphases 
were not wholly satisfying. The social sciences, to be sure, were 
coming back into the limelight in the agricultural realm, but in a 
new form, and with almost no contact with the earlier develop- 
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ments in agricultural economics. It was not economists who led 
the way, but rather agronomists such as Warren, Spillman, 
Handschin and Boss. They began to study the economics of the 
individual farm, not that of the agricultural industry. Their ap- 
proach was narrowly occupational, and little concerned with the 
broad interests of society as a whole. They studied farm manage- 
ment, marketing, credit, and tenancy, and later price analysis. 
But many of these early studies were crude and scientifically 
unsound, just as many of the early natural science researches were 
crude and scientifically unsound. But a more adequate attack on 
the social science aspects of agriculture was taking shape. Notable 
progress was made in the 19£0’s; in the refinement of data, in 
methods of analysis, and in the training of personnel; and there was 
coming into being a clearer perception of the kinds of problems 
needing study. 

Financial resources were not shifted in the direction of social 
science studies as fast as farmers or the Congress desired, nor as 
much as the language of the legislative acts implied. Research in 
the natural sciences was more mature and probably more productive 
than that in the social sciences. Most station directors were natural 
scientists, aware of the problems of natural science research, in 
sympathy with its methods, and at home in its language. Few of 
them imderstood the social sciences well enough to know what was 
good research and what was not, or why these methods so foreign 
to their experience and apparently so lacking in scientific precision 
were necessary. The station programs remained heavily oriented to 
natural science research, and probably wisely so. The need for 
more social «;ience research existed, but the social scientists prob- 
ably were not equipped to use effectively more funds than they 
got. Some of the funds assigned were not used effectively or 
on significant problems. While perhaps more apparent in the social 
sciences, that defect has not always l^een absent in natural science 
researches either. 

The great depression of the 19S0"s and the programs associated 
with it brought a new situation. Real research in the social sciences 
almost disappeared. Nearly every social scientist who was trained 
or semi-trained, and many who were not trained at all, was cata- 
pulted into the operational activities of a vast and somewhat cha- 
otic social experiment, much of which was on a trial and error basis. 
In more mature form and with better defined objectives, this was 
continued through World Wax II. 
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We have seen that the Congress and the farmers have been crowd- 
ing the experiment stations in the direction of more research in the 
social sciences. In the Acts of 19^ and 1935, and even more vigor* 
ously but much more narrowly in that of 19456, the legislators have 
been saying, “We want solutions to our economic and social 
problems.” Somewhat glibly they have often said, “We don’t 
want the kind of research that shows us how to make two blades of 
grass grow where one grew before. We want to know how to sell our 
products for more money.” 

But when they come right to grips with their real problems, that 
is not the bent their interest takes. Basically they are wiser than 
their slogans would indicate. They want help on their own indi- 
vidual problems and many of these are technological production 
problems. The State of California has for the past two years had an 
oflScially established agricultural research study committee made 
up of agricultural leaders from over the state. Its function is to 
indicate to the Governor and the University of California the 
problems these farm leaders think should be given study. Their 
122-page report for 1947 contains a fair sprinkling of economic 
projects, but page after page of it consists of recommendations for 
research on technological problems. On the other hand one cannot 
read the early reports of some of the national research advisory 
committees without feeling that they either have not recognized 
or have shied away from some of the broader problems that they 
should have considered, and have confined themselves too ex- 
clusively to somewhat minor technological problems. 

Selection of Significant ProUems Important 

But this does not mean that the farmer is not conerned over 
problems in the social science fields. He is deeply aware of them, but 
he doesn’t know how to state or formulate them. It is easy to see 
the problem created by mildew on a grapevine or the effects of 
rust on a field of wheat, but a vastly different thing to understand 
the nature of a sudden contraction of credit or purchasing power or 
international trade as it affects the prices of the things the farmer 
sells. Here more professional help will be necessary in selecting 
significant fields of research. Except as the efforts in this direction 
are wisely chosen and competently executed, the wastage of funds 
will be enormous. 

One reason for this lies in a fundamental difference between 
social science research and natural science research, a difference 
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that needs to be recognized but not overemphasized. In many of 
the natural science researches a given relationship can be reproduced 
ad infinitum by reproducing the given set of conditions.^ Hence 
much time and effort can properly be used in determining very 
accurately and bit by bit a whole series of relationships leading up 
to a solution that will, relatively speaking, stay put once it is 
arrived at. In the social sciences this is usually not true. A given 
set of social conditions does not remain fixed, and cannot be re- 
produced. The action implied by the finding is often one that needs 
to be taken at a given time, and the value of the study may decline 
rapidly after that time is past. 

This means that for many of the social science studies the major 
emphasis should be different than in the natural sciences. It means 
emphasis on building up and continuing as accurate and detailed a 
body of data as possible, developing the techniques for analysing 
these data quickly and dependably in relation to any given problem 
situation, and having constantly in hand a complex body of realistic 
information concerning the institutional setting in which action 
will need to be taken. For example, if a researcher in price analysis 
is to give effective aid to a marketing organization on a specific 
problem he must have at hand most of the necessary data, he must 
have tried out repeatedly on past situations his techniques of analy- 
sis, and he must be well acquainted with the practical operations 
of the industry and its marketing institutions. His knowledge must 
be broad enough and deep enough so that he can judge well the 
significance of the many qualitative factors that cannot be reduced 
to statistical form. 

Similar considerations apply in studies of farm management, 
those pertaining to the use of credit, to studies in tenancy, farm 
leasing and so on. This means specialization, so far as those types 
of research are concerned. In some cases specialization by com- 
modities, in others by area or type of farming, and so on. 

But these operational types of research, though the ones best 
understood by farmers, are by no means the major phase of social 
science research needed by agriculture and implied by the agricul- 
tural experiment station legislation of recent years. The Act of 
1935 specifies research “into laws and principles underlying basic 


* This IS by no means universally true, however, even in the natural sciences, 
any soil scientist or plant ecologist, or nutritionist will 



Social Science in Expebiment Station Reseabch 261 


problems of agriculture in its broadest aspects,” and the Act of 
1946 repeats that language What kind of studies are thus implied? 
These certainly cannot be quidde studies related to some immediate 
operational decision. Neither can they be, if they are to be worth 
their cost, studies which will quickly be invalidated by changing 
conditions. Few of the findings can have the permanence of natural 
science results arrived at through long years of patient experimen- 
tation, though even these latter eventually become outdated. In 
most cases the social science researches are more likely to be studies 
of far-reaching importance that increase understanding of how the 
social organism works and that thus become the basis for national 
or state legislation, for instruction in schools and colleges, and for 
better orientation of the individual farmer to his environment. 

Let us consider a few examples. The farmer’s interest is heavily 
affected by monetary and fiscal policy. He has sensed that for a 
hundred years and at times has tried to do something about it 
through political action. In the 1930’s he saw the value of his 
investment shrink by 30 billion dollars, largely as a result of mone- 
tary factors. Where are the best focal points for him to take hold in 
trying to stabilize this situation? In the 1920’s and ’30’s farm leaders 
contended that restoring agricultural incomes would go a long way 
toward restoring the economy as a whole. Was this true or not? A 
study of that kind is no job for an amateur. It will require the best 
and most broadly trained people that can be found. Such a study 
will not be done quickly. It may take years. But if it is well done its 
findings will have validity for a long time to come. 

Let me mention another example. The social structure of agri- 
culture is being profoundly affected by mechanical and technologi- 
cal change. Because of the automobile, the highway system, the 
tractor, and innumerable other technological developments the 
whole pattern of rural schools, churches, social life, size of farm, and 
tenure is being modified. Whole groups of farm people are at times 
uprooted or rendered jobless by changes of this kind. If we are to 
act wisely in such situations and point the way toward constructive 
adjustments we must know much more about where this road is 
leading. Both the sociologists and economists, and also the home 
economists, need to work on it. It calls for large-scale studies of 
lasting significance. 

We have huge projects like the Central Valley of California, the 
Missouri Valley, the T.V,A. and the Columbia Basin which may 
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change the lives of people in whole regions. These again are proper 
subjects for ably conducted long-term major studies that, if well 
done, will not be quickly obsolete. This does not mean that such 
problems can somehow be brought to a definite solution through 
some large-scale, specifically timed appropriation. The best we can 
hope for is more information, better understanding, and a sounder 
basis for the policies adopted. 

We have proposals for extending a social security system to farm 
workers and employers. We know too little about how it would 
work or what it would mean. Yet it would affect us, our children, and 
our children's children. On problems like these we need able and 
fundamental studies on which to base our attitudes and policy. 
We have a marketing system in which a reduction of prices to the 
farmer often means an actual widening of the margin between his 
price and the consumer’s price, and nearly always a widening of the 
percentage margin. Can we do something about it? The list could 
be enlarged almost indefinitely if time permitted and any purpose 
would be served. Naturally such studies cannot and should not be 
undertaken all at once or by any one institution. The smaller and 
more current ones can and should be carried on in nearly every 
state. The big ones require much planning, the availability of 
mature, well-trained researchers, and much time. Some of them will 
require interstate collaboration. Where they should be done and 
how depends very much on the location and qualifications of the 
available or obtainable personnel. Many studies of regional or 
national significance can best be carried out in some one institution. 
Research should not ordinarily be set up on a regional basis unless 
there are important reasons for so doing. Regionalization is not 
an objective in itself, but a mechanism for doing things that cannot 
be done by the cheaper, more convenient, and less cumbersome 
method of individual station research. 

But to come more to grips with the kinds of problems faced by 
administrators like yourselves, we need to consider such matters 
in a different light. There are big unsolved problems in the natural 
sciences, too. With a given budget and a given set of congressional 
directives how shall fimds be apportioned for the various kinds of 
research? How can the social science phase of the work be organized 
to get an appropriate balance between these broad, far-reaching 
problems and the shorter-term, small-scale projects that are more 
directly useful to farmers and their organizations? Certainly it 
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would be presumptuous to suggest any speciiBc set of criteria. Some 
general comments may, however, bring up questions that you will 
think worthy of further consideration. 

First as to balance between natural science and social science 
research. Certainly no hard and fast rule is appropriate, nor is 
uniformity between states desirable. It seems apparent, however, 
that, with the Acts of 1325, 1935, and 1946 the Congress expressed a 
feeling that experiment station research should be rounded out on 
the social science side. 

Increased Funds are Both an Opportunity and 
a Responsibility 

The substantial expansion in funds authorized in the Act of 
1946 provides both an opportunity and a responsibility. The author- 
ization, in other words the opportunity, is not likely to be fully 
implemented unless the responsibility is accepted sincerely and 
competently. We do not want to sacrifice the values that have 
come down to us from the pioneer period in agricultural research. 
They are important and fundamental. At the same time we cannot 
be content with following the patterns of the past. If the experiment 
stations are to continue to be accepted as the primary centers for 
agricultural research in the states, their programs will, of course, 
have to include pretty broadly the range of agricultural problems 
facing farmers and the general public. This means that they cannot 
neglect broad social problems such as those mentioned earlier. If 
the experiment stations omit them from their programs, studies of 
these types will be undertaken elsewhere, and eventually the funds 
appropriated will go into the channels where the kinds of work 
desired are being carried forward. 

This does not mean that the experiment stations should follow 
subserviently the whims of popular interest or the directions indi- 
cated by sincere but inadequately informed proponents of this or 
that type of research. Researchers have a very real responsibility to 
exercise leadership and to help the public to see what are the im- 
portant and manageable problems, and the points of emphasis most 
likely to be productive. The layman cannot know these things at 
first hand. What layman, for example, would have suggested the 
researches which led to the current studies of atomic energy or those 
of Pasteur in bacteriology, or those of Steinmetz in electricity? 
Farmers and other laymen can helpfully indicate their problems as 
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they see them. Only trained researchers and administrators can 
determine where research is likely to develop new information and 
to be significant. If the vision of administrators and researchers is 
too narrow or too much influenced by the patterns of the past, 
the research program as a whole will fail to achieve its greatest 
possibilities. 

The Research and Marketing Act of 1946 is a case in point. Its 
emphasis is very heavy on marketing and on the utilization of waste 
products, which in the sincere opinion of its drafters were the areas 
offering greatest possibility of results. Is this opinion well founded? 
Many competent researchers have doubts, and also are of the 
opinion that those who discussed the problem in the hearings 
relating to it underestimated the amounts of research already under- 
way in these realms and the knowledge about them that now 
exists. All would agree that there is much pertinent information 
about marketing channels, marketing margins, factors affecting 
costs, and so on that we do not have. There is a large field for re- 
search in marketing, but it by no means embraces the whole field 
on which fundamental research should be undertaken. Even in 
marketing there is very real danger that these funds will be dissi- 
pated in minor, fringe studies without coming to grips with the 
really important problems of that field. There is, of course, a place 
for many small-segment researches, but these in the main were 
feasible heretofore. They do not require or imply the elaborate, 
well-financed program authorized in the Act of 1946. 

The administration of this and the other acts needs to be flexible 
and to be courageously directed toward research in the most 
significant and promising lines, this being done, of course, in full 
and frank consultation with the congressional and agricultural 
leaders concerned. Those leaders want significant results just as we 
do. If their legislative emphasis results in something other than even 
progress on the whole research front, in order of real rather than 
assumed importance and manageability, they will be ready to 
recognize that fact as they come into closer contact with the issues 
involved. 

It may well be that more emphasis on the economics of consump- 
tion will be needed. Farmers and the public may very possibly find 
they have a growing concern with the great changes in social struc- 
ture that are occurring in the rural areas which call for policy 
decisions on their part. There is considerable need, which many 
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farm leaders are coming to recognize, for study by political scientists 
of the workings of farmer representation in the national programs 
affecting agriculture, and of the policies and organization of the 
many federal agencies that farmers have to deal with. There is a 
widespread feeling that our social problems are growing faster than 
our understanding of how to deal with them, and even, in some 
circles, that the very speed of our technological progress is generat- 
ing social problems we are not yet equipped to solve. On the other 
hand, we are almost certain to find, as our population increases 
and our resources are more fully used, a renewed emphasis on 
natural science research and conservation. If the program can be 
kept flexible and forward-looking, and if it can base solidly on the 
criteria of relative significance and amenability to research ac- 
complishment it will be on a sound foundation, and will achieve 
the recognition it merits. 



FARMERS* PRICE ANTICIPATIONS AND THE 
ROLE OF UNCERTAINTY IN FARM PLANNING 


O. H. BROWIiEE AND WaDTEB GaINBB 
TJniversliy of Chicago and Massaohuaetts Institvie of Technology 

T he study which is described below was an attempt to obtain 
more precise notions regarding the nature of farmers* antici- 
pations. More specifically, it was concerned with exploring (1) the 
nature and degree of uncertainty attached to particular price and 
yield anticipations, and (^) the ways in which these anticipations 
were related to (stated) production plans. No attempt was made to 
investigate "‘forecast equations** for price anticipations, although 
these were investigated for crop yield expectations; and conjectures 
regarding the nature of price “forecast equations** can be formed 
by relating anticipations to current and past data. 

The theoretical model which underlies the investigation is the 
currently accepted non-static theory of production.^ In this theory 
there is assumed the following: 

(1) That the firm is attempting to maximize something, i.e, 
that it is able to order various situations according to their 
desirability. 

(2) That it is faced with conditions of production in which there 
exists a known time lag between plans (for purchasing or 
using resources, for example) and the fruition of these plans 
(the sale of product). 

(3) That decisions are based upon anticipated values. 

(4) That various situations are anticipated with various prob- 
abilities of realization (or distributions of probabilities of 
realization). 

(5) That anticipations grow out of the current and past experi- 
ence of the entrepreneur. 

Assumption (1) provides conditions for consistency in the firm’s 

^ Examples of noii'-static theories of production may be found m Gerhard Tintner, 
“The Theory of Production Under Non-Static Conditions,” Journal of Pohtical 
Economyt VoL L, pp 645-667(October, 1942) and “The Pure Theory of Production 
Under Technological Eisk and Uncertainty,” Econometnca^ Vol DC, pp, 305-^12 
U^uly, 1941), J. K. Hides, Value and Capitdy Oxford, The Clarendon I^sa, 1939, 
Parts n &Ad rV; H. Mackower and J. Marshak, “Assets, Prices and Monetary 
Theoi^j, E^ontiea (new series) Vol. V, pp SSl^^SS (August, 1938) and A. G. 
Hart, *Anticipatioiis, Unce^inty and Dynamic Planning.” Studies in Business 
Administration^ Vol. XI, Chicago, University of Chicago Press, 1940. 
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conduct, while the other assumptions are a description of what is 
generally believed to be the nature of the decision-making (tech- 
nological and market) framework facing the firm. Assumption (6) — 
the postulate that there exists a “forecast equation” — ^makes it 
possible to relate values of certain variables at one point in time to 
the values of the same (and other) variables at previous points in 
time. 

In devising and conducting this experiment the authors had the 
benefit of experience gained from a previous study.^ Even so, it is 
believed that the information obtained might have been made more 
reliable had more time been spent in designing the interviews. 
Since the sample was drawn from farms in a block of six central 
Iowa counties where cash-grain farming predominates, the infer- 
ences regarding the anticipations of farmers as a group which one 
might make from this study are obviously restricted. The study may 
prove useful, however, in indicating pitfalls which might be avoided 
in further studies of similar character and in suggesting additional 
areas for investigation. 

Data were collected by means of personal interviews with 54 
Iowa farmers during March, 1947 — a period just prior to the begin- 
ning of crop operations. The interviews were designed to obtain 
some notions regarding (1) the most probable values of the distri- 
butions of anticipated prices, (2) the dispersions of these distri- 
butions, (3) the farmers’ production plans, (4) farmers’ beliefs 
with respect to technological conditions which deterred plans from 
conforming to what otherwise would appear as profit maximizing 
plans and (5) the “uncertainty preferences” of farmers. 

Com and Soybean Price Expectations 

Each of the farmers interviewed was asked to indicate (as of 
March, 1947) what he anticipated as the most probable prices which 
would be paid for corn and for soybeans in December, 1947. The 
answers to this question may be considered as being somewhat 
ambiguous since prices differ with the grades of the product, and 
the pattern of prices varies geographically, yet no definite grade or 
place at which this price would be paid was specified. However, 
it is presumed that the place which the farmers had in mind was 

* See T. W. Schultz and 0. H Brownlee, “Two Trials to Investigate Expectation 
Models Applicable to Agriculture,” Quarterly Journal of Economics, Vol. LVI, pp. 
487-496 (May, 194a). 
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central Iowa and that farmers were referring to the average grade 
of the commodity. The frequency distribution of expected most 
probable prices for these two crops is given in table 1. 


Table 1. Prbqttenct Distbibxjtion or Modal Price 
Expectationb fob Coen and Soybeans 


Corn 

Soybeans 

Most probable 
anticipated 
price per bu 

Frequency of 
anticipation 

Most probable 
anticipated 
price per bu. 

Frequency of 
anticipation 


Number 

Percent 


Number 

Percent 

$1 50 

7 

18 

$3 70 

1 

2 

1.25 

6 

11 

8 00 

3 

6 

1.15 

1 

2 

2 85 

1 

2 

1.10 

4 

7 

2.75 

8 

6 

1.05 

1 

2 

2 60 

1 

2 

1.00 

dS 

4$ 

2.50 

14 

30 

.00 

4 

7 

2.85 

1 

2 

.85 

1 

2 

2.25 

6 

13 

.80 

6 

11 

2 15 

1 

2 

.75 

1 

2 

2.10 

1 

2 

— 

— 

— 

2,05 

1 

2 

Mean $1.07 

54 

100 

2.04 

6 

IS 




2.00 

5 

11 




1.85 

2 

5 




1.80 

1 

2 




Mean $2 S7 

47 

100 


The mode of the frequency distribution of anticipated most 
probable corn prices ($1.00) was below the cash price of corn at 
the time the interviews were made. Also some farmers’ anticipated 
most probable prices were below the "^support price” for corn — ^a 
support price to which the government was committed through 
December, 1948. The mode of the frequency distribution of most 
probable soybean prices was also below the March, 1947, cash 
price. 

These expectations were consistent with the expectations regard- 
ing movements in the general level of farm prices. The farmers in 
this sample were generally pessimistic regarding the movement of 
farm prices between March and December of 1947, only 8 of the 
54 farmers interviewed believing that a given farm price index would 
be as high in December, 1947, as in March, 1947, the remainder 
believing that the index would be lower. 

In addition to the anticipated most probable prices for December, 
1947, each interviewee was asked what he thought was the proba- 
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bility that the price would be either as much as 25 cents above or 
below the most probable price — the interviewee was asked to 
specify his estimate of the probability that the price would lie 
within a given 50-cent range* One could not ascertain from the 
interviews whether a very high percentage of the interview^ees had 
ever formulated their anticipations in terms of probabilities. 
Consequently, the answers to this question may not be very 
meaningful as a clue to the nature of expectations.® The frequency 
distribution of the probabilities that the December price would lie 
within this 50-cent range is indicated in table 2. 

Table ^ . pREQUENcnr Distbibutions of Anticipatbd Probabilities That 
December, 104)7 Prices Would Fall 'Within the Range of 
Cents Above or Below the Anticipated 
Most Probable Price 


Corn Prices 

Soybean Prices 

Probability 

Frequency 

j Probability 

Frequency 


Number 

Percent 


Number 

Percent 

1.0 

6 

12 

1,0 

1 

2 

9 

14 

29 

.9 

9 

21 

.8 

11 

28 

8 

10 

24 

.7 

1 

2 

7 

4 

10 

.6 

1 

2 

.6 

4 

10 

.5 

12 

25 

5 

12 

29 

.4 

1 

2 

.4 

2 

4 

.1 

2 

5 

does not know 

12 


does not know 

6 



— 

— 


— 

— 


54 

100 


54 

100 




Mean (48 observations) 0.73 


Mean (42 observations) 0.69 



Additional information relating to price anticipations was 
obtained through questions designed to determine the symmetry 
of the distributions. Each farmer was asked whether he thought 
that a realized price higher than the anticipated most probable 
price was more likely, equally likely, or less likely than a realized 
price lower than the anticipated most probable price. Similarly, 
each interviewee was asked whether a realized price as high as 25 
cents above the anticipated most probable price was more likely, 
equally likely, or less likely than a price as low as 25 cents below 

* It is interesting to note that some of the interviewees were asked to specify their 
estimates of the probability that the price would fall outside tbe 50-cent range and 
that these answers were not always consistent, i.e., the sum of the two probabilities 
were not always equal to unity. 
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tHe anticipated most probable price. Replies to these questions are 
summarized in tables 3 and 4. 


Tabus 8- Distbibut[on op Replies to Question Relating to Pbobability op 
A Realized PmcE in Excess op Anticipated Most Probable Price as Com- 
pared ' WITH A Realized Price Below Anucipatbd Most Probable Price 



Com 


Soybeans 


Number 

Percent 

Number 

Percent 

just as likely 

13 

25 

12 

27 

more likely 

18 

35 

17 

89 

less bkely 

21 

40 

15 

84 

does not know 

2 


10 

. 


54 

100 

54 

100 


Table 4. Distribution op Replies to Questions Relating to Probabilities 
OF A Realized Price as Much as 25 Cents Above Anticipated Most Probable 
R aicE AS Compared with a Realized Price as Much as 25 Cents 
Below Anticipated Most Probable Price 


Com Soybeans 



Number 

Percent 

Number 

Percent 

jnst^as'likely 

10 

20 

5 

13 

more likely 

23 

45 

20 

51 

less likely 

18 

35 

14 

36 


51 

100 

39 

100 

does not know 

8 


15 



Plans 

An important aspect of the study of anticipations is the manner 
in which they are incorporated into plans. Such an investigation 
must take cognizance of the basic motivating factors in planning — 
the objectives which the farm operator is attempting to achieve. 
This area was not thoroughly probed by this study. However, an 
attempt was made to gain some insight into the importance of 
various economic and technological elements in conditioning plans 
The framers were quizzed regarding differences between their 
1946 acreages of corn, soybeans and oats and their 1947 plans for 
these crops. The planned changes are suromarized in table 5, and 
a classification of the stated reasons for change is presented in 
table 6. 

The magnitude of the changes was not determined so that 
relatively small changes are weighted equally with relatively large 
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changes in this summary. Of significance for further investigation 
is the apparent importance of technological rather than market 
considerations in accounting for the frequency of changes over time. 
Although one cannot assign probabilities to generalizations made 
from these observations, they check with the relative year to year 
insensitivity of crop acreages to relative prices for the U. S. as a 
whole.^ The importance of technological considerations is also 

Table 5. Number of Individuals PiANNiNa a Change in 
Certain Acreages in 1947 as Against 1946 


No. plan- No. plan- No. plan- Tjnclassi- 
mgan mngan mng no 

increase decrease change 



Nnm- 

Par- 

Num* 

Par- 

Num- 

Per- 



her 

cent 

her 

cent 

her 

cent 


Acreage in com 

24 

47 

15 

29 

12 

24 

S 

Acreage in soybeans 

21 

41 

S 

6 

27 

63 

8 

Acreage in oats 

11 

22 

26 

61 

14 

27 

3 


* Includes operators who were farming totally different land in 1947 than in 
1946. 


Table 6 Operator’s Reasons foe Planning Changes in Crop 
Acreages in 1947 as Against 1946 


Reason stated 

Number of 
individuals 

Percent of 
positive 
statements 

Unclassified* 

3 



No reasons stated** 

7 





10 


Last minute contingencies of weather 

3 


7 

Consideration of feed and livestock reqmrements 

9 


20 

ConsideratLons of price and anticipated profitability 

13 


80 

Soil-improvement and rotational influence 

19 


43 



44 

100 


* Includes operators who were farming totally different acreages in 1947 than 
in 1946. 

** Includes operators who were not planning a change in any crop acreage. 


suggested by the fact that 50 of the farmers had their spring crop 
plans outlined in the fall (four to six months in advance of the dates 
of execution) and only 10 indicated that any changes in plans had 
been made during the winter, five indicating revisions due to ex- 

* Refer to T. W. Schultz, “The Economic Stahihty of American Agriculture”; 
Journal of Farm Economics, XXIX; pp. 809-26. 
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pected changes in relative prices. The accuracy of answers to these 
questions regarding changes in plans cannot be checked since the 
initial plan was not observed. However, these answers suggest 
considerable inflexibility in changing plans in response to antici- 
pated price changes. Additional support for this hypothesis is 
suggested in the replies to a question regarding reactions to a 
postulated £0 percent increase in the anticipated most probable 
price of corn. Only 3 fanners indicated that they would expand 
corn acreage. While these answers are hypothetical responses to 
purely hypothetical situations and should not be interpreted as the 
way in which all of these farmers would have responded to actual 
situations, they suggest not only inflexibility in plans but also a 
considerable lack of confidence in the anticipations which were 
formed. 

Reasons for Inflexibility in Reayonse to 
Anticipated Price Changes 

Questions relating to yield expectations were also included in 
this survey. The interviewees were asked to specify the average 
com and soybean yields which they expected over the five-year 
period, 1947-51. The average expected yields for all farmers 
answering the question were almost identical with the average 
yields which they thought had prevailed during the previous 
five years. Although a previous study indicates important memory 
errors in reporting past yields,*' these errors are unimportant in 
formulating a yield “forecast equation” for the aggregate of farmers 
as long as the nature of the errors is known. 

Not all fanners expected 3 delds during the subsequent five years 
to average the same as during the previous five years. Anticipated 
improvements in soil fertility and cultivation was given most 
frequently as a reason for an increase in the anticipated average 
future corn yield, while unfavorable weather was most frequently 
presented as the factor expected to be responsible for a reduction 
in the average future yield. 

An attempt to measure the uncertainty attached to corn yield 
expectations was made through questions relating to the probability 
that the yield during any single year in the five-year period in the 
future would fall as low as 20 bushels below the expected average 

* E^er to O. H. Brownlee, ‘^Memory Errors as They Affect Survey Data,” 
JbtmtoZ of Fwrm Economics, XXII (May, 1940). 
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yield or would rise as high as 80 bushels above the expected average 
yield. Replies to these questions are summarized in table 7. 

Although not enough questions were asked regarding crop yield 
expectations to permit an accurate formulation of the degree of 
uncertainty attached to these expectations, it appears likely that 
less uncertainty is attached to them than to price expectations. 
For example, the anticipated average of yields over 10 years in 


Tablet 


Situation 

No. of 
Replies 

(1) Yield in any one year more likely to exceed most probable an- 
ticipated value than to fall below it. 

22 

(2) Yield in any one year less likely to exceed most probable an- 
firipated value than to fall below it. 

13 

(3) Yield in any one year equally likely to exceed most probable 
anticipated value as to fall below. 

11 

(4) No reply 

8 

Total 

54 


the future probably is expected with considerable confidence 
(i.e., the expected probability of a large departure of the realized 
average from the anticipated average is small).® Interviewees 
hardly would hazard a guess regarding the average ratio of corn 
and oats prices or corn and soybeans prices over a lO-year period 
in the future. A higher degree of confidence in anticipations regard- 
ing technological factors than in anticipations regarding prices 
may be important in the apparent overweighting of technological 
considerations in planning. 

In addition to the degree of uncertainty attached to anticipations, 
the preferences of the farmers for greater certainty should be known 
before we can evaluate the importance of uncertainty in planning. 
Lange^ and Makower and Marshak® have suggested that different 
probability distributions of anticipated values might give rise to 
the same plan. For example, sellers might respond in the same man- 

• Questions relating to this aspect of the problem were asked dunng the initial 
interviews but were deleted. 

7 Oscar Lange, Price FlexibUUy and Employment, Bloommgton: The Frincipia 
Press, Inc., 1944, pp, 30-31. 

* H. M^ower and J. Marshak, “Assets, Prices and Monetary Theory,” Eco~ 
nomica (N. S.), Vol, V. pp. 261-88 {August, 1938). 
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ner to a distribution with a given anticipated most probable price 
and a given dispersion as they would to another distribution with a 
higher anticipated most probable price and a higher dispersion. 
The relationships between these various distributions would de- 
scribe the aversion to uncertainty. It is with reference to this hy- 
pothesis that the questions relating to uncertainty preferences were 
based. 

Each farmer was asked to imagine that some agency offered to 
purchase in March, 1947, all of his prospective corn and soybean 
crop for delivery in December, 1947. He was then asked to state 
what price he would have to receive in order to close such a deal. 
These answers were then compared with the anticipated most 
probable prices and degrees of uncertainty which each individual 
had registered earlier as his estimate of future conditions. 

That the situation presented to them was purely hypothetical 
was obvious to most of the farmers interviewed. In fact more than 
one-third of the interviewees either refused to answer the question 
or stated that they would not accept a contract at any price. Nearly 
all of the farmers answering the question, however, indicated a 
preference for uncertainty. This result is somewhat surprising. 
The replies to the questions relating to uncertainty preferences are 
summarized in table 8. 


TABIiE 8 


Corn Soybeans 


Nvmher Percent Number Percent 


Bresent *asked^ price lower tban modal price 
anticipation 

1 

2 

3 

7 

Present ‘asked* price higher than modal 
price anticipation 

Pr^ent ‘ask^* price about the same as 
modal price anticipation 

25 

51 

19 

44 

6 

12 

4 

9 

No contract under any conditions 

17 

S5 

17 

40 

Does not know 

49 

5 

54 

100 

43 

11 

54 

100 


Suggestions for Further Research 

Except for the absence of ^‘forecast equations” relating to price 
expectations, an experiment of this type is complete in the sense that 
it describes anticipations and plans and their interrelationships 
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at one point in time. Such an experiment is incomplete in that it has 
not traced the divergences between the plans that were actually 
effected and those stated by the interviewees. Nor has it noted the 
manner in which the plans were unrealized and the revisions in 
anticipations and plans which grow out of the divergences between 
anticipated and realized values. Also in this particular experiment 
the farmers were not probed sufBciently to permit a detailed descrip- 
tion of the uncertainty attached to anticipations or a complete 
description of uncertainty preferences. 

Any importance which might be attached to this study lies not 
in the estimates of various coefficients which might be computed 
from the data which were collected but in the hypotheses which are 
suggested for testing in subsequent studies and the methods which 
might be employed in collecting the information. Among the 
hypotheses which are suggested for investigation in future research 
along similar lines are: 

1. That technological uncertainty is considerably less than price un- 
certainty and that consequently farmers weight more heavily than 
appears rational technolo^cal considerations in formulating their 
production plans. 

That most farmers are unaware of the existing institutions for reduc- 
ing price uncertainty (the commodity futures markets, for example) 
and might make use of these institutions if the imphcations were 
clearly set forth for them, 

3, That firms do not conceive uncertainty in terms of a probability dis- 
tribution (or probability distributions) of anticipated values. If this 
hypothesis were confirmed it would necessitate discarding a part of 
the model used in this analysis. 

Among the suggested procedures for further research along simi- 
lar lines are: 

1. Periodic interviewing of a selected group of farmers to note the man- 
ner in which plans are formulated, revised and finally translated into 
action. Such periodic contacts with the farmers might also permit a 
formulation of the way in which anticipations are formed. 

2, Mimmization of the number of questions relating to hypothetical re- 
actions to hypothetical situations. Such questions cannot be com- 
pletely eliminated if adequate notions regarding uncertainty and re- 
actions to imcertainty are to be obtained. However, it must be recog- 
nized that the replies given to such questions do not accurately de- 
scribe the responses which would in fact occur if the hypothetical 
situation actually faced the farmer. 



JAPAN: THE EACE BETWEEN 
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R ECENT events in the Far East have once again brought 
the occupation of Japan to the attention of the American 
public. The imminent conquest of the Asiatic mainland by China’s 
Communists has compelled observers of Far Eastern affairs to pon- 
der the significance of the swift turn of events in China upon the 
AlKed occupation of Japan. The general elections held in Japan in 
January of this year have attracted considerable attention because 
of the surprising strength shown by the Japanese Communists. 
While Communist domination of certain strategic labor unions has 
been an acknowledged fact, the Communist party had been regarded 
as a negligible force in the general political arena. Their capture of 
over 10 percent of the popular vote is reported to have surprised 
even the Communist leaders, and the significance of that spurt of 
popularity should not be overlooked. 

The recent visit to Japan by ex-Secretary of the Army Ro^all has 
also tended to focus attention upon problems of occupatioii policy 
in the Pacific. In particular, statements alleged to have been made 
by him in his “secret” press conference in Tokyo seem to suggest 
uncertainty in United States policy toward Japan. Despite ex- 
Secretary RoyalFs disclaimer, the press dispatches were consistent 
in reporting that he raised the question whether the United States 
would attempt to defend Japan and utilize it ass a base in the event 
of war with Russia. His reported comments seem to indicate that 
he is inclined to regard Japan as a potential military liability, and 
the defense of Japan as a responsibility which the United States 
should not undertake. He appeared to be particularly concerned 
about the problems of feeding Japan’s 80 million people and 
maintaining a flow of raw materials for her factories under wartime 
conditions — ^problems which would be of decisive importance if 
Japan were to be utilized as a strategic base.^ 

^ In 8an Franeisco Ckronide, Feb 17, 1949 c/.: United Press dispatch, Washing- 
ton, D. C., Peb. 16, p. 1; Peter Kalischer, United Press dispatch, Tokyo, Feb. 17, 
p. 8; Hussell Brines, Associated Press dispatch, Tokyo, Feb, 17, p, The Brines 
article stresses the fact that ex-Secretary EoyaU was spea^g hypothetically, but 
his report confirms Kalischer m all of the important points. 
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The problem of United States withdrawal from Japan in the 
event of war with Russia — or in anticipation of such a war — ^is 
highly complex and involves an important moral issue as well as 
problems of logistics and military strategy. On the moral issue, one 
group takes the position that the United States is obligated to 
provide protection for a defenseless Japan while the opposing group 
believes that the demilitarization of Japan by the United States has 
not created any obligation to defend Japan. Fortunately, these 
questions are merely hypothetical at present, but it seems likely 
that predilections regarding Japan’s strategic value in the event of 
war and views on the degree of United States responsibility to 
defend Japan will influence policies with regard to American assis- 
tance to promote Japan’s economic recovery. 

Apart from the question of her potential strategic importance in 
the event of war, Japan stands now as the most important testing 
ground in the Far East in the ideological and political conflict be- 
tween Soviet Communism and the doctrines of liberty and consti- 
tutional government represented by the United States and Western 
Europe. Here again the problems of food and population are of 
fundamental importance. Just as the logistic problem of feeding 
Japan’s population is recognized as a major problem in the event 
of war, the economic problem of securing an adequate food supply 
is of crucial importance to Japan in time of peace. 

TVith a population which has now reached 81 million and a total 
land area slightly smaller than the State of California, the existence 
of a food deficit in Japan can be readily imderstood. Intensive culti- 
vation of the available land and the heavy application of fertilizers 
are responsible for crop yields per acre among the highest in the 
world. In spite of the long-standing intensive efforts to maximize 
Japan’s production of home-grown food, it was necessary before 
the war to supplement domestic production with food imports 
which averaged well over three million tons annually. 

During the past three years food imports have been at about 
60 percent of the prewar volume, and this reduction of imports in 
the face of a sharp increase in population has made it necessary to 
continue a strict program of food collections and rationing. Not- 
withstanding the restricted level of imports and food consumption, 
the food-import bill is averaging $250,000,000 a year; imports of 
fertilizer to sustain Japan’s agricultural production, and petroleum 
products for the fishing fleet and other uses amount to an additional 
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$75,000,000 annually. These are facts of considerable importance to 
the American taxpayer. With a negligible volume of exports, Japan 
has had no financial resources with which to pay for these relief 
supplies. In accordance partly with obligations of international 
law, but also for humanitarian and practical reasons, it has been 
necessary for the United States to provide Japan with imports of 
food, fertilizer, and other supplies required “to prevent starvation, 
disease, or unrest.” 

Very little has been accomplished *to date in enhancing Japan*s 
ability to pay her own way in financing necessary imports by sales 
of Japanese exports in world markets. It is generally recognized 
that the importation of key industrial raw materials is a prerequisite 
for any significant increase in the volume of Japanese exports. 
Relief appropriations for Japan have approximated $400,000,000 
a year, but nearly all of this money has been required for food and 
olher supplies needed to maintain the civilian population. The need 
for a longer-range program to facilitate raw-material imports of 
textile fibers, iron ore, and a host of other materials required to 
expand industrial production and the volume of exports has been 
widely recognized. 

In the fall of 1947 a program for Japan’s economic recovery was 
prepared by “SCAP” — General MacArthur’s headquarters as 
Supreme Commander for the Allied Powers. In April 1948, a 
committee which included Percy H. Johnston as chairman, Paul G. 
Hoffman, Undersecretary of the Army William Draper, Robert 
F, Loree, and Sidney H. Scheuer surveyed the economic situation 
in Japan and recommended Congressional approval of a program 
to promote economic recoveiy in Japan and Korea by providing 
funds needed to restore the flow of raw-material imports.^ In- 
stead of voting funds for the economic-recovery budget presented 
by the Department of the Army, the Congress broadened the 
language of the GARIOA* relief budget to permit the use of 
these “disease and unrest” funds to promote economic recovery and 
the total appropriation for Japan, Germany, and Korea was in- 
creased from l.*5 billion to 1.3 billion dollars. By adjusting allo- 
cations between areas the Department of the Army has been able 

* Percy H Johnston, Paul G. Hoffman, Robert P. Loree, Sidney H. Scheuer, 
RejKttt on ths Ecowmius Position and Prospects of Jo/pcn end Korea . . (Secretary 
of the Army’s Committee to Inquire into Economic Problems of Japan, and Korea, 
April 1948, mimeographed). 

* Government and ReHef in Occupied Areas. 
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to allot souaething over JO million dollars to finance raw-material 
imports to Japan during the current fiscal year. The prospects for 
appropriated funds to finance imports of industrial raw materials 
during the fiscal year beginning next July are obscure at this time, 
but it is probable that there will be an increase over the current 
fiscal year in order to support a more rapid expansion of the volume 
of exports. 

The occupation in Japan has represented a bold experiment in 
seeking to rednect the thinking and activity of the Japanese people 
along democratic and peaceful lines. It is premature to draw any 
confident conclusions concerning the long-term success or failure 
in achieving the positive objectives of the occupation. Nearly all 
serious observers of the Japanese occupation agree, however, that 
gratifying progress has been made to date. The demilitarization of 
the home islands — the negative phase of the occupation — ^was 
carried out with dispatch, A liberal constitution has been adopted 
and the Japanese people are making strides in governing them- 
selves by democratic institutions and procedures. The cult of 
State Shinto, which fostered a fanatic nationalism and supported 
Japan’s military aggression, has been rooted out. Major reforms 
have been introduced in education and other fields to promote 
ideas and beliefs required to establish a democratic society in place 
of the feudalistic Japan which plotted and waged the recent 
Pacific war. 

Although the results of the first three years offer considerable 
hope for a successful outcome, it will be years before the newly 
established democratic institutions and practices take firm root. 
In the meantime, Japan’s fledgling democracy must face the 
possibility either of a resurgence of the reactionary, militarist 
groups, or of domination by the ambitious Communist party. 
In the present world situation it is probable that the Communist 
threat is the more serious, and as usual the existence of prolonged 
economic hardship will be a potent ally of Communism. If Japan’s 
new democratic government coincides for a prolonged period with 
economic instability and severe hardship, it will encounter great 
difficulty in winning a genuine acceptance in the minds of the 
Japanese people. The supply of food will be the most basic factor 
influencing the standard of living of the average Japanese family; 
and the prospective food supply depends in turn upon the prospects 
for increasing home-grown food production, the possibilities for 
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securing additional food by trade, and the relations between future 
population growth and the supply of food. Regardless of any shifts 
in American occupation policy, those three elements — ^food pro- 
duction, trade, and population— will be basic factors underlying 
economic and political developments in Japan. 

Pre-War Food and Popvlation Balance 

It is not surprising that the economic history of Japan in the 
modern era has been dominated by problems of food and population. 
In any country the supply of food is a major factor in determining 
the standard of living of the people. In Japan there is a very ap- 
parent tendency for the average person to identify his general 
well-being with the supply of food, and especially with the supply 
of rice. The special significance of rice, the staple food of the 
Japanese diet, is vividly portrayed in a rough translation from a 
history of Japanese food and agriculture: “When people talked 
of food problems in Japan, it was nothing but rice problem. There 
has been no greater suffering to Japanese than the absence of rice to 
eat on the morrow. Moreover, the rice must be ‘Japanese rice* 
(indigenous species), as a proof of which formerly foreign rice 
[imported from countries other than the former Japanese colonies 
of Korea and Formosa] was commonly called ‘China rice,’ and in 
spite of its cheap price, those who purchased it were ashamed to 
be seen, being taken as lower classes, or it was propagated with 
exaggeration that those who consumed it would have disorderly 
bowels or diarrhea.” 

The preference of the Japanese people for rice is still a factor to 
be reckoned with, but the far more basic problem at the present 
time is maintaining a supply of foodr— regardless of kind or taste 
preference — ^which will provide sufficient energy for an efficient 
working population. The direct relationship between adequate food 
energy and economic recovery is obvious, but the indirect relation- 
ship in terms of infiationary pressures and instability stemming 
from an acute food shortage is probably of even greater significance. 
Inasmuch as a reasonably adequate supply of food can only be 
secured by supplementing indigenous production with imports, 
it is clear that the attainment of economic selfsupport — ^with 
exports sufficient to cover the cost of necessary imports — is inti- 
mately related to the problems of food and population. 

The period since Japan emerged from isolation and embarked 
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upon industrialization and international conunerce has been 
marked by an enormous increase in population — ^from a level of 
30-35 million in the three centuries preceding 1868 to 81 million 
at the present time. The population is currently increasing at the 
rate of 1.3 to 1.4 million persons per year. The sharp increase in 
population during the modern era has been due to reductions in the 
death rate while the birth rate remained high. The introduction of 
medical science, improved knowledge of personal hygiene and pub- 
lic health, and economic advances resulting from industrialization 
brought about a sharp reduction in infant mortality rates and 
lowered the death toll due to disease and epidemics. This pattern 
will be recognized as essentially the same course which character- 
ized population growth in Western Europe and America with the 
industrialization of the nineteenth century. 

Unless some unexpected change occurs in the birth rate or death 
rate, it is anticipated that Japan’s population will increase to about 
87 million by 1953. If approximately the same rate of annual in- 
crease should continue, the population would reach nearly 100 
million by 1960. Two factors will be decisive in determining whether 
the actual increase will be as great as these projections: first, the 
extent to which the death rate is controlled; and secondly, the 
extent to vrhich the birth rate is left uncontrolled. 

In the two decades between the first and second World Wars, 
there was evidence of a decline in the rate of growth of the Japanese 
population. Total population continued to increase rapidly during 
those years, but fertility rates among women of child-bearing age 
showed a moderate downward trend. It seems reasonably certain 
that this declining tendency of the birth rate is evidence that some 
knowledge of birth control was available and practiced. The return 
to Japan of several million demobilized servicemen after the sur- 
render was followed by an abnormal increase in births which 
makes it difficult to discern the present trend of the birth rate. 
It appears that knowledge of birth control has not yet become 
general, and consequently the practice of birth control in the years 
ahead will depend to a very considerable degree on action which is 
(or is not) taken to promote wider knowledge of birth control 
methods. 

In the years prior to the War Japan’s problem of securing an 
adequate supply of food for her growing population was a public 
issue of the first magnitude. Emphasis was initially placed upon 
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taeasures to increase production of home-grown food. The most 
important gains in domestic food production were achieved through 
marked increase in crop yields per acre of cultivated land. Scientific 
improvements in the fields of plant breeding and seed selection, 
expansion of irrigation and drainage facilities, and the increased 
use of chemical fertilizers made notable contributions to increasing 
the yields per acre and to reducing vulnerability of crops to damage 
from disease, insects, drought, and fioods. The most conspicuous 
gains were achieved in rice, which showed an increase of over 100 
percent in the average yield per acre between 1878 and 1937, Some 
increase in production was also brought about through expansion 
of crop acreage which increased some 40 percent in the same 60 year 
period. Possibilities for increasing acreage were limited, however, 
and the increase in the 20 years preceding 1937 was less than 5 
percent. 

Beginning with World War I there was an increasing reliance 
upon food imports to fill the .deficit which occurred as population 
growth outstripped the increase in home-grown food supply. With 
the growing need for food imports systematic programs were 
instituted in Korea and Formosa, Japan’s former colonies, to 
develop those areas as Japan’s primary and assured sources of 
food supply. Comprehensive, effective, and in many instances 
high-handed measures were carried out to increase the production 
of rice in Korea and of rice and sugar in Formosa. This program 
even went to the extent of requiring Korean and Formosan farmers 
to shift from their traditional seed to Japanese varieties of rice. 
Practices in land tenure, such as the collection of heavy land rents 
in kind — sometimes equalling 50 to 75 percent of the crop — were 
encouraged in order to insure that the largest possible percentage 
of the colonial output would be exported to Japan. Particularly in 
Korea the increase in exports of rice was considerably greater than 
the increase in production. The increase in exports to Japan was 
lealized at the expense of a material reduction in the domestic 
consumption of rice in Korea which was partially made up by 
increased consumption of cheaper millets and sorghums. 

Prom the Japanese viewpoint a fairly satisfactory solution of the 
food problem was achieved in the years prior to the outbreak of the 
War. In the 1930*s rice imports of 1|~2 million tons (virtually all of 
it from Korea and Formosa) were added to the indigenous pro- 
duction of 9-10 million tons of rice. This sufficed to provide an 
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ample supply of rice, and in tie early 1930^s actually contributed to 
a problem of surplus and depressed agricultural prices. In addition 
to tie rice imports, nearly a million tons of sugar a year was im- 
ported from Formosa, and soybean imports from Manciuria of 
some 600,000 tons annually provided an important protein supple- 
ment in the Japanese diet. Tie typical diet was somewhat inade- 
quate from a nutritional standpoint because it contained too much 
starch, too little animal protein, and was characterized by certain 
vitamin and mineral deficiencies. Nevertheless the food supply 
provided suflScient energy for an active population at a cost which 
was not burdensome, and hunger was felt by only a small percentage 
of the population* 


OcGupation Food Policies 

During the period of the occupation, food imports to Japan have 
been restricted by the world food shortage and the fact that the 
funds provided for this purpose by Congress were calculated on the 
basis of imports required to maintain a ration level sufllcient only 
to prevent ^Misease and unrest.” In November 1948, the ration 
level was increased from 1300 to 1440 calories for “normal con- 
sumers” with corresponding increases for other ration categories. 
This increase represented an important part of the current program 
to enlarge industrial production and expand Japanese exports in 
order to enhance Japan’s ability to foot the bill herself in financing 
necessary imports. 

The food rationing program in Japan is extremely comprehensive. 
It encompasses all the grains, potatoes, sugar, edible oil, and soy- 
bean products. Together these items comprise some 85-90 percent 
of the calories in the Japanese diet. Even fish (the most important 
source of animal protein) and vegetables are rationed in the larger 
cities in spite of technical difficulties occasioned by their perish- 
ability, seasonal variations in supply, and other factors. 

Although rationed foods have been made available at prices well 
within the reach of the average consumer, the purchase of supple- 
mentary food on the blackmarket at exorbitant prices has had an 
extremely inflationary effect on the cost of living. At least until the 
increase in the ration from 1300 to 1440 calories, it was a matter of 
necessity, not luxury, for most consumers to obtain additional 
food energy from rice, potatoes, and other staple foods purchased 
on the blackmarket. The food which finds its way into the black- 
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market is lured away from the farms, in part as a reduction of the 
farmcr^s own consumption level, by blackmarket prices as much as 
ten to twenty-five times the official price. The inflationary impact 
of blackmarket food purchases at such prices is obvious and is 
largely responsible for the fact that food represents approximately 
two-thirds of the total cost of living of urban consumers. The high 
and steadily rising cost of food has been a major factor underlying 
the wage-price spiral which has created the dangerous inflationary 
situation in Japan today. 

During 1948 there was moderate improvement in living standards 
and a slowing down of the rate of inflation. More regular distribu- 
tion of the basic food ration and larger supplies of vegetables and 
fish have been important factors contributing to this improvement. 
It can also be expected that the recent increase in the food ration 
will result in some further improvement in the situation. It should 
be stressed, however, that even with this recent improvement in 
living levels, consumption of the two most basic ingredients — ^food 
and textiles — ^is still meagre and below prewar levels.' Inflation 
continues to create serious economic hardship for the average 
Japanese and to hamper efforts to increase production and exports. 

It must further be borne in mind that economic gains thus far 
have been possible only because United States funds appropriated 
for food and other relief supplies have offset the deficit between the 
cost of Japan’s imports and the income from her exports. Needless 
to say, that highly abnormal situation must be brought to an end 
as early as practicable, and Japan’s economy cannot be regarded 
as stable until such time as she has regained a balance in her 
international payments. 

Foreign Trade Expansion PoeeibUities 

In the years ahead the adequacy of Japan’s food supply will be 
determined primarily by the degree of success achieved in expanding 
foreign trade. It is generally agreed that home-grown food pro- 
duction cannot be expanded to the point of complete self-sufficiency. 
Despite the high priority now being given to land reclamation and 
other measures to increase food production, it seems certain that the 
increase in population will more than offset the prospective increase 
in food supply — ^barring some revolutionary and unforeseen im- 
provement in agricultural technique. Without the possibility of 
augmenting domestic supplies with imported food, Japan would 
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be faced indefinitely with an almost hopeless problem of over- 
population. 

In the future as in the past, if sufficient foreign exchange can be 
obtained through export sales to pay for required imports, the 
deficiency in home-grown food can be offset by food imports. 
Unless we assume a world of economic ‘Autarky” with rigid trade 
barriers and extreme emphasis on national self-sufficiency, depend- 
ence upon food imports is not necessarily an undesirable condition. 
England, whose economic problems parallel those of Japan in many 
important respects, adopted policies in the last century which 
increased her reliance on imported food because it was considered 
advantageous to promote trade and industry even though domestic 
agriculture was expected to suffer from the freer flow of inter- 
national commerce. 

The question of Japan’s ability to finance adequate food imports 
in the future is an integral part of the broader problem of when and 
how Japan can become economically self-supporting. Although 
a detailed analysis of prospects for trade expansion and achieving 
a balance of international payments is beyond the scope of this 
article, it is necessary to consider a few of the highlights of that 
problem. Since the future food supply position will be determined 
primarily by the level at which a balance of payments is achieved, 
the nature of the outlook for a successful re\dval of trade is of 
crucial importance in evaluating policies with respect to food and 
population. 

The basic weaknesses in Japan’s foreign trade position are well 
known. The dearth of natural resources available in Japan aggra- 
vates the foreign trade problem, since nearly all of the important 
export products depend entirely or in part on imported raw materi- 
als. Silk, marine products, tea and a few minor items such as 
peppermint and pyrethrum complete the list of exports which can 
he produced from Japan’s indigenous resources. Textile exports are 
the mainstay of Japan’s foreign trade, but apart from silk her 
textile production depends almost entirely on imported raw materi- 
als. Machinery products, which are counted upon as the major 
field for export expansion, depend upon imports of high-grade iron 
ore, coking coal, and other raw materials. Foreign exchange funds 
must therefore be earned not only to pay for imports of food and 
other commodities required to meet Japan’s needs for domestic 
consumption, but also to finance costly imports of raw cotton, iron 
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ore, and other commodities required as raw materials for her 
export industries. Food imports of roughly half a billion dollars 
(at current prices) would be needed to provide a food supply ap- 
proaching prewar levels, but it is estimated that a balanced inter- 
national trade which would permit food imports of that magnitude 
would also involve imports of industrial raw materials and a 
multitude of other products which in total would amount to an- 
other billion dollars of imports a year. Thus exports would have to 
reach a level of about a billion and a half dollars annually for Japan 
to attain self-support at a level which would approximate prewar 
living standards. 

Despite the problems involved, Japan in prewar years actually 
achieved a balance of international trade which provided a fairly 
adequate food supply and a tolerable level of living. The postwar 
situation is characterized, however, by certain special factors which 
bode ill for Japan’s foreign trade in the years ahead. These factors 
include the economic dislocations associated with war which are 
familiar to the American public because they are so pertinent to 
the Marshall Plan for European recovery. The problems of war 
damage and obsolete equipment, low levels of industrial production, 
depleted working capital, plant operation at a fraction of capacity 
levels, and high costs of production are all important features of 
the economic scene in Japan today. 

There is reason to believe, however, that the problems of pro- 
duction will be much more susceptible of solution than those which 
affect so adversely Japan’s foreign trade prospects in Asia. The 
highly unstable political, economic, and military situation in China, 
Indonesia, French Indo-China, and to a lesser extent Burma, is of 
the greatest significance to Japan. The Far East is by logic and 
economics the major source of supply for imports to Japan and the 
best market for Japanese exports. A closely related consideration 
is the fact that Korea, Formosa, and Manchuria are no longer in 
the picture as major sources of food supply. Recently Formosan 
sugar has been purchased for Japan, but apart from sugar from 
Formosa those three areas cannot be considered as potential sources 
of food imports for Japan. (Korea may possibly resiune rice exports 
on a limited scale in a year or two, but population, political, and 
economic factors make it improbable that Korea will again become 
a major source of food supply for Japan.) The other major food 
exporters of Asia — ^Burma, Siam, and French Indo-China — ^are 
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only gradually approacLing their prewar volume of essports and 
cannot be expected to make a very large contribution to filling the 
gap resulting from the elimination of Korea, Formosa, and Man- 
churia as sources of supply. For several years at least, Japan must 
continue to rely in large measure upon food imports from the United 
States. 

Importation of wheat from the United States in lieu of rice from 
Asia raises a number of problems. The preference of the Japanese 
for rice can conveniently be omitted from discussion, because it is 
quite possible that in the long run that factor would be offset by 
the lower cost of wheat as compared with rice. The major significance 
of the reliance on grain imports from the United States is that the 
necessity to make substantial dollar purchases of food aggravates 
the problem of securing a balance of dollar payments which promises 
to be the most difficult aspect of the overall problem of securing 
a balance of international payments. In former years when inter- 
national trade was more characteristically a multilateral affair, 
the problem of maintaining a balance of trade between two partic- 
ular countries or two particular currencies was of no great signifi- 
cance. At the present time, however, when trade restrictions and 
nonconvertibility of currencies are the order of the day, the problem 
of securing a balance of dollar payments is of major importance. 
The restricted opportunities for exporting Japanese products to the 
United States to offset the cost of purchases of food and raw cotton 
in this country will make the solution of that problem extremely 
difficult. In prewar years Japan’s purchases of raw cotton in the 
United States, which averaged $166,000,000 annually (1930-34), 
were offset in large measure by raw silk sales to the United States 
of about $135,000,000 a year. The preference of the American woman 
for nylon stockings has reduced the market for raw silk exports to 
a fraction of the prewar volume and is another significant factor 
aggravating Japan’s dollar problem. 

The dollar problem is only one aspect of the way in which govern- 
mental controls on foreign trade can be expected, for some years at 
least, to have a generally restrictive effect on the expansion of 
foreign commerce which in the case of Japan will enhance the dif- 
ficulty of attaining a self-supporting status. Restrictive regulations 
such as exchange controls, export and import quotas, limitations on 
private trading and other characteristic features of international 
trade thus far in the postwar era have increased greatly the com- 
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plexity of carrying on trade and have been responsible for the 
failure to develop numerous potentialities for trade. These features 
have characterized the trade of England and the other countries of 
the Sterling Bloc, and they have been an even more conspicuous 
feature of foreign trade in Japan itself. 

Foreign trade, like all other aspects of Japan’s international 
relations, is under the control of ‘‘SCAB” — General MacArthur’s 
headquarters as Supreme Commander for the Allied Powers. In the 
initial stages of the occupation no other course was possible. Al- 
though many restrictions have since been removed, foreign trade is 
still essentially a SCAP-controlled operation. In the absence of a 
foreign exchange rate for the Japanese yen and with SCAP in the 
position of being responsible for insuring that United States funds 
are utilized as effectively as possible, this is wholly as would be 
expected. Furthermore, the economic dislocations involved in the 
present situation make inevitable a considerable measure of 
government control. Nevertheless it cannot be denied that the 
red-tape of a “double bureaucracy” — SCAP and the Japanese 
Government — tends to retard the development of trade. 

There are additional unfavorable factors in the postwar situation 
which are related directly to Japan’s defeat. The destruction of her 
merchant marine during the War has changed Japan from a mari- 
time nation of the first order to a country which relies almost 
entirely on foreign vessels to carry her exports and bnports. An 
invisible export of considerable magnitude in prewar years has thus 
been converted to a charge of some $60,000,000 annually for ship- 
ping services which must be paid in dollars or other foreign cur- 
rency. A somewhat related problem is the restriction of the areas in 
which Japan is permitted to fish, for reasons of security as well as 
the objections of the countries concerned to having Japanese 
fishermen enter the waters adjacent to their shores. The prohibited 
waters include the Kamchatka crab fisheries offshore from Soviet 
Siberia and the bonito and tuna fisheries of the central Pacific. 
The fisheries centered in those two areas were the source of a maj*or 
part of the high-grade marine products which formerly provided 
Japan with a highly profitable export. Limitations imposed on 
travel and foreign residence of Japanese businessmen constitute 
another restriction upon the development of trade. The job of 
promoting sales of a host of export items ranging from rice bowls to 
cameras and electric refrigerators is an operation which does not 
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lend itself to trade negotiation by remote control, and the lack of 
qualified salesmen on the spot has unquestionably had a deterrent 
effect on the sales of many export products. 

Population Grov:ih Aggravates Problem 

It is clear that a satisfactory solution of Japan’s food problem will 
be impossible without a substantial trade recovery including an 
increase of exports to seven or eight times the present level. Careful 
consideration of the problems involved in Japan’s trade recovery 
leads unavoidably to the conclusion that the solution of these 
problems will be extremely difficult under present conditions. 
An analysis of the underlying problems of increasing industml 
production, financing raw material imports, replenishing working 
capital, and finding markets for the increased volume of export 
manufactures indicates that the attainment of economic self- 
support will probably not be possible before 1953, and the balance 
of payments emdsaged for 1953 involves a level of living consider- 
ably below the prewar. Continued economic assistance from the 
United States will be necessary for several years, and it is essential 
that this aid include funds for recovery purposes as well as for 
relief items such as food and fertilizer. Such aid is indispensable if 
the production-export cycle is to receive the impetus necessary to 
move the Japanese economy off “dead center” so trade can reach 
a level where Japan will be able to pay for the imports which she 
requires. Failure to achieve the economic and trade recovery needed 
to support a tolerable level of living would provide the subversive 
elements in Japan — of the extreme left and the extreme right — 
with a rich opportunity to gain strength and jeopardize the pros- 
pects for a successful occupation. The success or failure of the 
occupation effort in Japan is of such importance in the ideological 
struggle against communism in Asia that American assistance in 
stimulating economic recovery and the attainment of a self- 
supporting status appears to be eminently desirable regardless of 
opinions concerning the strategic value of Japan in a possible war 
with Russia. Not only is economic recovery and self-sufficiency 
essential to the material well-being and self-respect of the Japanese 
people, but it is also the only acceptable method for ending the 
present anomalous situation in which American taxpayers are 
spending approximately $400,000,000 a year in relief appropriations 
for Japan. 
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Japan’s dependence upon imported foodstuffs highlights the 
urgent need for wise action to invigorate and enlarge her foreign 
trade. While tlus course offers the main hope for solving Japan’s 
economic problems, the expansion of trade is now confronted with 
such grave difficulties that it is advisable to direct attention also 
upon measures which will lessen the magnitude of the foreign trade 
problem by enabling Japan to balance exports at a lower level if 
necessary. Pood and population are the critical elements in any 
measures to lessen Japan’s dependence upon the success of her 
efforts to expand foreign trade. An increase in indigenous food 
production and a reduction in the rate of population increase would 
permit the attainment of a fairly adequate standard of living at a 
lower level of foreign trade, and thus make Japan less vulnerable if 
she fails to achieve a satisfactory trade recovery. Measures to 
increase the production of home-grown food are already receiving 
a high priority, and ambitious programs to reclaim land for agri- 
culture and to improve land now under cultivation by irrigation and 
drainage are in progress. On the basis of present projections of 
population growth the effect of these programs to expand food 
production would, however, be nullified completely by the increased 
number of mouths to be fed. 

To a limited extent knowledge of birth control already exists 
and is being practiced in Japan, and a few groups are actively 
concerned with the question. The majority of people, however, 
appear to be either unwilling to face the problem or unaware of the 
questions of public policy involved in the dissemination of infor- 
mation on birth control methods. There is considerable speculation 
in the Japanese press about the possibility of relieving Japan’s 
population by migration, whereas the question of birth control 
receives comparatively little attention.^ The discussion of migration 
almost appears to be a smoke screen to divert attention from the 
more realistic possibilities which exist in the wider application of 
birth control. A realistic appraisal of the present world political 
situation indicates that at the present time the prospects for large 
scale migration of population from Japan are negligible. The pros- 
pects were not good ten or fifteen years ago, and the hostility 
engendered in other countries of the Far East by Japan’s military 

* The establishment of a Japanese population research institute and Dr. Warren 
Hiompson’s recent visit to Japan give promise of increasmg attention to the prob- 
lem of birth controL 
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conquests makes it most unlikely that any of the sparsely popu- 
lated areas will open their doors to Japanese migration in the fore- 
seeable future. Furttennore, there is considerable question whetter, 
in the short term at least, migration would really improve Japan’s 
economic condition. Large-scale migration, if possible at all, would 
have to be to an undeveloped re^on such as the outlying portions 
of Indonesia or New Guinea. Experience has demonstrated that 
economic expansion in such undeveloped areas is not practical 
unless it is accompanied by heavy capital investment. Such invest- 
ment would have to be at the expense of deferring current consump- 
tion in Japan at a time when her national income can ill afford the 
diversion of capital to such a long-range project. 

The hard economic facts which point to the need for a wider 
application of birth control in Japan are unmistakably clear. The 
economic and social probleEos which would result from ah im- 
manageable population problem would be so serious that action to 
lessen the magnitude of the problem should not be delayed. Much 
effort is being devoted by SCAP and the Japanese Government to 
problems of improving public health. The progressive and well- 
devised programs being carried out in that field will unquestionably 
result in a further lowering of the death rate. It would seem that the 
time has come for a parallel effort to spread the knowledge of the 
techniques of birth control so that human control over the birth 
rate can keep pace with the increasing effectiveness of the control 
of death. The means are at hand to accelerate greatly the dissemi- 
nation of information. Public health clinics have been established 
recently in each of the forty-six prefectures of Japan, and it would 
appear that these clinics could be used to good advantage in spread- 
ing accurate information concerning methods of birth control. 
The Japanese Government is now engaged in establishing an en- 
larged agricultural extension program to provide farmers with the 
latest information concerning farm practices and other technical 
matters. In view of the seriousness of the problem of over-popula- 
tion in Japan’s crowded farming communities, it would seem that 
utilization of the extension agents to promote a better understand- 
ing of birth control would make a major contribution to the solution 
of one of the most pressing problems of Japan’s rural economy. 

It is to be taken for granted that a wider practice of birth control 
eventually wilTf ollow in the wake of industrialization and urbaniza- 
tion in Japan as it has in the countries of Western Europe and in 
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the United States. The rapidity with which this trend will make 
itself felt is, however, a highly important variable which can be 
influenced significantly by action to encourage the practice of 
birth control. Unquestionably positive action in this field will be 
opposed vigorously by various groups in Japan and in the United 
States. General MacArthur has already received a protest from 
the Catholic Church in America regarding a statement by a SCAP 
spokesman which was construed as an indirect endorsement for 
the need for birth control. More recently the attitude has been 
expressed that SCAP should not concern itself with this issue since 
it is a purely Japanese problem. That would be a very convenient 
and unobjectionable position, were it not for the likelihood that for 
SCAP to ignore the problem is tantamount to taking a stand against 
birth control. As SCAP and the Japanese Government grapple 
with the problems of internal economic stability and tiie expansion 
of trade, it is also of great importance for them to face squarely 
the problem of population growth and to encourage measures which 
will facilitate dissemination of knowledge of birth control methods. 
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FARM TECHNOLOGICAL ADVANCE* 
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T echnological change is one of the more important 
dynamic forces affecting the structure and income of agri- 
culture and its role in the national economy?*Numerous studies 
have dealt either directly or indirectly with this phenomenon. 
This paper is designed to add to the general literature on the 
subject, both as a refinement of points analyzed elsewhere and as 
an examination of certain neglected welfare and progress consider- 
ations. 

^Society has assumed a major role in furthering technological 
advance in agriculture! In contrast to other primary (and secondary 
and tertiary) industries, sociaUzed services make up an important 
portion of the total quantity directed at uncovering innovations 
and speeding their adoption. There is an important economic basis 
for public financing of farm improvements (and equally those of 
other primary or subsistence industries.) Progress and welfare cri- 
teria suggest, however, that the responsibilities of society do not end 
with the unveiling of an heretofore unknown production fimction 
and its extension to farms. Positive steps have been taken to safe- 
guard against monopoly control of innovations (a common case for 
the private patents of other industries). Yet if public sponsorship 
of farm technological advance is to have its roots in general eco- 
nomic progress, the responsibilities of society transcend this single 
measure to insure an eflcicient use of those resources over which 
innovations give a greater command. 

Role of Farm Technological Advance in Economic Progress 

As a primary industry agriculture possesses characteristics which 
qualify it for prior consideration in improvement of techniques. 
Wealthy societies are characterized not by how many but by how 
few resources are invested in primary industries (the basic materials 
from which consumer goods are ultimately fashioned). The fewer 
resources necessary here the more which are available for secondary 

* Journal Paper No. J164S of the Iowa Agricultural Experiment Station, Ames, 
Iowa, Project D76. The suggestions of Baymond R. Bendte and Wallace E. Ogg 
have proved helpful in the analysis of the problem. 
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(fashioning raw materials into consumption goods — especially in 
extending the degree of quality and luxury embodied) and tertiary 
industries (personal services and other activities which produce a 
non-material output). Progress is represented not by an economy 
with 95 percent of its resources tied up in primary production but 
rather by the opposite. Not only is the logic apparent but also 
empirical studies provide quantitative verification of the relation- 
ship.^ 

/In the same vein, agriculture as a source of subsistence goods 
qualifies for public investment in technology prior to luxury goods 
industriesyOnly after the basic requirements of subsistence goods 
have been met is the vista of the consumer opened for full exploita- 
tion of the utilities to be derived from non-subsistence or luxury 
goods which in modern times indicate a wealthy society. Again, 
economic progress is marked by a paucity of resources invested in 
subsistence goods production. The fewer resources required here, 
the more which are available for production of various ranges 
of luxury or non-subsistence goods.® 

/ The small scale of the firm in agriculture perhaps provides an 
additional basis for public sponsorship of farm technological 
advance.® Individual farmers do not have funds for organizing 
research on a scale which will insure a high probability of discovery. 
However, society presumably has some goal such as higher farm 
income or general progress as a basis for its prior investments in 
technological advance in agriculture (as compared to other small- 
scale industries which are numerous).^ 

Nature of Advance 

Technological improvement has two general properties. The first, 
development of a new production function such that a greater out- 
put of product is forthcoming from a given total input of resources, 

^ Cf. Coliix Clark, Cottd'diofi9 of Economic PfogTOsst Ijondon, 1940. 

* Obviously, the difference between subsistence and luxury goods is one of degree. 

Bonlihng {ffccdtk and Income, Canadian Journal of Economics and 
Pohtical Science, Feb. 1989, and Economic Analysis and AgnouUurod Pohoy, Ca- 
nadian Journal of Economics and Political Science, Aug. 1947) for a discussion of 
order among goods. 

^ n<^ research and education in agriculture been partly socialized, private 

research and extension work (salesmanship) would undoubtedly have developed to 
a neater extent There are many obvious examples in hybrid seed com, machinery 
and elsewhe^ However, the spread of findings is undoubtedly greater than would 
have held without public investment (and under the patent system). 
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is illustrated in figure I.* A corollary of this universal proposition 
is that technological improvement must momentarily increase the 
profits (or decrease the losses) of the firm.^ The firm would never 
adopt an innovation were not output increased from given resources 
or conversely, input decreased for a given output. (This is to say, 



RESOURCE INPUT 

Fig. 1 

the firm’s cost curve must be lowered.) The only exception would 
be the case in which the innovation increased ex ante profit expec- 
tations through uncertainty or risk reduction. Even here the long- 
run and aggregate effect is likely of an output-increasing nature.® 

^ * Production function B represents technological advance as compared to A since 
with an input of resources of (say) OX, output is OF and OE respectively. 

* This does not mean that individual firms are always in an improved economic 
position after all or a large number have adopted the improvement. All can be worse 
off yet failure to adopt the technique by an individual would diminish his profits 
even more. 

* Development of production function A after B is already known could not be 
coisidered technological advance where the transformation coefficients (rate at 
which reso^urces are transformed into product) are known with (or near) certainty. 
However, it would qualify as an improvement under the situation where imcertainty 
is reduced and hence the value of anticipated returns is increased. The transfonna- 
tion coefficient in agriculture is seldom known with certainty for a single production 
period even though the parameters of the distribution (mode, mean, range, vari- 
ance) can sometimes be established mathematically over a number of years Ac- 
cordingly, production function A might be considered as an improvement over B 
when the variability of and uncertainty surroundmg the former is less than for the 
latter. As an overly-simphfied example, one point on the production function B 
might represent a resource combmation (OX) which gives a mean yield of 20 busheb 
but with probabihties of .1, ,2, 2, .1, .1, .1, 1 and .1 respectively among the indi- 
vidual yields of 0, 5, 10, 15, 25, SO, 40 and 60 respectively while a corresponding 
point on A represents a mean yield of 18 bushels but with probability values of .2, 
.6 and .2 for the individual yields of 16, 18 and 20 bushels. Although ex paste 
profits may be greater for B the ex ante returns may well be greater for A in the sense 
that profit expectations are discounted m terms of the degree of uncertainty. Adop- 
tion of A over B will be the case especially for the operator who is short on capital 
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Distinction between technological improvements which are 
output-increasing and factor-saving may apply to an individual 
industry or firm but it does not exist on an economy-wide basis. 
The basic nature of technological improvement is always the same 
in the economy as a whole. Aside from the uncertainty exception 
noted elsewhere, all technolo^cal improvements are output- 
increasing (from given resources) or conversely, (cost) input- 
decreasing (for a given output). An innovation is always output- 
increasing in the aggregate since although it may result in the same 
output from a smaller resource input by a given firm or industry, 
it frees resources for output expansion in other industries. In this 
sense all innovations stand to extend economic progress regardless 
of the industry to which they apply 
Various characteristics can be used in classifying specific in- 
novations. Some are outlined in following sections for use in later 
analyses. These are intra-industry classifications. They suggest 
possible outcomes for the agricultural industry, or segments of it 
such as geographic regions, or a sub-industry such as wheat. 

Biological and Mechanical Innomtions 

I From a purely physical standpoint, farm iimovations can be 
classified as biological or mechanical. By the term “biological” we 
will refer to those which have a physiological effect in increasing the 
total output (per acre, animal, unit of feed) from a given land base. 
The term “mechanical” refers to innovations as a machine which 


or whose equity is so low that one or a few sustained losses may put him out of 
business, Techjiique A would seldom represent an improvement over B to a society 
which might insure a constant flow of commodity to consumers through a storage 
program (wherein the coats are auJEciently low to allow an economic carryover from 
bumper to failure yearn). 

Even then, production function A might result in a greater output of the specific 
product than B . With a high degree of uncertainty as to outcome m any one produc- 
tion period under the latter the firm might rationally equate discounted costs and 
returns at a point which would be short of the optimal ex paste or historical marginal 
cost and return. With the ^^lesser degree of uncertamty*’ attached to the outcome 
under A, the firm would not apply as great a subjective discount to return expecta- 
tions and would often end up with a greater input of resources and output of product, 
i^ough the distinction is somewhat different, the innovation would still be output- 
increasmg for the individual firm and product. 

^ Progress can be defined as an increase in ends relative to means. (Cf. K, E. 
Bouldmg,— Economic Revised Edition p. 647. Haiper and Brothers, New 

York, 19480 This paper is concerned with a particular aspect of progress — minimiz- 
ing the quantity of resources necessary for the ‘‘required” output of subsistence 
goods or minimising the input of resources for the flow of primary materials from 
the ipyen stock of basic resources. 
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substitutes capital for labor but do not cbange the physiological 
outcome of the plants or animals to which it may apply. Many 
mechanical innovations also have a physiological effect in increasing 
timeliness of operations, soil structure or otherwise directly affect 
the plants or animals. For the sake of simplicity, techniques which 
have both effects are termed “biological-mechanical."^ 

/ The immediate effect of biological innovations (as classified here) 
is one of increasing both total output and total costs (per acreor per 
farm or per aggregate of farms which* retain production). Hybrid 
corn, fertilizer, improved rations and similar techniques result in a 
greater total output. However, they also increase total costs(even 
though costs per unit ordinarily decrease) since not only the original 
costs of rearing, cultivating and harvesting are incurred but also 
the added costs of seed, supplies and of harvesting and handling 
the greater output are included.® The first effect of mechanical 
innovations is one alone of reducing total costs. A biological- 
mechanical innovation may increase or decrease total costs de- 
pending upon whether the added expense associated with the 
harvesting and handling of the greater output is less than the re- 
duction due to the en^neering recombination of resources. / 

Revenue and Cost 

Public sponsorship of technical advance was perhaps originally 
drafted as a specific policy to increase farm income. Many still 
view public research and extension education in this light. The 
manner in which net returns are affected by specific technological 
improvements depends, however, upon the (price) elasticity of 
demand for the specific product and the effect of the innovation on 
1, the total output and 2, the total costs of production. Models of 
possible outcomes are illustrated by figures S and 3. The curves 
labeled R indicate total revenues from sale of various outputs. 
The inclining portion indicates a price elasticity of demand greater 

^ Those biological umovations which relate to livestock such as improved breed- 
ing, sanitation and nutrition may at first appear to lower costs alone since they allow 
a greater output with less feed and other resources. This may be true in the short- 
run, However, in the long-run the saving in feed allows and leads to a greater number 
of animals and output of livestock products. As the slack is taken up in feed and 
other resources saved, added resources in housing and labor are also necessary to 
handle the greater amount of animals and products. Otherwise, the effect is of the 
mechanical nature outlined here. Too, it should be remember^ that the analysis 
here is in terms of Uie industry. Although some farms may produce the same live- 
stock with less feed, as feed **saved’* is used on increasing output on other farms, 
total industry costs may increase as total costs dechne on some farms. 
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than unity (a greater output sells at a lower price per unit but 
brings a greater total revenue). The declining portion represents 
an elasticity of less than one (a larger output sells at a lower price 
and brings a smaller total revenue). 

I. Demand elastic; toted output and total costdnareasing innovation. 
An innovation which increases both total output and total costs to 
the industry is illustrated in figure Distinction between innova- 
tions in respect to their effects on the cost in a single industry must 
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be in terms of total costs. All innovations lower the per unit costs 
of production. Otherwise they would not be adopted (with the 
uncertainty exception already noted). 

Net returns must increase if the increase in total revenue is 
greater than the increase in the total costs. This is illustrated by 
curves Ci (figure 9) which represent the schedule of total costs for 
the old and C 2 for the new technique. Total output, total cost and 
total revenue previous to the innovation (Ci) are OtJ, UA and UB 
respectively. After the innovation (Ca) output increases to OV, costs 
to VC and revenue to VD. Net returns (AB) for the old technique 
are less than those (CD) for the new technique (since net=total 
revenue minus total cost).* 

* Under competitive conditions costs will equal revenue for the industry. How- 
ever, this is true only for the sum of explicit and impheit costs. The diagrams indi- 
cate only explicit or out-of-pocket costa. The net incomes AB and CD represent 
returns to unpaid op^ator and family labor, and capital and any “pure” profits. 
For a single finn maximum net profit is represented by that point which defines the 
greatest difference between the total revenue and cost curves. However, this need 
not be the point of equilibrium for cost and revenue curves representative of a 
competitive industry. 
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Presence of an elastic demand does not, however, guarantee an 
increase in net income. Net income will be decreased by an in- 
novation which increases gross revenue but by a smaller absolute 
amount than the increase in total costs. Suppose that the pre- 
innovation output, costs and revenue are OU, UA and UB re- 
spectively (figure 2). A biological-type innovation which increases 
the corresponding items to OW, WE and WF will decrease net 
income from AB to EP. 

n. Demand inelastic: total output and total cost-increasing m- 
nopotion. Under this combination, net revenue of the industry must 
always decrease. Diminution of gross revenue always accompanies 
an increase in output where demand is inelastic. The greater costs 
reduce net return even further. This is illustrated in figure ^ where 
EP, the net income before the improved technique (Ci) is greater 
than GH, the net return after the increase in total output and cost 
(Ca). Only biological-type innovations fall within the situations 
outlined imder I and 11. 

in. Demand elastic; total output constant and total cost-decreasing 
innovation. Net revenue must always increase since gross revenue is 
unchanged while total costs decrease. 

IV. De7m7tdinolastic;totaloutputconstantandiotolcost-decreasing. 
Net revenue must always increase for the exact reasons outlined 
under III. Innovations of the pure mechanical type fall under the 
number III and IV categories. 

V. Demand elastic; total output-increasing and total cost-decreasing. 
This combination must always result in a greater net income to 
the industry since total revenue increases while total costs de- 
crease. This situation is illustrated in figure S where the net return 
(EX) under the new technique (Ga) is greater than the net return 
(IJ) under the old technique (Ci). 

VI. Demand inelastic; total output-increasing and total cost- 
decreasing innovation. Two possible outcomes are possible here. 
Total revenue must be less. If the decrease in total revenue is 
greater than the decrease in total cost, net revenue will also de- 
crease as is illustrated by figure S. The net return (MN) under an 
old technique (Ci) is greater than that (ZS) under a new technique 
(Cg). However, if the reduction in total revenue is less than the 
decrement in total costs net revenue must increase. This possibility 
is also illustrated by figure 3. Net income will increase from MN 
under an old technique (Ci) to PQ under a new technique (C 2 ) 
since the reduction in total revenue (from WN to XQ) is less than 
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the decrease in costs (from WM to XP). Biological-mechanical 
innovatioius result in the outcomes outlined under V and VI. 

All innovations extend progress. However, specific innovations 
may or may not increase the income of the agricultural industry. 
The final outcome depends on the combination of forces outlined. 
In final equilibrium all individual firms may have smaller net 
incomes than in a pre-innovation period, but failure to adopt the 


Table 1. Production Costs and Index of Pabm 
Output foe Spbcifibd Periods 



Index of farm 
output^® 
1935-39=^100 

Production costs 
(1910-14 dollars)^ 

Miffion 

dollars 

Index 

1985-^9 >.100 

1910-14 

79.4 

a, 360 

80 1 

1915-19 

85 4 

fi,278 

77 1 

1930-34 

88 4 

a, 880 

96.0 

1925-29 

95 8 

3,208 

108 8 

1930-34 

94.4 

2,957 

100.3 

1935-39 

100 0 

2,949 

100.0 

1940-44 

121.4 

3,762 

127 6 

1945-46 

131.0 

4,545 

154.1 


technique woidd result in an even greater diminution in returns. 
Or, individual firms remaining in a segment of the industry (as 
for example, cotton producers) may have as great or a greater 
income but the industry may have a smaller net return because of 
fewer firms. Finally, it should be recognized that even though the 
long-run and aggregate effect of an innovation may be to reduce 
net income to all farmers, the few farmers who first adopt the tech- 
mque will have greater income (until the number adopting be- 

Figure for 1919-46 from AgricuUurd Statistics 1946 and 1947. Figures for 
1910-18 estimated by the Tpmter. 

“ Based on data from AffrievUural Staiistics 1946 and 1947, and BAE Processed 
Report, Net Farm Income and Parity Report^ 1943. Includes all production expenses 
of farm operators and l^dlords except taxes and mortgage interest payments Does 
not include charge against land, capital or operator or family labor. Also feed and 
livestock have not been included smce these represent purchases within agricul- 
ture. This system perhaps excludes 5-10 percent of total production costs to farm 
operators and landlords. Farm wage payments are included. Absolute quantities 
have been adjusted to a 1910—14 wholesale price base (m attempt to correct for 
value of the dollar). Unadjusted figures indicate, of course, an even greater in- 
crease m costs. Unadjusted costs were greater during the 1930*a than for the period 
prior to World War I. Even in the absence of tecdinical change, coats would be in- 
crease imder favorable cost/price situations. However, the 1930-39 period was 
certainly less favorable to the use of additional resources in the absence of new 
techniques than the period 1910-34. 
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comes great enotigli to lower prices sufficiently to decrease incomes). 
Or, as is brought out at a later point, some fanners may end up 
with a larger income although net returns to the industry decrease. 

Innovations of the various types have taken place side by side. 
However, available evidence indicates that aggregate farm techno- 
logical advance has been of an output-increasing and likely of a 
total cost-increasing nature (the number 11 model outlined above). 
At the minimum, costs have not decreased. Demand analysis 



E10.4 

suggests an aggregate elasticity of demand for farm products far 
less than 1.0 (under a given demand situation, the greater the total 
production the smaller the total revenue).^® Although other eco- 
nomic forces bring about increases in demand and income, a^e- 
gate technological advance per se, if it falls under model H, results 
in a revenue lower than would otherwise hold under given demand 
situation. 

Productivity of Specific Recourcea 

Changes in value productivity of specific resources such as land, 
labor and capital may differ widely irrespective of the income- 

“ Cochrane h^ arrived at an aggregate price elasticity of —.41 for food prod- 
ucts (“Farm Price Gyrations — hn Aggregate Hypothesis,’* Journal of Farm Eco- 
nomics, May, 1947). G. S. Shepherd of Iowa State College (unpublished data) haa 
arrived at a similar figure. For any elasticity of less than — 1.0, an increase in output 
must be accompanied by a decrease in revenue since an increase of (say) 1,0 percent 
in output will result in a price decline by more than 1 0 percent. Johnson (“Econo- 
metric Models and Agricultural Policy,” Journal of Farm Economics, February 
1948) and Haaveimo (“Quantitative Research m Agricultural Economics,” Journal 
of Farm Economies, November 1947) also provide data indicating an elasticity of 
around —.5. 
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effect of innovations (whether net income is increased or decreased). 
An important consideration here is the effect of new techniques 
upon the elasticity of substitution of resources (the marginal rates 
of physical substitution). The second universal property of in- 
novations in agriculture is this: The marginal physical rates of 
substitution (the elasticity of substitution) are always altered in 
favor of one factor by specific innovations (the entire production 
surface is changed). This property is illustrated geometrically by 
the iso-product (equal product) contour of figure 4. For a given 
output of product (say 100 bushels of wheat or 100 pounds of pork) 
the iso-product line representative of a new technique (F) will al- 
ways have a greater slope in the direction of one factor than under 
an old technique (E). The position of new contour must be partially 
or entirely lower (to the left) than the old, (One which falls entirely 
to the ri^t would indicate a greater input of all factors for a given 
output and thus would not coincide with our first general property 
of innovation.) Thus a smaller quantity of one factor such as 
“capital” will be necessaiy to replace a given quantity of another 
factor such as “labor” after as compared to before the innovation 
(in terms of a given product output).^* This characteristic is obvious 
for engineering innovations in which machines substitute for labor. 
It is not so apparent for biological improvements such as hybrid 
corn. Yet the basic relationship is the same.^^ 

The marginal physical productivities may be changed in “favor” 

In the example illustrated^ the elasticity of substitution has been increased in 
favor of “capital” as is indicate by the greater slope of contour E. Under the old 
technique^ of “capital” was necessary to substitute for the Yi unit of “labor” 
while 01^ X is required under the new technique. The marginal physical and value 
productivity of “capital” has been increased relative to that of “labor ” 

Prior to the advent of hybrid com, for example, a given quantity (or increment 
in output) of com noight have been forthcoming by cultivating fewer acres with 
more mtensive applications of labor and capital on the remaming area (substitution 
of labor and capital for land). The hybrid seed itself and the greater input of “non- 
land” resources used m harvesting it represent added resources for a given acreage 
hut a smaller total quantity of labor and capital applied in intensive cultivation on 
the remainder would be necessary to substitute for additional land which might be 
mployed in producing a given output The number of innovations which might 
possibly fall outside of this classification are unimportant in number and effect. 
Although specific techniques may appear to so qualify, closer scrutiny places them 
within to j^roposition. For example, it may appear that this would be true for a 
crop which is planted at a more favorable time period with to consequence that a 
greater product is forthcoming from to same input of labor, capital and land. TVhile 
the increased output will be from the same land resources, additional capital will be 
^uired however, for harvesting and processing even witibin agriculture. Accord- 
ingly, the previous output <^n now be produced from less land and more labor and 
capital. The innovation again alters the marginal physical rates of substitution, 
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of land* labor or capital depending upon the specific innovation. 
For purposes of later references we will define "‘labor-substituting” 
innovations as those for which the elasticity of (physical) sub- 
stitution has been changed in favor of labor. Similarly, we may have 
“capital-substituting” and “land-substituting” innovations. 

For pure mechanical-type innovations (change in factor combi- 
nation without an increase in output) value productivities will be 
changed in the same direction as (physical) substitution elasticities. 
Thus a capital-substituting technique would lower the value pro- 
ductivity of labor and raise that of capital. However, even though 
the mechanical-type innovation has no biological effect it may have 
an economic effect in increasing output. If costs are lowered suflS- 
dently, equation of mar^nal costs and marginal returns in the post- 
innovation period may still call for an increase in output. Then 
whether or not the value productivity of (say) labor is decreased 
or increased will also depend on the elasticity of demand for the 
product (and whether net return is increased or decreased). If 
output is expanded, “labor” and “capital” may serve either as 
substitutes or cooperants.^^ The value productivity (in absolute 
terms) of “labor” for example, will increase only if the two factors 
serve as cooperants. They will act as cooperants (the value pro- 
ductivity of “labor” will be increased) only if the elasticity ot de- 
mand for the final product is suflSciently greater than the elasticity 
of substitution of “capital” for “labor” (under the innovation). 
The value productivity of labor would always be lower under an 
inelastic demand. 

A similar situation holds for biological and biological-mechanical 
innovations. Under those situations where net income is increased 
the various factors may again serve as cooperants (if the elasticity 
of demand for the final product is sufficiently greater than the elastic- 
ity of factor substitution) with a corresponding increase in value 
productivities. Even though net returns are increased, the value 
productivity of (say) “labor” may be decreased, however, if the 
(new) elasticity of substitution of “capital” for “labor” is sufficiently 
greater than the demand elasticity of the final product. A decreased 
net return must obviously result in a lower value productivity for 
part or all of the resources, depending upon the extent to which 

^ They will be (a) substitutes if the greater output is fortbconung with more 
capital and less labor and (b) cooperants if the increase in output is accompanied 
by a use of both more capital and labor. 
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the iiuiovatiori alters the elasticities of factor substitution. For 
later reference, we will define labor-saving, labor-neutral and labor- 
using innovations, for example, as those which decrease, leave 
unchanged or increase respectively the value productivity of 
(returns to) labor.“ The same definitions will apply to capital and 
land. An innovation might thus be capital-using and both labor and 
land-saving. 

Finally, we will define an innovation as land-embodying and 
capital and labor-rejecting (and vice versa) where the combined 
effect of the innovation on the elasticities of substitution and value 
productivities is such as to result in a given output of product with 
a greater proportion of land and a smaller proportion of capital 
and labor (the absolute quantity of land embodied in the product 
may be either greater or smaller but the proportion must always 
be greater) An innovation may be land-embodying even though 
it is land-saving in terms of lowering returns or value productivity 
of land to the extent that the same technique is **saving^* for both 
capital and labor and drives them to other industries (because of 
the lowered returns) and the final burden of lower returns is ex- 
pressed in lower rents. 

Aggregate technological advance over the last three decades has 
evidently been in a land-embodying direction. A greater product 
has been forthcoming with some increase in land and a decline in 
labor input. Also up to World War H a greater product was possible 

“ Lange, Oscar, **A Note on Innovations,” Rm&u> of Economic SiudHes, Vol* 
XXV, 1948, We are interested here only to the extent that value productivities are 
increased or decreased m an absolute sense. This is in contrast to the use of these 
terms by Hicks {Theory of Wages^ London, 1932, pp. 121-122) and Hqou {The 
Eoonomxce of Welfare, London, 1988, pp. 674-^75) to indicate relative factor shares 
An example of a land-embodying innovation has been the development in 
wheat production especially. As the location of wheat production moved from New 
England to the Great Plains States a ^ven quantity of output has come to be 
produced with more acres of land but with less labor pnerally and often with less 
total capital. A similar development has taken place lie world over m several dec- 
ades as new areas have shifted to wheat Mechanization of cotton production may 
have a sv^ar land-usmg and capital and labor-saving effect once it comes into full 
play. It is entirely possible that cotton production will spread over more acres 
(especially in replacing much of cropland now devoted to mule feed) while using a 
smaller total quantity of labor and capital. Were chenucal sprays to substitute com- 
pletely for cultivators in com production, it is possible that this single innovation 
might be of a land-embodying (labor and capital-rejecting and labor and capital- 
saving) nature The major change in capital relates to rate of transformation into 
product A smaller non-real estate capital indicates a smaller investment in capital 
which is transformed only over many production seasons (with depreciation as the 
portion transformed or the expense within one production period) . A greater produc- 
tion expend in the face of a aeclining use of labor then indicate a greater input of 
capital which is tmi^ormed in one or a few production periods such as fertilizer, 
tractor fuel and similar items which are termed operating expenses in accounting. 
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with, a relatively constant (non-liquid and non-real estate) capital 
input. The change in capital has been more in form than in total 
quantity. The change in form of capital created by innovations 
perhaps promises to increase the substitutability over time of land 
for both capital and labor in producing equal outputs of food and 
fiber. 

Tjublb 2. Total Emplothent of Labob, Land ani> Wobeino 
Capital fob Spbcifibi> Ybabs 


Average farm Acres of land 
employment** in farms** 

(thousands) (millions) 


Total non-real estate capita! 
(millions of dollars) 

Unadjusted** j Adjusted** 


10 12,146 

15 11,981 

10 11,362 

1925 11,448 



11,173 

11,131 

10,585 

9,844 



7,042 

7,227 

7,459 

6,382 

7,440 

4,826 

6,277 

9,315 


. Income Transfers 

• New techniques may transfer income and wealth between indi- 
viduals regardless of whether total net farm income is increased 
or decreased. The transfer may be of an intra-industry nature in 
the sense that it increases the income of some people in agriculture 
at the expense of other people within the industry. Income will be 
transferred when the techniques for one commodity or geographic 
region are improved beyond that which applies for a competing 
commodity or region.®^ This situation can hold regardless of the 
elasticity of demand as is illustrated by Table 3. In the period 
1937-46, for example, corn yields were greater by 45.8 percent in 
Grundy County but by only 6.8 percent in Wayne County, Iowa 
as compared to the pre-hybrid era, 1920-29- A decline in price by 

** BAB, “Foam Wage BjaUa and Rdaied Data'* (Washington: USD A, 1943). 

** Agricultural SiaHoticat 1947. 

*® BAB “Net Farm Income and Parity Beportj” 1943 and The Farm Income 
Siiuation Jime-July, 1947. 

** Based on “S** and individual capital items from AgrtcuUural SiatiHics 1942 
and 1947 adjusted to a 1910-14 price level or value of dollar base to suggest the 
physical volume. 

** A somewhat similar type of transfer ma^ also take place in this sense: The 
first few farmers who ado^t an output-increasing technique will realize higher in- 
comes even if the demand is inelastic since, in a competitive market, small changes 
in supply have small effect on price. However, as the majority adopt the innovation, 
the total outcome is smaller incomes (even though net income would be even less for 
the “following” were they not to adopt the new technique). 
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^5 percent (because of the innovation and greater total output or 
for any other reason) would result in a greater total revenue per 
given acreage in the former and a smaller total revenue in the latter 
county- (The varying responses indicated in table 3 are not neces- 
sarily due to hybrids alone but the result is the same as long as 
innovations do not apply equally to areas or are not adopted at 
equal rates)* 

Table S, Yield Pee Acre op Cobn in Two Periods 
FOB SpEcmsD Geogbaphic Kegions^ 


Begion 

l»£0-89 

Average 

1937-40 

Average 

Percent 

Change 

Wayne County, Iowa 

84.0 

36.3 

+ 6.8 

Switzerland County, Indiana 

81.0 

34.3 

4- 8.3 

Tipton County, Indiana 

43.8 

56.3 

+31.5 

Grundy County, Iowa 

43.0 

63.1 

+45.8 

State of Georgia 

10 3 

11.4 

+10.7 

State of Kansas 

31 8 

31.6 

- .9 

State of Pennsylvania 

43 1 

43.3 

+ .5 

State of Missouri 

29 0 

30.6 

+ 5.5 

State of Iowa 

40.0 

52-1 

+29.0 

State of Illinois 

35.9 

49.1 

+36.8 


A second possible transfer-effect is of an inter-economic unit 
nature. One group of individuals such as producers of farm products 
may lose in terms of dollar and real income as the consuming econo- 
my gains in real income. This type of transfer will hold where total 
output is increased and (price) elasticity of demand is less than 
unity (and if total costs remain constant or increase). 

Innovations which have an income transfer-effect must also have 
an associated effect on the wealth of individuals. Asset values must 
change as the increment or decrement in income is capitalized into 
land and specialized capital resources. Once the capitalized value 
of assets has decreased the resource owner cannot transfer his 
pre-innovation wealth to other industries. However, the individual 
whose resource inventory has increased in value can transfer the 
greater post-innovation wealth if he chooses to do so, 

AUematm Goals 

/ The direction ^ven farm technological advance might well 
differ depending upon the specific ends to be attained. Among others 
alternative goals toward which publicly sponsored technological 

^ Source Agrtcidhtr<d SUitt 9 tics and Crop Heporting Statistics for the specihed 
states. 
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improvement might be directed include 1, increasing the total net 
income of the agricultural industry increasing the total utility 
or welfare of individuals now in tie agricultural industry and S, 
maximizing aggregate economic progress.®^ These alternative goals 
are not identical and without conflict. Attainment of a greater 
net farm income does not guarantee a greater total welfare of people 
now in agriculture* Total utility or welfare of a community of 
individuals is a function not only of the magnitude of the income 
but also of the distribution of this incom^To the extent that in- 
creases in income are accompanied by a transfer of income, total 
Utility will increase or decrease depending on whether the gain in 
utility to individuals with augmented income is greater or smaller 
than the loss in utility to those whose income is lessened. Similarly, 
improvements which lessen the gap in incomes in the face of a 
smaller total income may or may not increase total farm welfare 
depending on the nature of the inter-personal transfer of income. 
Attainment of economic progress (in the sense of minimizing 
resource inputs for the “necessary’’ output of subsistence food 
products) would generally exclude attainment of the other two 
objectives. Under the pricing system, a continuous depressing of 
net income and welfare to people in agriculture would be necessary 
to drive innovation-freed resources to other industries* 

/The outcome of resources invested in research on a specific 
commodity or innovation cannot be predicted with certainty. 
However, the probability of success along the line of any specific 
innovation (say, improvement in wheat as compared to soybeans) 
is dependent to a fairly large extent on the quantity of research 
resources marshalled in the specific area of investigation. Given 
this degree of control over discovery and adoption (through allo- 
cation of funds between and within agricultural experiment stations 
and extension services) society has the power to exert important 
influence over farm technological advance. What type of technical 
innovations might be extended were any single one of the above 
objectives to serve as the criterion in guiding technological improve- 
ment in agriculture?>r 

Other goals might include (a) the greatest net income per farm and (b) increas- 
ing the income of farmers who first aflopt new techniques Obviously, these are 
pi^ially compatible and partially conflicting with each other and with other goals 
outlined. Total economic welfare might represent still another goal and while partly 
allied with the total farm welfare or economic progress goals as defined here, it is not 
identical. Consideration of total economic welfare as it relates to the economic 
progress goal is made at a later point. 
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1. Increasing the toted net income of the agricuUural indttstry. Were 
this the goal of farm technological advance, price elasticity would 
serve as an important gauge in directing development and adoption 
of innovations. Total output and total cost-increasing (biological) 
innovations would be withheld where demands are inelastic and 
extended only for commodities with elastic demands (and then only 
as long as the increase in total revenue is greater than the increase 
in total cost). Output-constant and total cost-decreasing (mechani- 
cal) innovations would be extended for all commodities irrespective 
of demand elasticities. Total output-increasing and total cost- 
decreasing techniques (biological-mechanical) would be developed 
for all commodities with elastic demands but for those with inelastic 
demands only if the decrease in costs were greater than the de- 
crease in revenue. Knally, if the goal of public investment in tech- 
niques were alone one of increasing or maximizing agricultural 
income, a large portion of effort would be focused not on discovering 
new production functions in agriculture but in increasing the (price) 
elasticity of demands for farm products. This would especially 
mean development of new industrial uses for farm products. 
Emphasis would be given to increasing the substitutability of 
basic farm materials for the materials of other industries. To the 
extent that this were accomplished, net income in the agricultural 
industry would be increased at the expense of income in other 
prafiary industries.^ 

Maodmissing or increasing the total welfare of individuals now 
in the agricultural industry. Were increasing net farm income the 
single objective of public-financed technological improvement, no 
regard need be given the nature of the total utility function or the 
distribution of income. However, distribution of income is as im- 
portant as magnitude of the income were maximizing the total 
welfare of people in agriculture to be taken as the goal. If all 
resulted in an increase in the magnitude of net farm income and 

® A somewliat different avenue of attack would revolve around income elasticity. 
Here researcli funds would be invested not in farm technology or the fanning indus- 
try per se but in research relating to segments of the economy entirely apart from 
agriculture. Special emphasis would be given to means of increasmg the incomes of 
all low income persons in the economy (either by additions to a given national m- 
come or by traxisfer of a given national income between high and low income groups 
perha])s via the machinery of progressive taxation on the one hand and consumer 
subsidies in the form of food ana clothmg stamp plans on the other) . It is known that 
income elasticity for farm products, especially food, is greatest for low income f ami- 
hes The market difference in prices and income between the 1930’s and 1940’s 
emphasis the greater effidiency of economic as compared to technological forces in 
augmenting net farm mcome. 
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none resulted in a transfer, the innovations outlined under 1 would 
also be applicable under However, on the basis of the total farm 
welfare criterion, these improvements would not qualify were the 
increase in total income associated with an income redistribution 
such that the increment in utility to the “receiving” group is less 
than the decrement in utility to the “losing” group. 

Progress towards the total farm welfare goal might be attained 
(at the expense of the total net farm income goal) by output and 
total cost-increasing innovations even where demand elasticity 
is less than unity provided these conditions hold: 1, the percentage 
increase in output is greater on low-income farms than (a.) the 
percentage decrease in price and (b.) the percentage increase in 
output on high-income farms; 2, the increment in utility associated 
with greater revenue on low-income farms is greater than the 
decrement in utility associated with the decrease in revenue on the 
high-income farms.^ Special emphasis would be given to extending 
output-increasing techniques in low-income areas relative to other 
geographic areas (the innovation would be equally applicable to 
high-income farms in the area of course). For example, a greater 
quantity of society’s funds might be spent on output-increasing 
techniques in southern Iowa than in central Dlinois or in Alabama 
than in Indiana. Or if the producers of one commodity (A) were 
predominantly poor while the producers of a closely competing 
commodity (B) were predominantly wealthy, resources might be 
concentrated on innovations which improved the former relative 
to the latter product. Total farm welfare might thus be increased to 
the extent that the increment in utility to A producers were greater 
than the decrement in utility to B producers. The simple transfer 
would, however, represent a crude system of transferring income 
where some producers of A have high incomes while some producers 
of B have low incomes. Other techniques which would especially 
qualify under the “total farm welfare” criteria might be “engineer- 
ing” or cost-reducing techniques which are adapted to farms with 
small quantities of resources. 

S. Maximum economic progress. Given this goal of farm tech- 
nological advance, a somewhat different set of innovations would 
be emphasized. Continuous progress toward this end would require 
both lower total farm returns and total welfare of people on fanns 

^ Implicit in this statement is also the condition that the increase in revenue be 
greater t)^ the increase in costs on low-income farms and that the reverse hold 
true on high-income farms. 
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in order that the pricing system might effect a transfer of resources 
to non-subsistence industries. In order that resources be driven out 
of agriculture, any increments in income from some innovations 
would have to be more than offset by decrements in income by 
other innovations. Output'increasing techniques would never be 
extended (except one category of biological-mechanical innovations) 
for commodities with inelastic demands under the total farm returns 
goal. Yet these are the very commodities which would be given 
heavy emphasis for the progress goal. The greater the price elasticity 
of demand the higher the commodity ordinarily (but not always) 
stands in the scale of luxuries. For the progress goal, luxury farm 
commodities with an elastic demand would have no greater priority 
on public-financed technological improvements than non-farm 
luxuries* 

Maximum economic progress would be characterized by land- 
substituting (including reclamation of land) and land-embodying 
and never by capital-using and labor-using innovations. Aside 
from the small portion of total land area devoted to non-agricultural 
uses, land is not transferable to other industries. 

Instability 

Technological improvement which is founded on economic 
progress must result in continuous instability of subsistence or 
primary product industries. Resources must be in a constant flow 
out of these industries. Measured by the same criterion, the value 
productivity or returns on resources must be constantly lower than 
in other industries (to which surplus resources are being trans- 
ferred). Progress becomes characterized by low returns on resources 
in agriculture (and other subsistence goods and primary products 
industries),^^ Higher resource returns in subsistence than in luxury 
goods industries represents retroversion rather than progress.^® 

Dr, T, W. Schultz seems to express concern that technological advance has 
done notHng to increase the value productivity of farm resources (How Efficient is 
American Agriculture, Journal of Farm Economics^ August 1947). However, if the 
goal of improved techniques in agriculture u taken as general progress then the low 
^ resources marks positive accomplishment of farm innovations. 

** ^me imght raise the point that technological progress must go hand-m-hand 
with incasing rwource returns were population to increase, nutritional levels and 
demand to be raised etc* However, the cnteria of economic progress still apply. 
Supp<^ that the original demand (need) is for y output of subsistence goods and 
that these can be produced in a pre-innovation period with x resources. In the ab- 
sence of ch^g^ in demand (ne^) for subsistence goods, progress would be repre- 
sented by development of techniques which would allow y output with less than x 
r^ources. Now sujipose that popularion or nutritional standards double such that 
theaemand (need) is 2y. However, it is still desirable, in terms of progress to produce 
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A progress goal of publicly financed farm technological advance 
must necessarily be one of increasing the physical product while 
decreasing the value of product per unit of resources in agriculture. 

Welfare Criteria ani Compensation 

Economic reorganizations can be segregated into two categories 
depending on their effect upon the welfare of individuals. Specific 
reorganizations may either 1, increase the welfare of one person or 
group without diminishing the welfare of others or increase the 
welfare of some individuals at the expense of others. Total economic 
welfare is always increased under the first. It increases under the 
second only if the increment in utility or satisf aciions to the recipi- 
ent group is greater than the decrement in utility to the sacrificing 
group. Since inter-personal utility comparisons are impossible, 
objective measurement of outcome under a transfer (the second 
category) is impossible. However, the impossibility of interpersonal 
utility comparisons does not exclude society's ability to fashion 
policies which it deems consistent with a greater total welfare. 

Although inter-personal comparisons of utility are impossible, 
society has based policies on obvious differences in individual wel- 
fare, The poor are not taxed at a heavier rate than the rich, for 
example, in order that elementary education be furnished the latter. 
There are many other areas in which the order and direction of 
needed reorganization are clear. However, the nature of transfers 
in income which grow out of farm technological advance are not of 
an orderly fashion: consumers who realize gains in the form of more 
food for less money are not generally poor and farmers whose in- 
come may diminish are not universally wealthy. Similarly, producers 
of one commodity or region who gain from a specific improvement 
are not universally of the lower-income strata while others within 
agriculture who sacrifice as producers m a competing region or of a 
competing commodity are not universally of the high-income strata. 

Perhaps at the outset social investment in farm technological 
advance was thought to fall imder the category of leaving some 
iridimduals better off without leaving any others worse off. Present 
knowledge of demand elasticities questions any such unwitting 
assumption for agriculture as a vrhole and for a very great number 
of single products. The principles developed in modern welfare 

the Zy output not with 4x or even by x input of resources but by Jx or any smaller 
quantity. The level of technique would ne^ to be stepped up even further to allow 
expansion of non-subsistence industries. 
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economics provide the basis for guaranteeing that total welfare 
can be increased even though the reorganization is in the form of 
transfers.^® Lack of inter-personal utility comparisons excludes 
possibility of empirical evidence to indicate the utility of those 
gaining from a transfer is increased by more than the satisfactions 
of those sacrificing is decreased when there is no order in the re- 
organization. However, this difficulty can be removed by compen- 
sation to redress impaired income positions and guarantee that 
no person is “worse off.’* 

A bulk of the agricultural policy legislation of the past two 
decades can be interpreted literally as society’s belief that 1, farm 
income is less than would have been true had the capacity of agri- 
cultural resources not been increased so greatly by technological 
improvements and compensation is in order to redress general 
impairment of the farm economic position which has grown out of 
increased output and technological advance. The provision for 
production control is prime evidence of the first (a smaller output 
to attain a greater revenue) while the cordon of subsidies designed 
to restore farm earmngs at historical levels is material evidence 
of the second. Society has simply recognized that the greater flow of 
production growing out of its designed policy of improved farm 
technology has increased total welfare at the expense of returns to 
the farm population. 

Although the action conforms with principles of modern welfare 
economics, a conflict must be recognized. If farmers are made as 
well off relatively in post-innovation as pre-innovation periods, 
forces will not be generated to drive the surplus resources to other 
industries. The apparent dilemma is not insoluble. Means exist 
both for redressing impaired farm returns and speeding the flow 
of resources to non-subsistence industries. Society has an ipso facto 
policy designed to bring about surplus resources in the farming 
industry. It should have an equally positive policy directed at 
speeding the movement of resources out of agriculture. 

There are few precedents whereby society has provided full 
compensation to guarantee that all individuals are “as well off 
after as before” economic reorganizations. (Too, there is question as 
to whether the status of the past provides better criteria than the 
^‘possibilities of the future” as a benchmark from which reorgani- 

** Cf. J. R. Hicks, “The Foundations of Welfare Bconomics,” Eoommio Journal, 
Dec. 19$9 and T. de Scitovaky, “A Note on Welfare Propositions in Economics,” 
Reeiem rf Economic Siudiec, Nov. 1041. 
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zations might be fashioned.) Accordingly, it is questionable whether 
society should attempt, or whether a full scale, innovation-inspired 
program of compensation is feasible. Yet a minimum program of 
compensation is certainly in order. Society should provide the 
mechanism whereby those resources whose returns have been 
lowered can be moved into alternative opportunities where returns 
on resources are higher. 

Barriers to Mobility 

A positive policy is needed to catalyze the movement of surplus 
resources from agriculture. In fact here lies the crux of any economic 
policy which has the long-run dual objectives of increasing the in- 
come per individual in agriculture and of maximizing general 
economic progress. 

But first the forces which serve as obstacles to mobility need be 
examined. These are numerous and most have economic roots. 

1. Lack of knowledge, A large portion of individuals are so 
preoccupied in their micro-environment that they do not compre- 
hend the macro or aggregate economic adjustments which are 
shaping their destiny. In spite of the ‘‘enlightening effect” of low 
incomes, many hold on with hopeful expectations that “things will 
improve” or “a solution will be forthcoming.” Distinction is not 
made between short-run phenomena such as the business recession 
and long-run readjustments such as changes in techniques. Further- 
more, the market is imperfect in the sense that knowledge of com- 
parative returns is meager, first, for alternative products and regions 
within agriculture and second (and even more important), for use 
of resources in non-agricultural as compared to agricultural pursuits. 
Too few know “where to go” and the “level of income to be ex- 
pected” were they to leave agriculture. 

25. Cost of tranter. Movement between industries and geographic 
regions involves perhaps as many as three types of costs: (a) direct 
expense of migration (b) direct loss in income during the period 
of transfer and (c) loss of investment in resources impaired in value 
and made obsolete by the reorganization.®® 

3. Risk and uncertainty of returns. The xmcertainty of returns 
on resources transferred from agriculture is mitigated by the 

A machine, for example, may be made obsolete to the extent that its market 
value is depreciated. Yet the farm owner may recoup as much of the original cost 
throi^h use as was reflected m the original mvestment. The loss here comes about 
only in the market value of the asset. In highly depressed farmmg areas, this cost of 
transfer itself acts as an important obstacle to mobility. 
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business cycle. The feeling of greater security on the farm is in- 
grained in farm persons to an extent that many prefer a smaller 
return in agriculture to a higher mean (non-farm) income over 
time which may vary from zero (unemployment) to a level several 
times greater than farm expectations. The possibility that the period 
of low income or unemployment in industry may follow immediately 
after the shift augments the degree of uncertainty and returns 
discounting. Experience with moratorium laws perhaps provides 
the basis for farmer belief that the recession may be bridged in 
agriculture through these time-consuming processes. The opportun- 
ity for a greater inter-temporal transfer of income in agriculture 
also exists as the operator increases present at the expense of future 
income through soil exploitation and postponement of depreciation 
reserves. 

4. Inflexibility of human capacities. Flexibility in human capac- 
ities wanes with the individual’s life. It is greatest before initiation 
of technical schooling or apprentice training since the individual 
can> within the limits of his natural abilities and economic means, 
turn in any direction. However, once his career has been launched 
and his family responsibilities grow he is increasingly unable to take 
time out to acquire skills necessary for alternative economic 
opportunities. Even though his innate capacities, were they fully 
developed, pro^de the basis for greater returns in other lines, in- 
ability to capitalize on his abilities through new training may leave 
him in a position where returns are greatest in the old occupation 
even thou^ these have been lowered. Another facet of this same 
problem is the lack of opportunity for investment in the human 
resource other than by the public or by the individual himself. 

Innovation-^Inspired Mobility Policy 

Maintenance of a high and stable level of national income is, of 
course, a necessary condition for resource mobility. Only then can 
uncertainties which attend movement of human resources be 
minimized. Mobility policy should also meet two general tests : 
(a) It must not destroy freedom and choice of the individual in 
respect to type and place of employment, (b) It must increase the 
total economic product. Given these conditions and farm techno- 
logical advance as an economic progress goal, the following are 
logical policy steps 

u Por proposals along these Imes see T. W. Schnlts (Agriculture in An 
Unstable Economy', McGraw-Hill Book Company, lac. 1945 ) and D. Gale Johnson 
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1. Economic outlook for specific technical improvements. Estimates 
of the economic impact (iuterproducts, interregional and inter- 
industry productivity and shifts of resources; effect on incomes) 
should be provided for each major innovation. These should be 
aggregate and forward analyses rather than indication alone of the 
immediate profitability to individual farmers. 

2. Nation-wide employment service, A nation-wide employment 
service should supply information on the location, type and returns 
of employment. In this vein it would both aid in reducing the 
uncertainty which surrounds mobility and in channeling resources 
into opportunities where value productivities are greatest. The 
objective here, as for other policy elements outlined, is both one of 
increasing the individual welfare (compensation for impaired 
income) and the social product. 

3. Provisions for increasing the jiexihility of human capacities. 
Industrial employment training should be carried to individuals 
(already established in farming) in regions where the returns on 
resources have been lowered. A program of this nature would 
increase the value productivity of individuals above that which 
might be realized were they to migrate without acquiring new 
skills and training. Where the adjustment required is of great 
magnitude, some form of ^‘training-compensation” might be in 
order were family finances not to be cut too severely in the interim 
of the training period. Another element of this program would be 
greater emphasis and broader education on industrial employment 
and non-farm opportunities in the secondary schools of agricultural 
areas. With technolo^cal advance as an economic progress goal 
(minimizing the resources in agriculture as a primary or subsistence 
good industry) this facet of education is equally as important as 
vocational agricultural training designed both to return young 
people to farming and extend techniques even further. Similarly, 
the agricultural extension education should focus on informing 
young people and established farmers about non-farm employment 
opportunities as well as on improving farm techniques. 

4. Payments and loans to underwrite the cost of transfer. Compen- 
sation to owners of resources (in distressed areas) on which returns 
have been lowered as a result of technological change might include 
either direct payments or interest-free loans to defray the cost of 

(Contnbution of Fdce Policy to the Income and Besource Problems in Agriculture, 
Journal of Farm EconomwSy Nov, 1944). 
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movement. Again, this step would not only facilitate movement of 
the individual to employment where returns on his resources would 
be greater but would also make for a greater national product. 

The steps outlined do not necessarily provide for full compen- 
sation to individuals. For example, they include no payment to 
redress impaired value of capital assets such as land, buildings and 
machinery on which returns have been lowered or which have 
been made obsolete They simply provide for minimum compen- 
sation consistent with public-financed technological improvement 
as an economic progress goal. If farm technological advance is to 
be justified in terms of general progress, it makes little sense to 
free resources and then leave them stranded even temporarily in 
agriculture. Compensation should focus, of course, on those re- 
sources where value productivities are lowered. 

Additional Considerations 

We have been unable to include many social aspects of technologi- 
cal improvement in one study. The analysis is entirely in economics. 
Even here we have unfolded only one of the many chapters which 
are possible. Some may suggest that the arguments put forth are 
in the agricultural fundamentalist vein. Quite the opposite is true: 
the analysis is in terms of minimizing (rather than maximizing per 
the fundamentalist) the input of resources for the “needed” output 
of subsistence goods. 

The analysis might be termed “closed economy” although this 
objection is certainly removed in the sense that there is only one 
world economy and the conclusions apply equally on a world basis. 
Yet if one nation produces agricultural commodities to export and 
exchange for luxury commodities of other countries, the agricultural 
production in the first no longer falls in the subsistence category 
(too, the portion of agriculture as a luxury-exchange industry would 
have no prior claim over other luxury industries for public finance 
of innovations)yFinally, agriculture might gain in real income 
(from innovations within agriculture) where innovations take place 
in the face of inelastic demands and lowered money income. This is 
true in countries where resources in non-agricultural industries are 
so few that luxury production can be organized on an “adequate” 
economy scale only by transfer of resources from agriculture. The 
case is a special instance of those discussed and would still require 
a di m i nu tion in value productivity (income) to some resources in 
agriculture. 



EGA m ACTION ON THE FOOD AND 
AGRICULTURE FRONT 

O F all the interests of our government — ^political, financial, 
legislative, educational — ^there is not one which does not 
relate in greater or less degree to the progress of the European 
Recovery Program. Our realization of the inescapable bond between 
European and American affairs was implicit in the concept of the 
*‘MarshallPlan.” 

Agricultural economists, of course, are most interested in the 
progress of the Food and Agriculture Division of the Administration 
Decisions concerning problems in the agricidtural sector of our own 
economy are dependent on the outlook and plans for agriculture 
in the rest of the world. 

Agriculture’s importance in the scheme of European recovery 
is shown by the Ninth Report of the Economic Cooperation 
Administration.^ Of the total $4566.7 million authorized through 
Feb. £8, 1949 for use by ERA, $£157.3 million or 47.£ percent of the 
total was for food and agriculture commodities, including agri- 
cultural machinery. This report also gives the following breakdown 
of the food and agriculture expenditures: 


Commodity 

Authorization 

(millions) 

Bread grains 

. . $813 9 

Cotton. 

358.6 

Fats and Oils 

££5 8 

Coarse Grains and Feed 

157.8 

Tobacco... . 

1£0.0 

Sugar and Related Products 

106.8 

Meat. . 

79.0 

Dairy Products 

73.1 

Fertilizer 

33.3 

Miscellaneous 

119.8 

Agricultural machinery, exclusive of tractors 

38.4 

Tractors (under 50 H.P.) . 

30.8 

Even more significant and sthnulatiag than these figures, how- 


ever, are the stories behind the figures. What is the EGA agricultural 
program actually accomplishing in the cooperating countries? 
Are the adjustments in agricultural production in line with long 


^ Ninth Beport for the Public Advisory Board, Economic Cooperation Adminis* 
tration. 


817 
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time needs? What are the key agricultural problems and trends in 
these countries? 

We know of no better source for such supplementary information 
than first hand accounts from the agricultural attaches and the 
heads of the agriculture divisions of the special EGA mission to 
each of the cooperating countries.® 

The EGA story, of course, is different for each country, because 
each has its peculiar problems and its prospective solutions to those 
problems. But threads of continuity run through the reports from 
each of the countries; things which remind us that many of these 
agricultural problems are basic, not isolated nor belonging to only 
one country .There is the universal striving for increased production; 
the need for more machines and better methods; extension services 
that really reach the farmer; the necessity to restore trade, to 
balance imports by exports — ^these problems are the same for all. 

Pood imports have required most of the EGA funds allocated 
for food and agriculture in the first year of the Program’s operation. 
But reorganization plans for agriculture are basic to the long term 
plan for achieving financial independence in most countries by 
1952 when the Program is scheduled to end. In the later years of 
the program an increasing proportion of EGA funds are scheduled 
for machinery, fertilizers and other materials to boost agricultural 
production. As one reads the reports from the individual countries 
it is evident that the EGA program, in addition to its financial 
help, already has furnished the stimulus for a critical appraisal 
and drafting of long lime plans for agriculture. There is little evi- 
dence as yet of integrated planning for the agriculture of adjoining 
countries (except for the Benelux Economic Union). Perhaps that 
will come later. 

Prom England, the former citadel of free trade, we get reports 
of plans to increase home food production above the high wartime 
levels, utilizing economic incentives, government subsidies, and 
other government programs as a means of self defense in a chaotic 
economic world. Prance, with its traditional independent farmers 
and inefficient strip system of farming in many areas, is developing 
bold plans for a more efficient and larger agricultural production. 

* Many of tbese men are members of onr Association They haye generously 
€0<^perated with a special request from the editorial office by sending in brief on-the- 
spot accounts of BCA’s program and problems in the food and agriculture field. 
These reports form the basis for this article. 
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Italy, with its pressure of population, is going forward with irriga- 
tion projects, introduction of hybrid seed com, improvement of 
dry land farming and other plans both to increase the food supply 
and provide more employment on farms. 

Bizonal Germany is faced with a shift from traditional livestock 
farming to the continued production of direct food crops. The 
reduction in livestock farming can be minimized if exports can be 
expanded to provide continued imports of feed stuffs. The lack 
of an effective extension service to take the leadership in an agri- 
cultural adjustment program in Germany comes as a surprise in 
view of the years of state planning m that country. 

Denmark, Norway, Belgium and Luxembourg, with efficient 
fanning systems before the war, need help to recover from the war, 
an opportunity to sell goods in world markets, and an accelerated 
rate of mechanization to make up for the time lost during the war 
years. 

Austria suffers many of the same problems encountered in Bizonal 
Germany. Turkey presents an unusual situation in that here the 
urge for improvement in agriculture is not to reduce needed food 
imports. Long time plans for agriculture in Turkey are to build 
up an already important exporting industry. 

The country by country reports follow: 

The United Kingdom? 

What EGA is accomplishing in the food and agriculture field 
in the United Kingdom is, of course, necessarily related to what is 
happening in the whole economy. Except for a year or two here 
and there, not since 1820 has the United Kingdom produced and 
sold as much to foreign countries as she bought from them. The 
“invisible” income which always made up the difference — ^shipping, 
insurance, foreign investments and the like — ^suffered disastrously 
during the long years of the war. While the British are staging a 
comeback on many of the “invisibles,” readjusting for the major 
contribution made by foreign investments — ^frequently as much as 
£0 percent of total imports — ^is a painful process. Hence the big gap 
in Britain’s balance of payments. To help reduce imports, agri- 
culture is called upon to produce more at home. 

* Based on a report from E. N.Holmgreen and Paul Nybus, EGA Mission to the 
Umted Kingdom, London; Beport of the EGA Mission to the TJmted Kingdom, 
Dec. 31, 1948, Volumes 1 and H. 
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The program calls for raising agricultural production 50 percent 
above prewar and 15 percent above the wartime peak. By 195£ 
Britain wants to reach approximately the following targets com- 
pared to 1936-38: 


Commodity 

Percent 

Increase 

Grain 

85 

Milk.. . 

23 

Eggs 

81 

Beef and Veal. 

10 

Mutton and Lamb 

-15 

Pork 

- 8 

Overall 

50 


Overall agricultural output for 1948 is estimated at 130 percent 
of prewar. 

The expansion program will involve the cultivation of about 
six million acres in grassland and the improvement of some two 
and a haH million additional acres by drainage. Grasslands being 
converted to crop raising will have yields generally as high as the 
land presently under cultivation. 

Further progress in the mechanization of British farms plays 
an important part in the overall program. British farms are already 
more highly mechanized than the average farm in the United States, 
and the farm machinery and equipment industry at the end of 
1948 was producing at seven times its prewar rate, so the outlook is 
favorable. 

Other aspects of the food and agriculture program include a 
further 20 percent increase in the use of fertilizer — ^already double 
the prewar consumption; improved farm credit facilities; and ex- 
panded i^search and educational projects. 

Capital investment required to modernize and mechanize the 
existing plant and expand to the goals established is equivalent 
to about $1.8 billion. This is only three and one-half times the value 
of the annual return in decreased imports, so the program will pay 
for itself quickly in terms of foreign exchange savings. 

What is ECA’s contribution to this program? It is, first, financing 
about 13 percent of British food and agricultural imports — ^that 
part of the imports which must come from dollar areas and which 
IS beyond the dollar resources of the United Kingdom without 
assistance. This enables the United Eongdom to a 

monotonous diet about two percent lower in calorie content than 
prewar. Cereals and dairy products are the major food imports 
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financed by ECA funds. Pood alone comprised approximately 
46 percent of ECA imports into the United Kingdom from April 3 
to October 15, 1948, and is estimated at 33 percent of the total 
in 1948-49. 

A second important specific contribution of ECA to the food 
and agriculture program is its financing of certain types of agri- 
cultural machinery and spare parts from dollar sources. This 
machinery is of a kind and type not made in Britain. Except for 
extra heavy tractors and a few other items, the British are rapidly 
increasing production of the machinery needed to supply their own 
requirements. 

Some of the longer run questions and problems are: Is Britain 
turning her back on her old policy of being an industrial nation and 
buying foods in the cheapest world market? Is Britain overlooking 
the whole principle of comparative advantage? The answer to 
both questions is a weak and modified ‘"yes.** In the language of 
the report, “Unfortunately at the moment, food is not purchased 
with ‘principles’ of any kind; it takes dollars, pesos, francs, lire, 
kroner and the like. The recent war, world politics, current world 
economics and exchange difficulties have thrown our old friend 
‘comparative advantage’ off balance. What to do now was a question 
that needed not only an answer but action as well. The British 
have answered by producing more because they couldn’t at the 
moment buy more. They have also come up with a long time plan 
of producing still more. The plan is not rigid and, no doubt, will 
be subject to continual change.”^ 

Eew economists have found fault with the plan to increase the 
fiuid milk, fresh eggs, potatoes, or even the 10 percent more beef, 
based on better pasture use. A good many, however, do raise ques- 
tions about the extra four and one-half million tons of grain called 
for by the targets; a few also wonder how high incentives will have 
to go to gain the various production goals, and how much these 
floor prices and subsidies will cost if world food prices drop sharply. 

France^ 

Before the war 85 percent of the food supplies of France was 
produced on French farms, and 70 percent of the imports came 
from overseas territories, mostly as fats, fruits, vegetables and feeds. 

* E N Holmgreen, op. eii, 

5 Based on a report from K. J.Nidiolson, Chief, Food and Agriculture Division, 
ECA Special Mission to France; and E. C. Desmond, Acting Agriculture Attache, 
American Embassy, Paris, Marc^, 1949. 
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These supplies, together with wines and other alcoholic beverages, 
gave the French people an average caloric intake which was one of 
the highest in the world. 

The war and a series of years of bad weather placed Prance’s 
agriculture in a critical condition. Fertilizer was reduced, machinery 
was worn out from use or idle for lack of parts, horses decreased 
in numbers, fuel was not available for the few thousand operating 
tractors, and manpower was reduced. The drought of 1945, and 
the hard winter of 1947 followed by a summer drought, resulting 
in two of the worst crop years in a century, left France with a 200 
gram bread ration and a total average consumption of only 2400 
calories in 1947-48. Pood was truly the major concern of everybody, 
furnishing part of the basis for continued black markets, inflation, 
political disturbances, and a heavy drain on national resources to 
keep the food situation in hand, even with very large imports from 
abroad. 

During the first quarter of 1949, as a result of a very favorable 
crop in 1948, and continued help from abroad in the form of EGA 
aid, France appears to be slowly but constantly making progress on 
the road to recovery. However, the balance is still so sensitive that 
another poor crop or other economic setbacks could have very dire 
consequences. 

Crop production in 1948 was 93 percent of prewar in relation to 
80 percent in 1947, by far the largest part of the change being due 
to vastly improved weather. All types of livestock and poultry 
production are increasing materially. Individual rationing of 
bread has been dropped, prices of many agricultural commodities 
are easing, and black marketeering of food is disappearing. Signifi- 
cant surpluses of vegetables and potatoes have appeared. Major 
foods in short supply are milk, fats and meat, the first two still 
being rationed, but important improvement for all three is expected 
if feed grain imports are continued and another favorable crop year 
follows 1948. 

EGA aid has had a large part in easing the food situation since 
it began operations. In the first few months this came in the form 
of bread grains to lift the bread ration from the low point it had 
reached in the early spring of 1948. Purchases of processed milk 
financed by EGA were intended to enable the French to meet the 
milk ration for children in the winter period of low production. 
Imports of vegetable oil-bearing materials and oils, that have 
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always been essential to the Erench economy were made possible 
by EGA. In the future, however, the means of increasing home food 
production will receive more emphasis than direct foods in the EGA 
program. 

The EGA program in France operates within the framework of a 
four-year program and of yearly programs developed by the French 
Government as a member of OEEG (Organization for European 
Economic Gooperation). Present French plans call for increases of 
agricultural production by 25 percent above the rate of production 
in the second half of 1948. The increase is to be accomplished in 
part by an extension of the area in key crops, but largely by a 
sharp improvement in yields and a more intensive utilization of 
land resources. In particular, the yield of wheat is to be increased 
from a prewar average of 15 quintals per hectare to 20 quintals per 
hectare in 1952, and thousands of hectares now in pastures or natu- 
ral meadows are to be converted to annual forage crops because of 
their higher yields. Total forage units available for feed, other than 
from straw, are to be increased by one-sixth. 

In addition to a doubling of use of fertilizer, the program as- 
sumes that lime application by 1952-53 will have reached a rate 
five times that of 1938-39. Also, there is to be a rapid increase in 
supplies of tractors, other farm machinery and maintenance parts. 
A major program is planned to speed consolidation of small land 
parcels affecting two million of die 3.6 million hectares needing 
consolidation. A plan is also projected to regroup crops grown on the 
parcels not consolidated. 

Further, the French program calls for the use of the principle 
of price guarantees to farmers as an inducement to necessary 
investment, and to the adoption of the improved techniques. In 
addition to investment by farmers from their own capital, large 
extensions of credit are to be made by the Government, and business 
firms serving agriculture are expected to invest heavily in the pro- 
duction and distribution facilities necessary. 

The attainment of these goals would do much to solve France’s 
problems. However, it is by no means certain that these goals can 
be attained within the period of EGA aid. In spite of the very 
favorable crop yields in 1948, first year performance is below the 
goals, and there are no indications yet that 1 949 goals will be reached. 
Many of the parts of the program necessary to accomplish the goals 
are still in the planning stage, yet to be implemented. 
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The French have no adequate counterpart to the American action 
agencies administering programs to adjust individual farm pro- 
duction, to improve the facilities of production, or to supply farmers 
■with the means of increased production and to demonstrate their 
best use. There are no county, community or indmdual farm goals, 
no county farm committees, no AGP payments, no government 
distnbution of fertilizer, no Farm and Home Hour, and no soil 
conservation districts in Prance. Lacking personnel and funds. 
Departmental agricultural services are generally forced to limit 
their extension acti'vities to a few demonstration plots and to 
speeches to farm groups. The major tool employed by the Govern- 
ment to adjust farm production in line with long-time needs is the 
guarantee of attractive prices for key crops, such as wheat, oil 
seeds, and sugar beets, Beyond this price support policy, govern- 
mental extension of credit, governmental encouragement of con- 
solidation of parcels, and a few government subsidies for imported 
materials such as oil cake, custom largely determines what French 
farmers produce and the methods they employ. 

For the economy as a whole, many major problems exist. France’s 
most critical shortage is power. This results in a continued reliance 
upon manual labor and antiquated methods by American stand- 
ards. This situation grows out of a long period of fear for their 
security as a nation and individual lack of confidence in the franc. 
Net investment was negative for many years. In agriculture it was 
retarded by lack of purchasing power prewar and a lack of materials 
in recent years. Those with francs want hard currencies or com- 
modities which can be held or converted to cash easily as the 
changing value of the franc dictates. 

As of March 1, 1949, prices were about 20 times prewar, •with 
agricultural prices turning downward, while industrial prices show 
some indication of levelling off in face of increasing economic 
activity. Trade balances continue unfavorable, metropolitan ex- 
ports to foreign countries being only 46 percent of imports from 
those countries in 1948. From this latter situation is created the 
principal question confronting all French planners, namely, how 
to earn more foreign exchange, particularly dollars, and how to 
obtain what is needed from abroad without ha'ving to pay for such 
imports in dollars. France, like the United Kingdom, is embarking 
on a major program of expanding home food production because 
she cannot sell enough abroad to take care of her food needs. 
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Ital^ 

The EGA program in Italy also has as its first objective increased 
production. This is to be accomplished by improving the unit 
yields and extending the productive cropping areas by reclamation, 
irrigation and land improvements; by shifts in land use to a more 
intensive agriculture and a higher utilization of the land and labor 
resources of the country; and by modernization of Italy’s agriculture 
commensurate with her practical, physical and economic limitations. 
In addition the program is striving to raise the standard of rural 
living by providing roads, schools, utilities and houses in large areas 
woefully lacking in these facilities; and to broaden the base of land 
ownership to attain in a measure at least an improvement in the 
social problems which weigh so heavily on Italy. 

Positive action on many fronts is directed toward fulfillment of 
these objectives, and the EGA program is used to accelerate the 
long-time trends. There will be a gradual shifting away from the 
over-emphasis on grain to a more intensive agriculture. Gattle will 
be gradually increased; the production of dairy products stepped up 
by herd improvement. Of particular interest is the good start 
which has been made in artificial insemination with 10 percent of 
the dairy cows already bred by this method. Vegetables and fruits 
will certainly be increased. 

An extensive irrigation and reclamation program has been imple- 
mented under which three and a half million acres will be reclaimed 
and improved — ^and irrigation provided for 1,300,000 acres. Work 
is ready to start on many projects which will bring improvements 
in production as early as 1949. Work will be provided for 150,000 
men for the next year. Production in dry farming areas will even- 
tually be increased by 30 percent and on land where irrigation is 
provided, by 200 percent. 

The implications of such a program are far-reaching. It means 
a great transformation of large areas now undeveloped. The gains 
will be not only economic but social. It will result in agriculture 
absorbing more people, important because over-population is a 
major problem. It is estimated that after the improvements are 
made there will be an average increase in employment from 40 work 

® Based on reports from Harry McClelland, Cluef of Pood and Agriculture Divi- 
sion, EGA Special Mission to Italy, Rome, Pebniary, 1949; and Howard R Cottana, 
First Secretary of Embassy, and Robert A. Brand, American Embassy, Rome, 
February, 1949. 
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days per year per hectare in the dry farming areas, up to 200 work 
days per year per hectare on irrigated land. 

Much of this work will be done in the south of Italy, in Sardinia 
and Sicily where the need is great. The EGA Mission has already 
examined in the field, prepared reports and submitted recommenda- 
tions on twenty such districts. Plans are ready and work should 
start at once. The examination on the ground has been made in 
great detail by the Chief of the Division and by the Reclamation 
and Irrigation Specialist, Every canal, dam, road or flood control 
project has been passed upon — out of this has come a fine cooper- 
ation with the Italian government. 

Another interesting development is the introduction in Italy for 
the first time of hybrid com. Two thousand tons embracing 16 
varieties of American hybrid, tested and found suitable for Italy, 
will be planted (last year 40 tons were used). The results obtained 
have been spectacular, with yield increase up to 86 percent over 
local varieties, with an over-all average well above 50 percent. 
For 1949 this should bring about an increase of 150,000 tons in 
com production. 

This represents the initial stage of a long range development 
which may culminate in Italy producing the hybrid seed corn for 
all of Europe. All of this is being done with direct assistance of 
EGA finances. When it is realized that over three million acres in 
Italy are planted to corn each year, the possibility of extending 
production of hybrid corn opens up new possibilities for livestock 
eiqiansion and increased supplies for manufacturing. 

Other experimental work along practical lines has been, imple- 
mented fay EGA. A top flight agronomist will study in the field 
the best way to adapt new crops to the great areas to be improved. 
Helicopters purchased with EGA dollars will be used to fight the 
dacus fly which does millions of dollars damage to the olive crop. 
EGA assistance is being given to rebuild a more vigorous extension 
service upon which will rest the sustained progress of Italian 
agriculture. Schools of instruction to farmers will bring to them 
for the first time some fundamental principles of new and modern 
husbandry and open up to them vistas of the new agriculture, 
A fund is provided to assist and help the individual make necessary 
improvements on his own farm; the small farmer will be helped to 
become an owner under current government plans. 



EGA m Action 


S%7 


EGA assistance given Italy in the form of large imports of 
foodstuffs, and increased domestic production has resulted in 
marked improvement in the food situation. Gontrols on all foods 
except a portion of cereals have been eliminated; that is, consumers 
are assured rations of 200 grams of bread and 100 grams of pasta 
per persons per day. Additional bread and pasta are available on 
the free market at prices only slightly higher than those of com- 
parable rationed products. Foreseeable imports of breadgrains 
from the U.S., Argentina, and Iron-Gurtain countries are sufficient 
to meet Italian consumption requirements until the new harvest. 

One of the most important current problems of food distribution 
is the inadequacy of domestically produced fats and oils due to 
the very poor 1948-49 olive crop. The government has taken steps 
to solve this problem by contracting for 47,000 tons of edible fats 
and oils during the first half of 1949, in order to avoid the danger of 
price increases, particularly of olive oil. 

The report from Italy closes with a thought common to most 
of the reports, ‘‘American agricultural economists may be interested 
to note that it is becoming increasingly evident that in the years to 
come Italy, and as a matter of fact all European countries, are 
going to buy where they can sell. That is axiomatic — ^and if the 
United States is to maintain its trade in agricultural commodities 
in a highly competitive market, it must revamp its trade policies 
to permit Italian goods freer movement. Otherwise Italy will look 
to the Argentine and to the East for her wheat and fats and oils 
and to other areas where Italian products are purchased.” 

Bizonal Germany^ 

The greatest problem facing Western German agriculture today 
is that of increasing production to provide for a refugee-expanded 
population 20 percent larger than prewar; and to offset as far as 
possible the loss of the highly productive areas east of the Oder- 
Neisse Line. This means a greater intensification of production, 
a shift to direct food crops with higher calorie yields per hectare, 
increased imports of fodder, and a limited production of livestock 
and livestock products for domestic consumption. It seems unlikely 
that the high prewar rate of consumption of meat, fat, and other 

’ Based on a report from Paul Quintus, Bipartite Control Office; Pood, Agriculture 
and Forestry Group, Frankfurt, Germany, March, 1949. 
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animal products will be acbieved in the foreseeable future. On the 
contrary, the German diet will probably consist largely of cereal and 
vegetable products for an extended period. 

Thus the agricultural policy aims not only at increasing pro- 
duction but developing a much more intensive type of farming 
and better crop rotation. The root crop area should be expanded 
considerably, and the area under pulses and oil crops is to be 
expanded, both as a means of soil improvement and to provide 
edible fat and oil cake for the cattle. These adjustments must be 
made at the expense of fodder grain and grasslands, however; a 
course of action squarely opposed by the farmers* strong deterDuj- 
nation to hold to the traditional fanning pattern of livestock farn^N 
ing. It will be exceedingly difficult to keep livestock numbers in 
balance with available fodder supplies. So long as adequate fodder 
is imported the results need not be unfavorable. But if fodder 
imports are too small, home grown grains needed for direct human 
consumption will be fed to livestock and poultry. This is the reason 
every eflPort is being made to increase the availability of fodder 
grain and protein concentrates with EGA funds and through trade 
agreements. 

EGA contributions to the bread grain program and direct fodder 
imports have greatly improved domestic butter production and 
have permitted an expanded hog raising program. In the first 
instance, better bread grain supplies have made it possible to 
lower the extraction rate for flour with increased milling residue for 
dairy cattle. This residue, oil cake from imported seeds, and im- 
ported feed concentrates coupled with a heavy crop of indigenous 
fodder during 1948 resulted in a sharp recovery in milk production 
this past winter. The combination of larger fat imports with EGA 
funds and stimulated domestic fat production have permitted an 
increase in the monthly fat ration for the normal consumer from 
1£5 grams in March, 1948 to 750 grams in March, 1949. 

A correlated problem facing agricultural planners in Western 
Germany is lack of the technically well-trained farm population 
necessary to maximize production. At present there are only six 
agricultural colleges in the Bizonal area, which has an estimated 
five million farm population. In June, 1948, these colleges had a 
combined enrollment of £,700 student which was considered excep- 
tionally large. The German agricultural education system is espe- 
cially deficient in facilities for bringing the results of agricultural 
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research to fanners. A tentative request for 30 million dollars of 
EGA funds has been made as the minimq m amount necessary for 
bringing about the desired improvement and expansion of agri- 
cultural teaching, extension and research facilities. 

While most food and agriculture controls are still in effect in 
Western Germany a transitional period of relaxation and elimi- 
nation of such controls is giving rise to new problems. A particularly 
serious problem which agricultural economists may be interested 
in watching is that of adjusting domestic agricultural prices to 
world price levels. For the fiscal year 1948-49, for example, it is 
estimated that wheat imported into Western Germany will cost 
$109 or 363 DM per metric ton as compared with a domestic 
wheat price of approximately 250 DM per metric ton, Gomparable 
prices for coarse grain are 283 DM per metric ton for imports and 
190 DM for domestically produced coarse grain. In the case of 
sugar the situation is reversed, with imported sugar 370 DM per 
metric ton as compared with a fixed price of approximately 475 
DM for domestically produced sugar, A decision will have to be 
made as to whether the prices of these and other commodities are to 
be permitted to rise or fall to world price levels, or whether they are 
to be controlled independently of world prices by means of subsidies, 
import duties, equalization schemes and other devices. 

Although the direct expenditure of EGA funds in Bizonal Ger- 
many has been relatively small, this cannot be taken as a true 
measure of the role which EGA funds are playing in the recovery of 
Western Germany. It is largely due to the existence of these funds 
that the eiqport trade of the Bizonal Area is able to finance urgently 
needed food imports. 

Much of the gain from EGA activities is intangible and even 
psychological. In any case the export trade is rapidly climbing to a 
level which will enable Germany to finance to an ever increasing 
degree the food imports needed to maintain and improve a scale 
of nutrition which a year ago seemed out of reach. 

Denmark^ 

In contrast with most other European countries, no major 
changes are contemplated in the pattern of Danish agricultural 
production in the long-term program. By and large the agricultural 

a Based on a report from George L. Peterson, Agricultural Officer, EGA Spedal 
Mission to Denmark, Copenhagen, February, 1949 . 
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goal is to restore prewar production. The combined tonnage of 
milk, beef and veal, pork and bacon, eggs and poultry meat pro- 
jected in the long-term program is approximately seven percent 
greater than prewar production. 

Before the war, Denmark exported 83 percent of its butter, 66 
percent of its bacon and 70 percent of its eggs. In order to export 
the largest possible volume, domestic consumption of butter, 
margarine and pork is held down by tight rationing. From a food 
standpoint, the Danes enjoyed a much higher standard of living 
during the war than now, because they could not export to England 
and they delivered as little as possible to Germany. 

The end objective of Danish agriculture is to produce butter, 
bacon and eggs; all other agricultural production is of secondary 
importance or an intermediate step. To produce the maximum 
amount of butter, bacon and eggs, Denmark has always imported 
a large amount of feeds, mostly from dollar areas. Because these 
imports were not available during the war, cow numbers fell to 
85 percent, pigs to 38 percent, and chickens to 38 percent of the 
prewar average. 

In 1948 milk production was back to approximately 77 percent 
of prewar; butter production 66 percent of prewar, bacon and pork 
production 52 percent and eggs 79 percent of the prewar output. It 
is too early to measure the effects of imports of feed stuffs on the 
output of livestock products, but the number of cows at the end 
of 1948 was 63,000 above the same date in 1947, and pig numbers 
were roughly 500,000 more on December 31, 1948 than on July 1, 
1948. A good 1948 harvest and the import of oil meals and oil seeds 
with EGA assistance account for increases in production. 

In connection with imports of oil meals, however, a distinct 
effort is being made to reduce the amount of oil cake used in relation 
to prewar use. The use of coarse grains and silage from root tops is 
to be increased The change is an effort to decrease the need for 
dollars for oil seeds and oil meal imports. 

EGA assistance is particularly helpful in purchasing tractors and 
tractor machinery. Denmark is today in about the same stage of 
mechanization as the Umted States in the early 1930’s. There are 
altogether too many horses for economical production. Before 
the war there were about 4,000 tractors; there are now between 
8,000 and 10,000. As a result of imports of farm machinery the 
number of farm machinery stations — most of them private farmers 
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— who do custom work for the small farmers, almost doubled 
in 1948. There were 425 such stations at the last count. About 
1,700 tractors from the U.S. will come in under the 1948-49 program 
and about 2,500 in the 1949-50 program. 

A trend in Demnark’s agricultural policy of particular interest 
to agricultural economists is the political pressure to increase the 
number of small farms (under 25 acres) at the expense of the larger 
farms. At present, Danish farms average 38 acres, the largest in 
Europe with the exception of England. As a result of legislation in 
1899 and 1919 providing government assistance for the establish- 
ment of small holdings, the average size of Danish farms went down 
about 3| acres. At present, consolidation of two* or more farms into 
a larger unit is prevented by law, 

Another matter of particular interest is the dairy industry. There 
are in Denmark (10,600 square miles in area) approximately 1,600 
dairy plants, of which somewhat more than 1,300 are cooperative. 
Most of the milk is delivered by horse and wagon. The management 
is aware that costs of production can be reduced by truck delivery 
to larger plants It is intended over a period of years to reduce the 
number of creameries to somewhere between 300 and 400. 

Restoration of trade is particularly important to Denmark. 
The United Kingdom is still the most important market for Danish 
butter, bacon and eggs, but substantial amounts have also been 
sold to Sweden, Russia, Belgium and Finland, and even 5,000 
tons of butter to Canada. Prewar, 24 percent of Denmark’s agri- 
culture exports went to Germany, and restoration of that trade, 
particularly with the Bizonal area, is aimed at. Denmark would 
also like to export butter (primarily) cheese and pork products to 
the United States. Denmark must obtain dollars to purchase feed 
supplies (oil seeds or meal and coarse grains) which are available 
almost exclusively in the dollar areas. Unless she can export to the 
U.S. or the United Kingdom can provide convertibility, economic 
solvency by 1952 cannot be foreseen. 

Belgium and Luxembourg^ 

Belgium and Luxembourg are returning to their prewar pattern 
of intensive farming, and this course is undoubtedly in line with 
long-time needs. EGA is making it possible to import sufficient 

^ Based on a report from Jerome T. Gaspard, Agricultural Attache, Amencan 
Embassy, Brussels* February, 1949, 
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foodstuffs for Belgium and Luxembourg to maintain their food 
consumption close to prewar levels. It has also made possible some 
very limited imports of agricultural machinery, and it is hoped 
that EGA will finance substantial imports of feedstuffs to make 
possible a restoration of prewar levels of production of livestock, 
dairy and poultry products. 

In addition to continued good weather, the chief requirement of 
Belgian agriculture is the importation of sufficient supplies of feed 
grains. With the world grain shortage, world grain exports have 
been used almost wholly for human consumption, and Belgium has 
not found it possible to import normal feed supplies. As a result 
of the large 1948 corn crop in the U.S., the resumption of normal 
feed imports should soon be possible. 

The most important problem facing Belgian and Luxembourg 
agriculture is that of making the necessary adjustments to meet the 
Dutch competition which will be felt under the Benelux Economic 
Union. Under the agreement of May 9, 1947, the three participating 
countries agreed that each country could limit its imports of agri- 
cultural products from its partners if the prices of such imports 
were below certain minima established by the respective countries. 
This agreement was spedfically designed to prevent Dutch dump- 
ing of agricultural products in Belgium and Luxembourg. The 
Dutch costs of production are lower than those of Belgium and 
Luxembourg, and these two countries will be forced to take every 
possible measure to lower costs. 

In this connection, there is no doubt that it would be desirable 
for Belgium to mechanize much more than it has to date, but 
several factors are operating to retard mechanization. There is 
currently considerable unemployment in Belgium and there is 
therefore no shortage of farm labor to create pressure for mecha- 
nization. In addition there is a tax on tractors, and a very high 
tax on gasoline. This high tax makes it economical for Belgian 
farmers to keep horses and oxen, which often eat up half the produce 
of small Belgian farms. According to the May 15, 1948 census, 
Belgium had only one tractor for every 100 farms. 

The Belgian dairy industry requires considerable improvement 
at all stages: on the farm, in the processing plant, and in the 
distribution sector. 

Although the Boerenbond (Farmers’ Ijeague) has a highly de- 
veloped extension service for its members, the extension service 
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of the Ministry of Agriculture is quite inadequate, and tliere is 
no effective means of passing on information from the agricultural 
colleges to the individual fanners. This is of particular importance 
in view of the Benelux Economic Union, and the highly effective 
Dutch extension service. 

Despite the generally favorable economic situation there are 
disturbing factors: unemployment has risen to about 250,000 and 
prices are high, about four times the prewar level. It appears that 
1949 will be for Bel^um and Luxembourg a year of readjustment. 

Norwai/^^ 

Long-term agricultural plans in Norway worked out in con- 
nection with the EGA provide for increased elEciency in Norwegian 
agriculture. The program emphasizes crops best suited to the soils 
and climate, for instance the production of feed crops for the expan- 
sion of the dairy and sheep enterprises. It also stresses more pro- 
nounced grassland farming, with greater production of pasture and 
hay, and conservation m the form of grass silage, all to expand the 
production of animal products without too great imports of feed 
stuffs and concentrates. 

Economic assistance to Norway by EGA has been of benefit 
to her agricultural program indirectly by financing raw materials 
and machinery imports required for reconstruction. This contrib- 
uted to maintenance of full employment, which meant that the 
strong home market for farm products has been maintained. This 
maintenance of the home market may not be of greatest impor- 
tance at present when the production of Norwegian farm products, 
mainly livestock products, is too small to satisfy the demand, but 
as production increases the maintenance of the home market 
becomes very important indeed. 

As related to agriculture more specifically, Norway normally 
imports 80 percent of its bread grains, all of which have been fi- 
nanced by EGA since the beginning of the program. EGA has made 
it possible to import some concentrate feeds, even though the level 
of imports are still too low for full utilization of the productive 
capacity of Norwegian livestock. 

There is a scarcity of agricultural labor, and the greatly increased 
cost of that labor creates an unprecedented^demand for farm 

1® Baaed on a report from Einar Jensen, Agricultural Attache, American Em- 
bassy, Norway, March, 1949 
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machinery. There is, for example, a considerable demand for 
tractors — and no production of tractors in Norway. Were it not for 
the EGA assistance, only British tractors, not heavy enough for 
many Norwegian conditions, could be imported. Thus, EGA has 
speeded up mechanization and helped to provide machinery better 
suited for Norwegian conditions. 

Also as a result of the EGA program, many more agricultural 
scientists from Norway are going to the United States for study. 
After the isolation from other countries suffered during the war 
years, there is a great need for such study abroad, with all the 
stimulation of ideas and work it involves. 

Amtria}^ 

Austria, like Western Germany, has problems complicated by 
occupation Austria is occupied by four powers, and food and 
agricultural supplies were furnished by the four occupation powers, 
by UNRRA, by Congressional aid and by interim aid, before the 
start of the EGA program. The big difference that can be noticed 
under the EGA program is the emphasis upon the rehabilitation 
phases of the food and agriculture policy, as compared to the domi- 
nance of relief assistance under the previous programs. 

Livestock enterprises, especially the heavy grain-consuming 
hogs and poultry, suffered great decreases during and following the 
war because of complete lack of imports of feed stuffs and continued 
droughts. Under the EGA program feed supplies are being imported 
into Austria to supplement the increased production of 1948, so that 
livestock may be increased. 

Long-time objectives for Austrian agriculture emphasize live- 
stock — especially dairy cattle, which can effectively utilize the 
areas primarily adapted to grass production. The rough terrain 
and heavy rainfall makes many of the areas especially adapted to 
grass production. 

Heavy applications of fertilizer are badly needed for both grass 
and crop areas. Phosphate and potash fertilizers are being imported 
under the EGA program in as large quantities as the farmers are 
able to buy. Likewise, supplies of seeds and other items necessary 
for increased production are being imported m quantities. 

One of the big problems in carrying out the expanded agricultural 

Based on a report by W S. Middangh, Food and Agricultural Office, EGA 
Special Mission to Austria, and coordinated with Agricultural Attache. 
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program in Austria is price relationsliips. Great emphasis has been 
placed on price stability, and price-wage agreements between labor 
and the other elements of the economy have been reached only 
after protracted discussions, with agreement coming at about 
harvest time, rather than before planting time, which would be 
desirable to stimulate increased production. This lack of forward- 
looking price and the general philosophy that the agricultural sector 
of the economy fared well during the war and should now make 
sacrifices in order to maintain price stability, has meant that the 
agricultural production program has not had the desired impetus, 
and has not gone ahead as fast as would have been possible under 
more favorable circumstances. 

Turlcey^^ 

Turkey’s problem is also one of increasing production, not for 
home consumption, however, but for export. Turkey is at present 
self-sufficient in agriculture commodities and they have in the past 
made up approximately 90 percent of her exports. 

The long-time agricultural program calls for increase in pro- 
duction of cereal crops, cotton, oil seeds, pulses, livestock and live- 
stock products, and others. However, little or no consideration has 
been given to the development of the program from a standpoint 
of land use or over-all planning. It has been developed mainly 
commodity-by-commodity and there is need for a well-balanced 
agricultural mission from other countries to review the plan before 
it is finally adopted. 

Turkey has only slightly over 6,000 farms that are 125 acres or 
more in size (with the exception of 13 large state-operated farms). 
In spite of this, 85 percent of the population is engaged in agri- 
culture. Most of the farms are very small and crops are raised with 
nothing but hand tools. Very crude plows, many made of wood, 
and little or no equipment, insecticides, fungicides, are used on 
Turkish farms. Anything that can be obtained under the EGA pro- 
gram that will make it possible to improve tillage, plant corps at 
the proper time, prevent disease and destroy insects, and harvest 
and store crops properly, will materially increase total production 
and augment exports. 

The EGA program, if carried out as planned, should increase 

“ Based on a report from Charles B. Enlow, AgriculturaJ Attache, American Em- 
bassy, Ankara, February, 1949 
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production tremendously, particularly in an undeveloped area of 
virgin wheat land of several million acres. Tractors and farm 
machinery are being obtained under EGA to develop this area. 
There are dow 13 state-operated farms of approximately 700,000 
acres in this area that have been in operation from three to four 
years. These farms have proved conclusively that the production 
of wheat and other crops by dry land farming is not only possible 
but practical. One of these farms, about 70 miles from Ankara, in 
a 17-inch rainfall belt, had ^6,000 acres of wheat last year that 
produced 35 bushels per acre. 

There is also a large acreage in Turkey suitable for gravity ir- 
rigation, and other extensive areas that show possibilities for pump 
irrigation. Turkey is a country of winter rainfall and any irrigation 
that can be carried out increases production tremendously. Under 
the EGA program, Turkey hopes to acquire well-drilling equipment, 
irrigation pumps, assistance in constructing dams, and technical 
assistance. 

The problems in Turkey of primary interest to agricultural 
economists are principally the possibilities of increased trade. 
Turkey has many products including strategic minerals that are 
in demand in the United States, and production can be greatly 
increased. As far as agricultural products are concerned, the main 
problem is for the Turks to improve the quality of the products and 
establish a name for their goods. If these things can be done, it will 
be possible for '^key to increase her exports to the United States 
and narrow the gap between her imports and exports. 
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RELATION OP METHOD OF ACQUIRING FARM TO 
PRODUCTION FACTORS IN COTTON FARMING 

S INCE the war increasing attention has been given to the 
problem of maintaining the continuity of farm operation be- 
tween generations. It is an issue that has vexed land economists 
in this country for some decades because farm tenancy and scale 
of operations are involved. The thought has been that if farms can 
be passed on to the next generation systematically, the benefiting 
son or son-in-law would be attracted to farming as an economic 
opportunity at a comparatively early age. This would tend to 
reduce absentee landlordism and therefore tenancy. From the 
standpoint of economy of operation, farms passed on intact avoid 
parcellation and a size, layout and location generally uneconomic 
to operate. Furthermore if the farm passes to the next generation 
anti-mortem, considerable decline in productivity of the farm may 
be avoided. 

Although there are many variations, the central theme of these 
experiment station bulletins and extension circulars has been the 
advocacy of a father-son arrangement by which the two would 
operate the farm jointly until the death or retirement of the elder 
man, when the farm would pass by inheritance according to 
previous agreement wholly or in part to the younger man. These 
are well meaning intentions but certain relationships which have 
turned up in a recent study^ suggest that, if the same findings 
hold true for other segments of the agricultural economy, such an 
arrangement may mean less to agriculture than generally believed. 

The farms in the study referred to were obtained by conventional 
sampling methods from 9 counties® in the Upper Piedmont of 
South Carolina and Georgia. In all 988 farms were obtained in this 
region® but only 624 farms had a production history of sufficient 


^ The^ study referred to, still m process of analysis, is a cooperative study of 
cotton yield variability between the University of Virginia and the Bureau of Agri- 
cultural Economics, Division of Agricultural Emance, Ralph R Botts and E Lloyd 
Barber, collaborators Acknowledgment is made to the General Education Bos^ 
for a grant in support of the project 

* GreenviDe and Pickens counties. South Carolina, Carroll, Clarke, Cobb, Doug- 
las, Haralson, Jackson, and Madison counties, Georga. 

3 A second sample of about 750 farms was obtained from West Texas but the data 
are not yet m a sufficiently advanced stage of analysis to make a similar study of 
inheritance as here described. 
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Tabub 1. CoMPABisoN OP Specipied Opekatob Chaeactbbistics, Producjtion 
Fagtobs, and Yield and Yield Vabiabilitt Data Accobding 
TO Method op Acquieing Farm 

(Based on 376 white owner-operators, males, from the Upper Piedmont) 


Farms reporting 3 or 
more years of yields. 


1988-46 


Items 


Nnmher of farms 

Average acres of cotton harvested 

Operator’s characteristics: 

1. Years of schoohng 
, 2 Age m 1946 

$ Experience growing cotton on 1946 farm 
4 Percentage of operators engaging in off-farm work in 
1946 

Farm practices for period (8 or more years between 1938 and 
1946)- 

1. Average fertilizer applied (m 100 lbs ) 

2 Ratio of legume acreage harvested to cotton acreage 
3. Percent of cropland m cotton 
Percentage of farms m 1946 m severe erosion elass^ 
Percentage of operators reportmg: 

1. Farms operated with cropper labor primarily 
S. Seed cleaned and/or treat^ regularly prior to planting 
Farms reporting 3 or more years of yields, 1938-46 

1, Average yield 

2. Average coeflBicient of vanation 

Farms reportmg 8 or 9 years of sdelds, 1938-46, 

1. Number of farms 

2. Average yield 

3. Average coefficient of variation 

4. Trend in yield, lbs. yearly 


Acquired Acquired 
by in- by pur- 
hentance® chase 


59 317 

16.6 16.3 

8.3 7.6 

53 55 

24 18 

S3 27 


4 9 5.2 

0 88 0 84 

26 26 

30 22 

36 27 

54 65 

304 332 

27 27 

32 167 

313 351 

27 25 

8 6 6 3 


® Farms were considered as inherited if over 50 percent of the existmg 1946 farm 
was so acquired. 

^ Based on judgment of enumerator, who was generally an employee of the 
county AAA office. 


duration to give 3 or more years of yields. Comparative data ac- 
cording to two methods of acquiring farms for a homogeneous 
class of owner-operators are given in Table 1. 

The data show that the operators of purchased farms, 317 in 
all, obtained 28 pounds more of lint cotton per acre for an average 
of 3 or more years during 1938-46 than those operators (59) who 
inherited their farms; there was no significant difference in vari- 
ability of yield for the period. Increasing the number of years 
included in the yield average improved further the margin in 
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favor of tte operators of purchased farms. Among the farmers in 
this group who purchased the farm which they were operating in 
1946, 157 reported 8 or 9 years of yields in the 9-year period from 
1938 to 1946. There were 32 comparable farms which had been 
inherited by their operators. As shown in the table the operators 
of purchased farms averaged 38 pounds or 12 percent more of lint 
cotton per acre during this longer period than did the operators of 
inherited farms, and had 7 percent less yield risk as measured by 
the Coefficient of Variation. Furthermore, the former were improv- 
ing their yields at a more rapid pace than the latter, the yearly 
upward trend averaging 6.3 pounds as compared to 3.6 pounds of 
lint per acre. 

Further examination of the data shows wherein the operators of 
purchased farms were superior and inferior to those of inherited 
farms. It is apparent they are not greatly superior in the production 
factors, certainly not sufficiently so to explain the yield differentials. 
Although a higher percentage of the inheritors occupy more severely 
eroded farms the differences are not great otherwise. The pur- 
chasers used 30 pounds of fertilizer more per acre and had a some- 
what better record as regards treating and cleaning of planting 
seed but again these factors, and even taking into account the 
somewhat less erosion, probably are not sufficient to account for 
the higher average yield of those farmers who purchased, especially 
when the favorable factors of more education and younger average 
age of the inheritors are taken into account. Some of the difference 
must be due to entrepreneurial ability and conditions under which 
the two classes of farms are operated. 

The conditions under which farms are acquired by inheritance 
may be, for analytical purposes, divided into two major categories 
— those left in the natural course of events to the non-resident 
child, and those farms left as consideration for the child’s having 
remained on the farm. 

Farms may pass by inheritance to city relatives or to farmers of 
the same type who live in the community or on an adjoining farm. 
In the former case the inherited farm would as a rule be operated 
as a tenant farm, and the effects on yields and yield risk would be 
those of typical tenant-operated farms with uncertain tenure On 
the other hand, if the heir resides in the community, or on an 
adjoining farm, he would have the familiarity and interest in 
farming as a profession to capitalize on his good fortune. Such 
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faxms would be expected to show up more favorably in yield and 
yield risk than other classes of farms. 

Where the farm is bequeathed as a reward for the child’s remain- 
ing on the farm, although the factor of interest can be reasonably 
assumed, the operator is more probably of lower inherent entre- 
preneurial ability and less maturely developed in the little he has 
than the typical owner-operator who purchased his farm with money 
saved or raised through some financial institution. While the 
purchased farm reflects the owner-operator’s likes and judgment 
in its selection, the inherited farm shows neither. Obviously, 
those who inherit farms through this sequence of events would be 
expected to be less bold and energetic than their brothers who 
acquired land by other means, or left the business of farming 
altogether to find city employment. Furthermore, their entre- 
preneurial development would be hindered by the domination of the 
older generation, which would often prevent them from reflecting 
the alertness and progressiveness of their age in farm operation. 
On these farms this means that by the time the father passes out 
of the picture, the younger man often will have passed his physical 
prime and have become set m the ways and methods of a generation 
once removed. 

Among the 59 inherited farms included in the analysis 18 opera- 
tors had acquired considerable experience on the farm inherited 
prior to becoming its operator, 41 had not. The operators with 
experience on the farm prior to inheritance averaged 40 pounds or 
18 percent less lint cotton per acre than the operators reporting 
no previous experience on the inherited farm. There was no signi- 
ficant difference in yield risk, but considering only those farms with 
8 or 9 years of yields during the period, it is found that the inheritors 
with previous experience on the inherited farm had on the average 
a downward trend in yield of 4 pounds of lint cotton annually in 
contrast with an upward trend in yield of 6 pounds yearly by the 
inheritors with no previous experience on the inherited farm. 

Although the number of operators with previous fanning experi- 
ence on the inherited farm is somewhat small for the significance 
desired, the results afford considerable support for the thesis, 
advanced above, that the son who remains on the farm with hia 
father is more likely to be low in certain entrepreneurial abilities 
and have less chance for development of them than the son who 
strikes out on his own. 
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These relationships may not be applicable to those types of 
farming where a very high order of intellectual ability is required, 
and where frequent and important changes of technique occur. 
Both conditions would tend to produce progressive entrepreneurs 
in both generations. Also, irrespective of type the operators of 
large farms may and frequently would be sufficiently progressive 
to give the heir selected a free hand and to create opportunities 
for his entrepreneurial development. The author of this article is 
informed, however, that a very large Mississippi Delta plantation 
operator recently requested an only son upon his graduation from 
college to seek employment elsewhere until the farmer’s certain 
retirement when the latter would return and take full control. 
The entrepreneur in question obtained his farm the hard way and 
is one of the most successful farmers in the Delta. He apparently 
is convinced that two lights shine less sharply together than either 
alone. 

Certainly, maintaining continuity of operation between genera- 
tions is quite desirable and a worthy objective if it can be accom- 
plished without lowering the quality of farm operators and reducing 
the general level of efficiency of the agricultural economy as a whole. 
It seems necessary, however, if the above results are found to pre- 
vail in the other major segments of agriculture, that the second 
generation come into the picture as completely as possible in every 
respect. But such is not in accord with the traditions of American 
agriculture. The older generation insists upon staying in the picture 
and too frequently in a cramping and often dominating position, 
so that there’s confusion as to who is in charge and hesitancy, 
delays, and half-measures in the control and in the making of 
progressive changes. What is needed is an effective retirement 
system which will get the older generation off the feet of the younger 
generation. In general retirement is not within the reach economi- 
cally of the vast majority of farmers. But extending the Old-age 
and Survivors Insurance benefits of the Social Security program to 
fanners would help. Even this plan would not be completely suc- 
cessful because of the very modest scale of benefits. It would be 
more successful, however, if some plan could be devised by which 
a part or all of the retiring farmer’s equity could be recovered and 
joined with the Social Security benefits in the form of an annuity 
for the remainder of his life and that of his spouse when she 
survives. If coupled with a farm or village housing plan which 
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would enable retirement to the place of their choice, either on the 
home farm at non-interfering distance from the farmstead or in a 
favorite nearby village, the aged in agriculture would have not only 
security to look forward to but also comfort and independence, 
while agriculture would have an efficient and sensible solution to 
a troublesome problem, one which along with many other factors 
keeps the industry working at less than its maximum efficiency. 

John L. Fulmeh 

University of Virginia 


ACCURACY OP LIVESTOCK PRICE FORECASTS 
AT KANSAS STATE COLLEGE 

M ONTH-to-month forecasts of livestock and grain prices 
have been made by staff members of the Department of 
Economics and Sociology of Kansas State College since 1925. 
These forecasts appear monthly in a printed publication entitled 
*‘The Kansas Agricultural Situation.” 

Difficulties m Measuring Lioestoch Price Forecasts 

The principal difficulty confronting an analyst who attempts to 
measure the accuracy of a monthly price forecast is the lack of a 
standardized terminology to describe accurately the three dimen- 
sional variables of direction, timing and magnitude of price change. 
Sudi terms as “higher,” “stronger,” “steady to moderately 
higher,” do not permit accurate statistical measurement. 

The forecasting of livestock prices is not an exact mathematical 
science. Although analysis of historical, statistical data plays a 
prominent part in forecasting, such a procedure usually serves to 
give the forecaster only a rough indication of the effects of the vari- 
ous measurable factors influencing livestock prices, rather than to 
provide a definite answer regarding the exact price to expect. 

Once the forecaster has determined the importance which he 
should attach to the various statistical indices, the problem of 
forecasting becomes that of keeping abreast of new or unusual 
developments in the commercial, political, and agricultural situa- 
tion, and then properly evaluating the effect which these develop- 
ments will have on price. 
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Method of Determining Accuracy of the Forecasts 

Since an important element of uncertainty in the measuring of 
the accuracy of these forecasts was the determination of a quanti- 
tative meaning to be attached to the various terms used in stating 
the forecasts, an arbitrary statement, based on estimates of men 
engaged in making the forecasts, was prepared. 

In preparing this score table (Table 1) it was decided that it 
would be illogical to hold the forecaster to an exact percentage 

Tabuc 1. ScoBB Table fob Meastjbing Accdbact of Pbice Fobegasts 


Forecast 

100 percent 

Score 

66 percent 

33 percent 

Substantially higher 

Per 

5 % or over 

cent change m p 
4% or over 

:ice 

3% or over 

Higher 

4% or over 

3% or over 

2% or over 

Moderately higher 

3 to 7 

2% or over 

1% or over 

Slightly higher 

2 to 6 

1 toT 

0 or over 

Steady to higher 

lto5 

0 to6 

-1 to7 

Steady to moderately higher 

0 to4 

-lto5 

—2 to 6 

Steady to shghtly higher 

-1 to3 

-2 to 4 

-3 to 5 

Steady 

—2 to 2 

-3 to 3 

—4 to 4 

Steady to slightly lower 

-3tol 

-4 to 2 

-5 to 3 

Steady to moderately lower 

-4to0 

-5tol 

-6 to 2 

Steady to lower 

Shghtly lower 

-5 to -1 

-6 toO 

-7tol 

-6 to -2 

-7 to -1 

0 or lower 

Moderately lower 

-7 to -3 

—3 or lower 

—1 or lower 

Lower 

—4 or lower 

—3 or lower 

—2 or lower 

Substantially lower 

—5 or lower 

—4 or lower 

—3 or lower 


change for the meaning of each term, and in view of this a rating 
table was constructed which allows a certain range in the meaning of 
each forecasting term. 

Each month’s forecast was scored on the basis of the actual 
price movement during three ten-day periods of the month. The 
object in dividing each month into these three periods was to allow 
some credit for a forecast which may have been correct the first 
ten or middle ten days of the thirty-day period for which these 
forecasts are made, but which became inaccurate during the latter 
part of the month. Since these forecasts are intended to extend over 
a thirty-day period, and since more credit should be given for a 
forecast that was accurate throughout the entire month, an arbi- 
trary weight of one was assigned to the score of the first ten-day 
period, two to the second, and three to the third. The later periods 
of the month were thus more heavily weighted. Having determined 
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the percent price change represented by each forecasting term, 
and the weight to be assigned to the accuracy for each ten-day 
period of the month, it was a simple procedure to score the accuracy 
of the monthly forecasts* Having scored each ten-day period, the 
weighted scores were averaged for each month, and a yearly average 
taken. 


Accurucy of Hog Price Forecasts 

During the period 1925-40, hog price forecasts made at Kansas 
State College averaged 64 percent correct. 

A study of the seasonal variation of the scores of the actual 
forecasts shows a distinct seasonality in the accuracy of the pre- 
dictions. The least accurate months were August (47 percent) 
and April (50 percent). The month during which the forecasts 
were most accurate was November, scoring 77 percent. 

It was recognized that the arbitrary scoring table and the varying 
weights would affect the score obtained. Therefore, the calculated 
score was measured against a score obtained by using the average 
seasonal price variation as the only basis of the forecast. This 
forecast was based on the average seasonal price movement for 
200-250 pound good-to-choice fat hogs at Kansas City during the 
period 1922-38. The average accuracy of the forecast based 
only on the seasonal price variation was 37 percent This indicates 
that the hog price movement during an individual year differed 
considerably from the average seasonal pattern. 

Having obtained the scores on both the actual forecasts and the 
forecast based on seasonal price variation, it was then possible to 
calculate an index which would show the extent to which the effects 
of factors other than the average seasonal price movement had 
been correctly estimated. On the basis of this index it was found that 
the actual hog price forecasts averaged 72 percent more accurate 
than the forecasts obtained by using only the seasonal price move- 
ment. 

The objective evaluation of the hog price forecasts indicated an 
average accuracy of 64 percent. The forecasts were more useful 
than the score indicates. When these forecasts are scored only on 
the basis of whether or not they indicated the general direction in 
which the price moved, a somewhat better result is obtamed, the 
forecast being accurate 69 percent of the time. 

For purposes of comparison, a study was made of the accuracy 
that would have resulted if the forecast had been based on a 
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continuance of the trend as indicated by the previous thirty-day 
period. When the previous thirty-day period was used as the basis 
for forecasting an accuracy of 56 percent was obtained. 

Accurcusy of Cattle Price Forecasts 

During the sixteen-year period cattle price forecasts made at 
Kansas State College averaged 62.7 percent accurate, ranging from 
a low of 37 percent accurate in 1931 to a high of 94 percent in 1929. 

The seasonal variation in the accuracy of cattle price forecasts 
did not exhibit as great a degree of variance as did that of hog 
price forecasts. However, there was a general tendency for the 
forecasts to be more accurate during the late winter months and 
again during June, July, and August. 

Using the average seasonal variation in the price of choice 
700-1,100 poimd steers at Kansas City 1922-38 as the basis for 
forecasting price, an average accuracy of 52 7 percent was obtained. 
During the months of April, August, and October the actual 
price changes most nearly corresponded to the change which would 
be expected from the average seasonal price movement. The actual 
forecasts made were 23.6 percent more accurate than those based 
only on the average seasonal price movement. 

When the forecasts were rated in regard to their accuracy in 
predicting the general direction in which the price would move, 
it was found that they were accurate 68 percent of the time. When 
the trend during the previous thirty-day period was used as the 
basis for the forecast, an equal degree of accuracy was obtained. 
Thus it would appear that the general direction in which the price 
has been moving would be one of the most important factors 
to consider in formulating a price forecast for cattle. 

Efect of Magnitude of Price Change uyon Accurcuyg of Forecasts 

The price forecasts made appeared to be most accurate during 
those periods in which there was little change in price and least 
accurate when the change was great. The hog price forecasts ranged 
in accuracy from 72 percent when there was no change in price 
during the thirty-day period to 59 percent when there was a great 
change in price. Cattle price forecasts ranged from 68 percent 
accurate during periods of no change to 57 percent during periods of 
great change. 

R. E. Sei/tzbr R. J. Eggebt 

University of Arisona American Meat Institute 
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RATE OF COMMODITY DISAPPEARANCE AND 
CONSUMER PREFERENCE 

B ecause of the augmented program of research in marketing, 
many agricultural economists in the United States are finding 
themselves involved in the fields of psychology and statistics to a 
greater extent than formerly. Although these two fields are far 
from being unrelated, the former deals more with logical classifi- 
cations of mental concepts and resulting human behavior, while 
statistical methods are the tools and devices for measuring the 
intensities and interactions of these concepts and the probabilities 
of repetition of behavior. 

Terminology in the field of consumer preference is confusing. 
As one travels around the United States he hears people express 
desires in such terms as like, fond, or love. It is entirely possible that 
the housewife who at her bridge club “just loves” the cake from a 
certain recipe “likes” it at home if she is sincere. This makes it 
diflSicult to measure people’s opinions by their verbal expressions. 
At any rate, a survey of people’s opimons as to how they “feel” 
about subjective matters may be entirely fruitless unless it is 
carefully planned both from the standpoint of statistics and 
psychology. A physician might probe a patient’s abdomen and 
ask whether it hurts “much.” If the patient has a subjective concept 
in which significantly less pain than exists in the mind of the physi- 
cian means “much” he may pay for an unnecessary appendectomy, 
whereas if the reverse were true he may die for lack of necessary 
surgery. A better method would be to probe the general region of 
pam asking the patient to describe the degree of pain and plot 
directions of trends of increasing pain in order to localize the pointof 
greatest pain. The points would thus be plotted in terms of the 
patient’s own scale of subjectivity instead of the patient’s com- 
pared with the physician’s. Subjectivity can not be a constant even 
within one mind, but it will come closer there than if its interpreta- 
tion must be conveyed to another mind. It should be borne in mind 
in consumer opinion surveys that the responses, unless manifested 
by measurable action, are entirely subjective and can be measured 
only in terms of this subjectivity. Measurement can best be carried 
out by finding out what a persons’s choice would be out of two or 
more alternatives and get the verbal expression of choice in the 
chooser’s own relative and superlative terms. 
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There is a large gap of unrealism between a consumer opinion 
survey and what the consumer actually would do if the conditions 
assumed in the question actually existed as freedom for real choices. 
It is not uncommon to hear people say, ‘T would give my right 
arm for that.” Although it is merely a figure of speech it means a 
very high price in their minds. A high price is stated because they are 
sure the commodity is not on the market. People are not willing 
to tax their mental energies beyond rather loose opinions and eval- 
uations unless their energies are to bear fruit in reality. It is thus 
ordinarily more difficult to analyze and derive valid conclusions 
from statistics of opinion than statistics of behavior. 

Those specializing in opinion surveys are making progress in 
correlating loose opinions and evaluations with real behavior despite 
indications of serious reversals. For many purposes, what people 
say they will do when a condition presents itself is the best index 
(adjusted by former correlations) of what they will actually do. 
However, the correlation between opinion and action can never 
be perfect, so, if the individual can be observed under experiments 
setting up actual conditions the results will be more reliable. Both 
consumer opinions and instances of behavior are imperfect mani- 
festations of preference but it is probable that behavior is a better 
basis for predicting preferences. On this basis, consumer preference 
should not be determined from opinion if it can be determined 
from observed behavior at the same time and cost. 

In experiments on consumers’ preferences a procedure not entire- 
ly unknown to the vendor has been used. The plan has been to 
offer the consumers two or more choices and to diift the prices to 
affect the rates of purchases. When these prices have not moved 
goods at the relative rates desired by the merchant he has, as a 
result of previous experience, hunches, or trial and error, shifted 
the prices more. Having found his errors too great he puts on his 
“clearance sale ” Those commodities that have in his estimation 
moved too slowly are reduced in price. Actually they then sell for 
less than they would have if they had been priced competitively 
with other commodities at a normal rather than an accelerated 
rate of disappearance. 

The merchant may choose arbitrary rates at which he wishes 
different commodities or different grades or qualities to disappear 
from his shelves. In general, the limits of his arbitrariness are set 
only by his capacity to lose money. The researcher should not 
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choose arbitrary rates. He can not assume as the merchant ordi- 
narily does that for his purposes there is an unlimited supply of the 
several choices. In some of the experimental work on consumer 
preference, an error has been made by arbitrarily assuming that the 
proper preference was at the price difiPerential that would make the 
choices disappear at equal rates. There are preferences that should 
be based on equal rates, as for example the choice of pre-packaging 
one way or another or handling in bulk, but in cases where the 
supplies of the choices are interrelated this should not be the case — 
unless, of course, if they are interrelated m such manner that the 
supplies axe equal. 

There are those in the field of agricultural economics who look 
upon themselves as the ‘‘hired men of agriculture.” How meri- 
torious this attitude is depends primarily on whether these econo- 
mists are concerned with efficiency problems or with problems of 
individual or group equities and whether they are privately or 
publicly employed. In marketing problems involving equities the 
public researcher or administrator needs to guard against becoming 
the pleader for or against segments of society. In order to take an 
unbiased or indifferent attitude toward group equities in marketing 
research, and if marketing researchers vested with a public interest 
are to enjoy the influence accredited to scientists this must be done, 
it will be necessary to have a clear-the-market concept in controlled 
experiments studying consumer preference. The rates of disappear- 
ance must then be guided by this concept. This is something that 
can not be fixed immediately and for the long rim because the 
relative production of choices normally varies and will vary again 
when and if the results of research in consumer preference become 
influential on the market. The degree to which there will be vari- 
ation will depend on the differences in the elasticity of the supply 
of the several choices. An equilibrium should be established by the 
price structure so that it will not be necessary to have “clearance 
sales” for any of the choices tested. Unless the dear-the-market 
concept is a guidmg criterion there will be a tendency on the part 
of the researcher in marketing inadvertently to fall into the trap 
of scarcity economics. It would then become a problem of finding 
out what volume and type of supply would bring the greatest net 
returns to agriculture despite negative effects on the rest of the 
economy. Action of this type would soon make a syndicated politi- 
cal issue out of the marketing research program. The attitude must 
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be taken that agricultural economists in public institutions and 
agencies are hired men of the public. 

Merely to have reached an equilibrium between consumer choices 
is not always carrying the research far enough for an accurate 
test. Take as a hypothetical example a comparison of sellng apples 
in boxes or baskets. Conceivably all apples could be sold either 
way, so it would be logical to assume that when equal volumes are 
moving in each of boxes and baskets the price differential is then 
correct. Some studies that should have been carried further have 
stopped at this point. In this situation the price differential would 
be correct only while the two alternatives existed. It would not 
follow that all the apples could be moved equally well in either 
method. If half of the apples disappeared in boxes and half in 
baskets it might be true that each customer had reached a “zone of 
indifference” as to which he would buy. This, however, would be 
extremely unlikely. It would also be possible that the experiment 
had segregated from the others those consumers who want apples 
in boxes rather than baskets, or conversely, and price was not a 
factor. This also would be unlikely and the probable situation would 
be somewhere between these two extremes, The incidence of this 
probability needs to be tested. 

When the equilibrium of rates of disappearance has been found 
through the pricing mechanism the next thing to do is to withdraw 
one choice at a time alternately and see what happens to the 
remaining rates. If, by chance, the total volume of trade remains the 
same regardless of which choice is withdrawn, then the “zone of 
indifference” represents the general indifference of the consuming 
population. If the volume of trade falls for either choice there has 
been segregation of consumers and it would not be safe to say that 
it makes no difference, in this example, whether apples are sold in 
boxes at a certain price or in baskets at a certain price. Whether a 
choice should be maintained depends on the effect on the sales 
volume not only of the choices in question but also on other “Imes” 
offered to the same customers. 

For many purposes of prediction it would be desirable to analyze 
facts concerning the consumers who indicated their preferences 
both in the equilibrium period and at the periods of alternately 
withdrawn choices. Analysis of them should serve as a guide in 
setting up questionnaires for interviewing consumers. In general 
it is better to predict preference from instances of behavior but these 
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may be related to facts pertaining to consumers. It is also more 
valuable to obtain information that is less changeable even though 
the information might deal in the realm of opinion. For example, 
it would be more important to get church affiliation than it would 
political affiliation or perhaps even than how the consumer actually 
voted. Factors of importance in stratifying the consumer popula- 
tion, so that a more reliable expansion might be made from the 
sample of consumers whose behavior has been observed, might be 
found through the process of alternately withdrawing choices. 

In some studies the fact that people need time to orient or condi- 
tion themselves to a new idea has been overlooked. Suppose an 
entirely new type of choice is to be offered to consumers. It might 
then be more important to measure an acceptance trend over enough 
time to prove that adoption of the choice would or would not be 
economical. In research this trend could be studied as a byproduct 
of the method of alternate withdrawal of choices. 

Norman Ntbroten 

West Virginia XTniversitg 

MARKET AND MARKETING RESEARCH 
IN THE MIDWEST 

E ach state is doing work in these fields. Regional projects are 
set up in connection with livestock, milk, eggs, potatoes, 
fruits and vegetables, and poultry (technological). In some cases 
regional funds are used to expand work on local problems with 
little or no attempt to coordinate the efforts in a solution of a 
regional problem. There is need for a much more thorough and 
well thought out over-all program as to the basic problems in each 
field. It IS recognized that effective research is done by competent 
individuals working often on rather small problems. But it is also 
desirable that these individual problems fit into a comprehensive 
plan. 

Basic problems may be classified: (1) the market, (2) the organi- 
zation of the marketing system in performing its functions effective- 
ly and efficiently; (3) the organization of individual firms in per- 
forming their particular jobs efficiently and effectively; and (4) 
the development and application of improved technology. 

1. The market — ^This term is used to mean the quantitive and 
price aspects of an economy’s sales of a particular good. We are 
concerned with the farm products and the products derived from 
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them in the midwest states. Basically, we start in this area 
with grains, oilseeds, and forage crops as the major farming pattern 
with fruits, vegetables, tobacco, etc., as minor products for the 
region as a whole. In 1946 we converted these major products into 
animal products or sold directly as follows, in billions of dollars: 


Meat animals 

$4.6 

Peed crops (chiefly corn) 

$1.1 

Dairy products 

1 0 

Food grain (chiefly wheat) 

1.0 

Poultry products 

1.2 

Oil-bearing crops 

0.5 

We need to know in detail all the factors which affect the market 


for these products and their principal subdivisions, e.g., cattle, 
fluid milk. By market we mean quantity and price considerations. 
The problem may be divided: 

a Oeneral economic relationships . — ^Price quantity relationships, 
income effects, distribution-of-income effects, general price level 
effect, competitive relationships, secular tendencies in relative 
demands, etc. 

Much work has been done in this field, but much of it is now out 
of date. One can also criticize much of it as market research for 
undue attention to one phase of the problem viz , with price-supply 
relationships when the facts faced in the market are changes in 
the general price level, or with consumer incomes in the USA when 
the controlling factor may be a change in the international position. 

b* Market areas . — ^To study the market one must know the size 
of the market area involved. This may be local or regional as for 
fluid milk; national as for beef; international as for wheat. An 
international market does not mean the whole world but only the 
areas in which the United States can actually sell. One must define 
the market area and its characteristics. For example, all our beef is 
sold within the United States but the market area for a particular 
class or grade of beef may be more localized. 

c. Market development — Consumer tastes change; new tech- 
nology permits a product to be sold in a different form. These de- 
velopments may be of minor importance to producers, as for ex- 
ample, a new pie crust mixture (which may be very important to 
the competitive position of a particular firm), or they may be very 
important. Important historical examples are refrigerator cars, 
vegetable shortening, and the rise m consumption of fluid milk. 
Economists should be alert to these developments and should be 
steadily evaluating them as they may affect situations in (a) and (b) 
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above. Thus the rise of vegetable shortenings apparently altered 
the demands for lard and refrigeration certainly changed the market 
areas for all perishable products. 

The increased use of products in higher economic categories as 
consumer demands develop for them is in the interest of both pro- 
ducer and consumer. Some examples: 

(1) Many consumers want better eggs than they can currently 
buy. Prevailing premium prices are evidence. The problem here is 
to develop marketing facilities which will act as the needed link 
between producer and consumer so as to satisfy adequately this 
market demand. 

(2) Using dried skimmilk as a food is a higher order of use than 
feeding it to livestock. Not only technology but efiPective mer- 
chandising efforts are necessary to develop this use. 

(3) On a broader scale shifting milk from manufactured to hu- 
man use moves mi lk up to a higher category of use. Much of the 
reorganization in the country end of the dairy industry over a 
long period of years has been in response to this fundamental shift 
in market outlet. 

Many other illustrations might be given. The basic point is that 
market research should aim at searching out any undeveloped mar- 
ket outlets which will shift products to a higher category of use. To 
effectuate the changes, much marketing research may be needed. 

When the use of a product increases (other than in response to 
population growth) adverse effects are likely for competing prod- 
ucts. So market research must also be alert to developments tending 
to push certain commodities down the scale of use. 

The organization of a marketing system . — Between the producer 
and consumer is a complicated marketing system. For simplicity 
we mclude in this system all agencies in the area whether they per- 
form merchandising, transportation, processing, or other fimctions. 
For different groups of commodities the details of the system vary 
although in each case it performs broadly similar functions. How- 
ever, for convenience in research the various commodity systems 
can best be studied individually but always in the light of the 
general principles common to all. 

‘‘What functions must a market system perform?*’ and **How 
effectively and efficiently does it perform them?” are key questions. 

Some important functions will be briefly mentioned. Filling in 
the details of a particular system and measuring its efficiency 
are problems for specialized research. 
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a. Pricing functions . — ^The most important function of any mar- 
keting system is pricing at every level of the system where title to 
goods is transferred. It is by response to prices that consumers 
register their opinions as to their relative demands for different 
kinds of goods. It is by prices that the basic market factors — ^supply 
and demand — ^are balanced. Evaluating the system of pricing 
should be the first object of systematic marketing research. Certain 
criteria of efficiency need to be set up and each system studied to 
see how well these criteria are met.^ 

After such an examination, one is in position to make suggestions 
for changes. Much research in milk marketing has centered on this 
problem. Formulas to guide public agencies in setting milk prices 
have been evolved. Some of them have broken down because the 
functions which prices must perform in a market were not clearly 
understood or the formulas did not allow for factors which would 
cause prices to vary so as to perform their functions. 

The failure to provide a supply of the quality needed to satisfy 
a high level of demand may indicate a pricing system which does 
not reflect this demand back to producers. The University of Illi- 
nois research in egg marketing was set up to study this question. 

A part of a pricing system is a system of market standards. 
Without such standards prices have no specific meaning. In analyz- 
ing the pricing system one should examine how well the standards 
in use really reflect the differences which users, either intermediate 
or final, really desire. 

These illustrations point up the fact that evaluation of the 
marketing system should begin with the pricing functions. 

b. Bisk functions . — ^Investments in facilities or commodities 
create risks at every level of marketing. Risks are costs which must 
be covered if the people are to do certain jobs. Marketing systems 
develop ways of providing for these risks. It may simply be a wide 
margin or mark-up which will cover the risk involved. Fruit and 
vegetable markets illustrate this method. It may be the evolution 
of very large firms with large capital resources and stable retail 
price policies, as in tobacco. It may be the development of special 
market institutions for hedging as in the grain, cotton, egg, and 
butter markets. In any analysis of the marketing system these 

^ For a tentative list of such criteria see L. J. Norton, The Effectiveness of 
Market Mechanism for Adjusting Farming to Puhho Need, Proceedings of the 
Sixth International Conference of Agricultural Economists, pp. 11S‘-115, Oxford 
University Press, 1948. 
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particular devices need to be studied and evaluated. The existence 
of risk is a primary cause for the entrance of governments into the 
marketing field. The various systems of supporting minimum prices 
that have been evolved should be included in any comprehensive 
study of risk. 

c. Physical functions , — ^In moving goods from producers to con- 
sumers many physical jobs are needed: assembling, transporting, 
processing, storing, distributing, display, etc. Marketing research 
in agricultural products has perhaps dealt too much with these 
rather than with the more fundamental pricing and risk functions. 
The logical order of analysis is (1) to determine the jobs to be done 
and (2) to study the system to find out the kind of firms developed 
to do them, A careful analysis may find that some link in the 
process is unnecessary or that some other type of agency can do it 
more effectively The actual patterns are constantly changing. The 
researcher should discover these changes. He should evolve a stand- 
ard which will permit him to evaluate them and when adequately 
qualified, even to suggest changes. Cases in point over the last 30 
years are: 

(1) The development of larger units in food retailing with all 
kinds of foods in one store often associated with the combining of 
retail and wholesale functions. 

(^) The shift to paper containers in milk distribution with ac- 
companying Increased sales of milk in retail stores. 

(3) The decentralization of the livestock market particularly for 
hogs. 

Other students may wish to analyze the marketing system in 
terms of more than these three major functions. However, our 
general division into pricing, risk carrying, and physical functions 
will be found useful. 

3. The organization of individual finns , — The marketing system is 
made up of a very large number of individual firms, some large 
and some small. For any analysis of detailed operating problems, 
the firm is the basic unit of study. However, in a logical program 
of research a systematic knowledge of the market and the marketing 
system should precede studies involving individual firms. In getting 
answers about the market or the system we must often, of course, 
use data from firms. 

Work with individual firms may be of the following kinds: 

a. Development of basic data as standards to measure eflSciency 
in performing different functions. 
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b. Analysis of specific practices in particular firms, especially 
those which are introducing new methods. 

Since the big costs of marketing are in retailing, work in this field 
should emphasize studies in that area. 

4. Technological research , — ^Many marketing problems can only 
be solved by technological research. Some of this may reach back 
into the area of production. Examples are: Retail store sales of 
milk are based on the paper container. Marketing riper peaches 
apparently depends on a solution of the “brown rot” problem. 
Marketing better sweet corn depends on development of practical 
and economical methods to precool it at or close to the farms. 
Strengthening the competitive position of lard in comparison with 
the shortenings rests on development and promotion of more stable 
lards. The economist can point out problems based on market re- 
search and should be aware of technological changes and be in 
position to evaluate their effect marketwise. 

Technological research by public agencies ought to be directed 
toward problems of general application rather than at specific prob- 
lems of particular firms. A highly specialized product may be very 
important to the competitive position of a particular firm but such 
research on it can best be done in the firm’s own laboratories. The 
paper milk bottle and the problem of stabilizing lard are examples 
of generalized technological research. 

L. J. Norton 

University of Illinois 

SUMMARY OF PRACTICES AND PROCEDURE IN 
TEACHING MARKETING OF FARM PRODUCTS 

I N assembling material which might be helpful in discussing the 
problem “Methods of Teaching in Agricultural Economics” to 
be used at one of the roundtable programs at Green Lake in the 
autumn of 1948, a questionnaire covering certain phases of teach- 
ing methods and practices was prepared and sent to all the land 
grant college departments of agricultural economics or marketing. 
Forty states returned reports. Their replies may be briefly sum- 
marized as follows ; 

A. General 

Credits or hours in introductory marketing course 
2 credits . 2 states 

3 credits ... . . 29 states 
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4 credits 

5 credits 

States giving graduate credit for this course as 

well as undergraduate 

Prerequisites required 

Introductory course in economies 

Junior standing 

Sophomore standing 

B, Presentation of Subject Matter 

Lectures over 80% of class time 
Lectures not over 50% of class time . 

Average percentage of time used for discussion 
Laboratory work utilized 
Use of field trips . . . , 

Formal student reports required 
Use of mimeograph materials * . 

Use of film strips 

Use of textbook for course. . 

C. Siste of Section Preferred 

Sections not over 9,5 students 

Sections 95 to 30 students 

Sections larger than 30 students. 

T>, Division of Subject Matter 

Over 50% of time devoted to descriptive matter 
Over 50% of time devoted to functional aspects 

E. Examinations 


3 states 
5 states 

19 states 

94i states 
9 states 
3 states 

9 states 

19 states 
1 
X 

13 states 

8 states 
19 states 
S9 states 

10 states 
38 states 

11 states 

9 states 
5 states 

94i states 
16 states 


Discussion questions exclusively 4 states 

Objective tests 50% or more of total ..... ^0 states 

0. R. Johnson 


Uniteraity af Missouri 
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SAMPLING MEDICAL SERVICE CHARGES: A NEW 
APPLICATION OP SAMPLING METHOD 

T he use of the “parity price” measure in the administration 
of government programs relating to farms and farmers places 
a heavy responsibility upon the agency which constructs the index 
numbers of prices farmers pay for the commodities they buy. 

Since 1911, when the U. S. Department of Agriculture started 
to gather data on prices paid by farm families, there has been a 
continuous effort to develop such data and to use appropriate 
statistical procedures for obtaining and analyzing them and in 
constructing the index of prices paid. 

Within the Department of Agriculture, the responsibility for 
gathering and summarizing the data that are used for computing 
the index of prices paid by farmers has been placed upon the Bureau 
of Agricultural Economics. The number of items on which price 
data are available has been expanded from time to time and at 
present most of the principal categories of farm family expenditures 
for commodities are represented in the index of prices paid. How- 
ever, there are several types of services bought by farmers that 
are not in the index, and for which adequate data are not yet avail- 
able. Medical service is one of the more noteworthy of these groups. 

Expenditures for medical care are an important element in the 
farm family budget and this has long been recognized. A survey 
covering 1941, made by the Bureau of Human Nutrition and Home 
Economics of the U. S. Department of Agriculture, indicated that 
the families of farm operators spend annually about $370,000,000 
for medical care, medicines, and drugs. This was nearly $60 per 
farm family, or 7 per cent of the average farm family budget. 

In 1936, data on the fees charged for office calls and associated 
medical services were obtained by agents of the Bureau of Agricul- 
tural Economics in 19 states, covering the periods 1910-14, 1934-29, 
1932, and 1935-36. Since then, the Department has not had the 
funds nor the personnel for collecting similar data on an annual 
basis. After the end of World War II, the Department has again 
investigated the problem of getting the information needed in the 
construction of annual index numbers of prices paid by farm fami- 
lies for medical services. 

Measuring medical expenditures by farm families presents a 
number of difficulties. Many of these difficulties are inherent in 
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the nature of the expenditure patterns themselves. Heavy ex- 
penditures are often unplanned and arise from an accident or 
emergency operation Broadly speaking, there are two general 
approaches to the subject. The first concerns surveying the farm 
families directly; the second would deal with doctors, dentists, hos- 
pitals, etc. that serve farm families. The technical design of sample 
surveys for either of these two broad groups is very difficult to 
work out However, largely because of the variation in type and 
amount of medical care among farm families, it is believed that this 
question can best be approached through inquiries to hospitals and 
the medical profession. A survey plan was devised for Maryland 
and tests were made in that state to test the adequacy of the sam- 
pling procedures used and the workability of the schedules and 
methods. 

The sample in the Maryland survey was designed for obtaining 
information by interviewing physicians, surgeons, dentists, hos- 
pital officials, oculists, and optometrists that would yield data 
from which state estimates could be made of the rates paid by 
farm families for selected types of general medical service. If such 
a survey were extended to a sufficient number of other states, data 
would become available for computing indexes of the percentage 
changes in the prices paid by farm families for all medical care. 

In conducting the sample survey in Maryland, questionnaires 
were prepared for each selected type of medical service. Physicians 
and surgeons were asked to report the most common fees charged 
families for the ordinary types of services rendered. The ques- 
tioimaire for dentists asked for charges to farm families for filling, 
cleaning, X-raying, and extracting of teeth. Hospitals, serving 
farm families, were asked to report on the cost of hospital rooms, 
salaries of registered and practical* nurses, as well as charges 
for other common hospital services. Oculists and optometrists 
were asked the fees most commonly paid by farm families for eye 
glasses. 

A separate sample was designed and used for each of the four 
types of questionnaires, (1) Physicians and surgeons, (2) Hospitals 
and nurses, (3) Dentists, (4) Oculists and optometrists. The basic 
pattern of the sample for eacih of the four surveys, however, was 
determined by the sample used for the Physicians and Surgeons 
Inquiry which therefore is discussed first and in more detail. 

The 194^ Directory of Physicians and Surgeons of the American 
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Medical Association was used as a basis for selecting doctors to 
be included in making the survey. The first step was to eliminate, 
by using the medical directory, all doctors who limited their prac- 
tice to special fields or excluded farm families in their practice, and 
also to eliminate physicians and surgeons practicing in the large 
industrial cities where the Bureau of Labor Statistics gathers similar 
information on medical services. The intention was to include in 
the universe of inquiry only those doctors who provided farm fami- 
lies with general medical care. Thus, from the medical directory a 
list of about 650 physicians and surgeons was obtained which satis- 
fied this criterion of providing general medical care to farm families 
in Maryland. 

This list of 650 doctors was arranged alphabetically by towns 
and by counties for each agricultural price reporting district in 
Maryland. Next the list was divided into two sections The first sec- 
tion consisted of doctors in towns which had two or more physi- 
cians or surgeons, and the second section of the list consisted of 
doctors who were in towns which had only one physician or sur- 
geon. It seemed necessary to make this separation because a slightly 
different sampling ratio was needed for each situation in order to 
represent adequately the state as a whole The goal was to obtain 
about an 8 percent sample of doctors serving farm families and at 
least 50 reports as the minimum number needed for reliable state 
estimates. Actually a somewhat greater number of doctors^ names 
was selected in order to compensate for the inability of interview- 
ers to reach some doctors and to allow for refusals to answer. The 
sample ratio was computed by dividing 60 (the number of names 
desired) by the total list of 650 doctors previously selected. On 
this basis every eleventh physician or surgeon on the list was to 
be selected for interview. This sampling ratio was applied directly 
to the sub-list of doctors practicing in towns having only one physi- 
cian or surgeon. The fifth name was selected and every eleventh 
name thereafter was chosen to be interviewed in the doctor survey* 

In selecting doctors to be interviewed from the sub-list of those 
practicing in towns which had more than one doctor serving the 
farm public, it was necessary to modify this procedure somewhat 
in order to minimize travel and to assure that average fees obtained 
would represent the particular towns randomly chosen by the 
sample. A restriction was imposed that at least two doctors in each 
town selected should be included in the sample. The procedure 
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was to choose the eleventh name on the list and the one below it as 
a starting place. Thereafter every twenty-second name was chosen 
along with the next following name. Rules were adopted which 
assured that two doctors having separate practices would be se- 
lected in each town surveyed. The addresses of the doctors selected 
for interview automatically determined the towns which formed the 
basic sample for the surveys on other medical charges. 

The sample for the hospital, dentist, oculist, and optometrist 
surveys was determined by the towns selected in the doctor’s 
sample. Where a choice was to be made within the pre-selected 
town, the names of dentists, oculists, and optometrists were se- 
lected at random from the classified section of the telephone book. 
Data were also obtained from all general hospitals in the towns 
covered by the doctor’s survey. The size of the sample in each 
town was made equal to the number interviewed in the doctor’s 
survey. The interviews were conducted by a statistician from the 
Maryland State OflSce of the Agricultural Estimating Service at 
College Park and a statistician from the Bureau of Agricultural 
Economics working together. 

Survey results indicate that in Maryland the rates charged 
farm families for medical service have not advanced so rapidly 
during recent years as have prices paid for most other items used 
by farm families for living purposes. The preliminary results in 
Maryland gave a 1947 index number of 164 percent of the 1910-14 
base period, previously mentioned. 

This survey did not attempt to measure the extent to which such 
services are used by farm families, but recent investigations by the 
Bureau of Human Nutrition and Home Economics indicate that 
farm families are having increased medical care. Moreover, doctors 
interviewed in this survey in Maryland said that farm families at 
that time had more money to spend on medical care than they did 
a few years ago, and that collections from farm families on bills 
had recently been above average. 

Analysis of the results of the survey indicates that this sampling 
procedure may be expected to produce satisfactory data from which 
state estimates of the prices paid for individual services may be 
made, for use in the construction of an annual index number 
representing medical services. 

H. F. PumpLE 

AgncuLhiral Stofuftctan, MinneBola 
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J oint Commitlee Report on Extension Programs, Policies and Goals, 

U. S. Government Printing Office, Washington, D. C. August 

1948. Pp. 72. 

This is a report of a Joint Committee of ten, five appointed by 
the U. S. Department of Agriculture and five by the Association 
of Land-Grant Colleges and Universities in October 1946, with the 
following general objectives: (1) Appraise the services and experi- 
ences of the Cooperative Extension Service over the years; (2) 
study the important basic problems of cooperative extension work, 
particularly relationships with the U S. Department of Agriculture 
and Land-Grant Colleges; and (3) develop definite recommenda- 
tions as to how the Cooperative Extension Service can best meet 
the problems of the future. 

The accomplishments of extension work during the one-third of 
a century of its operation are summarized in the first section of the 
ten-section report. The primary function of extension work in 
agriculture and home economics is education, and the report em- 
phasizes this point. The proper performance of this function re- 
quires use of an mcreasing number of techniques in an ever widen- 
ing range of subject matter. This entire section is a very modest 
but sound statement of the achievements of extension work. The 
section concludes with this significant statement: ‘Tn short, 
whereas extension has done much for people, it is what extension 
has helped people do for themselves that achieves the greatest re- 
sults.” 

There is danger that this broader function — whelping people learn 
to help themselves — Gleaming how to solve their own problems — 
may be overlooked too frequently. The specific improved operating 
practices which can be appraised in terms of immediate and tan- 
gible results on the farm crowd out this broader objective. More- 
over, there is a growing obligation to help farm people understand 
the complex social and economic problems — ^local, national, and 
international — that face them. It is in this field of work that so 
many agents, particularly the older agents, have the most difficulty. 
Many have difficulty developing and maintaining a well-balanced 
and complete service in their counties. A much more comprehen- 
sive program is needed today than was provided in the early years 
of extension work. 
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The Committee makes five specific recommendations regarding 
the relationships between the United States Department of Agri- 
culture and the land-grant colleges and universities in connection 
with extension work: (1) To keep mutually informed on new de- 
velopments quarterly meetings should be held between representa- 
tives of the Department and the Association of Land-Grant Colleges 
and Universities; {%) annual meetings should be held between the 
Secretary of Agriculture and an appropriate committee of the As- 
sociation; (3) the Department and the colleges should reach agree- 
ments on responsibilities before new Department programs are 
launched which involve education in the States, (4) Department 
agreements with other State agencies involving education should 
be worked out in conjunction with the colleges; and (5) the De- 
partment and the colleges should give greater assistance in training 
State extension workers. 

The Committee feels that despite some difficulties experienced 
in recent years in operating under the “Memorandum of Under- 
standing” of 1914, the Memorandum is nevertheless an adequate 
statement regarding cooperative relationships between the De- 
partment and the State colleges in conducting cooperative exten- 
sion work. K adhered to, all educational programs within the 
State for which the Department has a responsibility will be carried 
on through, or in cooperation with, the State colleges. 

The perennial problem of the proper relationships of the Exten- 
sion Service with general farm organizations is discussed in Section 
Four. The Committee concludes that, although close cooperation 
with general farm organizations is highly desirable, former operat- 
ing relationships with such organizations are detrimental to the 
public interest. It specifically recommends that all legal connections 
and exclusive operating arrangements between farm bureaus and 
the Extension Service be discontinued, and that Extension Service 
officials and farm bureau leaders in the States concerned take the 
initiative in this matter. A dissenting opinion by one member of 
the Committee is also included in the report covering this point. 

The Committee recommends full coordination of the three college 
functions — resident teaching, research, and extension. It believes 
responsibility for such coordination should be placed under one 
administrative head, and that each subject-matter program of the 
three should be combined into one department. This reviewer be- 
lieves this is a sound recommendation, but realizes such coordina- 
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tion is far from achieved in many land-grant colleges for one reason 
or another. 

The Committee believes that while subject-matter specialists are 
of great value to extension work, the specialized approach can, and 
frequently is, over-emphasized. In appraising the trends and out- 
look for extension, the Committee lists the following as the effects 
of technological progress: (1) A need for more knowledge of the 
use and maintenance of machinery; (^) an increase in the capital 
required for efficient farming and rural living; (3) a widening of 
the gap between efficient and inefficient farmers, and the resulting 
displacement of farm labor; (4) increased production, and hence 
need for greater emphasis on soil conservation and on marketing 
distribution; and (6) continuous changes in the home, with new 
opportunities and new problems for the homemaker. Other trends 
of particular importance to extension in the future are: (1) The 
need for rapid expansion in the field of conservation of natural 
resources; (2) the need for expanding emphasis on individual farm 
and home planning; and (3) the decreasing number of farm families 
and the increasing number of rural nonfarm families; and (4) the 
continued need for, and emphasis on, better rural health and rural 
educational services. 

The Committee concludes that the present need for extension 
education among farm people is apparently far ahead of the ca- 
pacity of extension to meet it, and that this should be a great stimu- 
lus to extension efforts. It calls for a careful sifting of demands and 
effective allocation of time and effort. Particularly great is the need 
for the extension type of informal, continuing educational programs. 
Extension’s goal should be to maximize efforts on education, and 
guard against any tendency to become largely an emergency or 
administrative agency. 

This Joint Committee report is an excellent statement of exten- 
sion programs, policies, and goals. It should be read by every staff 
member of our land-grant colleges and universities. If the recom- 
mendations contained in the report are carried out effectively, 
extension can certainly expect a growing need for its services in 
the years ahead, and be confident that the Nation will profit 
greatly from its services. 

R. R. Renne 

M(mtana State College 
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Rural Mexico, Nathan L. Whetten. Chicago. University of Chicago 
Press, 1948, Pp. xix, 671, XXIII Plates, Statistical Appendix, 
and Index. $10.00. Foreword by Manuel Gamio. 

Rural Mexico is a scholarly work devoted to the understanding 
of the land of the author’s birth. Professor Whetten, now of the 
University of Connecticut, spent his childhood in Mexico. This 
investigation was made possible by his appointment for three years 
as a member of our Embassy staff in Mexico City One gets the 
impression that Professor Whetten has written with two sets of 
readers in mind, the Mexicans and ourselves. The result is an ex- 
tremely well balanced book which ranks with the previous land- 
marks of analysis and interpretation of Mexico by our scholars* as, 
Simpson’s Ejido, Tannenbaum’s Mexican Agrarian Revolution and 
McBride’s Land Systems of Mexico. 

The study is divided into four major parts: population and 
geography, the relation of the people to the land, standards and 
levels of living and social institutions. A vast amount of information 
is included in the 91 tables in the text and the appendix of 41 tables. 
Professor Whetten has included a digest of the major published 
statistics on rural Mexico plus numerous presentations from hitherto 
unpublished data. The 20 page bibliography provides an excellent 
guide to the literature in both Spanish and English. Especially in 
his treatment of land tenure, the author uses a comprehensive re- 
view of previous studies to state the problem for his own work. The 
statistics on the results of the land reform program include the 
data for 1945. Throughout the study, one finds the insight that 
can come only to one who has travelled to the remote valleys and 
visited with countless people in their own tongues. 

Rural Mexico is not only a competent study; it is an important 
one. It has great significance just because Mexico is beset with so 
many of the difficulties and problems that plague the world today. 
This era is undoubtedly the most revolutionary one of recorded 
history. No one can foresee the end but the Mexican Revolution of 
1910 may well be considered marking the beg inning of this series 
of social upheavals. Mexico is a vast laboratory of this violent age; 
a few of the more significant facts may be noted. 

The Mexican Revolution antedated both the Russian Revolu- 
tion and World War I; it was not a plamed revolution at all, as 
Whetten points out so clearly. But once the people were aroused 
by the prospect of “Land and Liberty” — ^the old order was doomed. 
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The most dramatic and fundamental part of this revolution has 
been the confiscation of large estates and the re-distribution of 
land. This is only the beginning of social reconstruction; but the 
‘"fat is in the fire” as we say. One can argue the pros and cons of 
the Mexican land revolution, and Whetten presents the evidence 
and arguments with impartiality, but most of the arguments 
about whether or not the revolution improved conditions are simply 
comments after the fact. Efliciency of resource use is not a major 
question during a revolution, partly because property and security 
of expectations are demolished thereby, and partly because deeper 
issues are at stake, such as equitable distribution and human dig- 
nity and freedom. A comprehension of the Mexican Revolution is a 
valuable object lesson to all of us interested in rural and human 
welfare, not because revolutions are something to be desired, but 
because revolutions break out when no other methods of meeting 
human needs and aspirations have been devised. 

Twenty-three percent of all the crop land in Mexico has been re- 
distributed by the land reform program. Allotments have been 
given to 1.7 million persons out of a total population of ^0 millions. 
Although we have heard much more about the grants to communi- 
ties, the ejidos, the land reform program also resulted in a great 
increase in small individual holdings. Among the 1.^ million private 
holdings in 1940 about three-fourths were of less than 5 hectares 
(about 1^.5 acres). Fifty-seven percent of the land holdings were 
on the ejidos. It is interesting to note that the land reform program 
was conceived initially as a way of giving workers a small plot of 
land upon which to live that they might earn most of their living 
from employment near-by. But the torrent once loosed cut through 
the very structure of land ownership, tearing great haciendas to 
pieces. Most of the ejidos are operated in tiny pieces with the indi- 
viduals holding the rights to use specific pieces of land. Those frag- 
ments are not farmed well; for the most part these people have 
few tools and only the most primitive knowledge of farming. But the 
eighth of the ejidos farmed collectively have their troubles too, 
since the fanning operations must be done by joint action. Students 
of farm management will find this part of Whetten’s analysis es- 
pecially interesting. If one compares these operations with those 
on the Russian collectives, he will be impressed by the strenuous 
efforts at democratic procedures in Mexico, even though an elected 
foreman makes a very poor boss. 
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Social reconstruction is complicated in Mexico, and in many of 
the other Latin-American countries by the “Indian question.’* The 
1940 census of Mexico was taken in 50 tongues. Spanish and 49 
Indian dialects. Our own country was “settled” by Europeans; 
Latin America was “conquered.” The result was a feudal structure 
in which the Indians were slow to learn the language of their con- 
querors, furthermore the ideals of private property and individual- 
ism which sparked the liberation of European serfs had little rele- 
vance to the social life of the indigenous population. These are 
some of the consequences of conquest which remain in Latin Amer- 
ica today. This conflict of cultures makes the problems and pros- 
pects of rural development in the Latin Americas more dif- 
ficult, in many ways, than in the Middle East and Par East. In 
these latter areas poor peasants share the same culture with the 
more fortunate people. 

It is hard for us to comprehend the poverty which still exists in 
Mexico. Two-thirds of the people are farmers of some sort. Porty- 
five percent of the people were classified as living in huts by the 
last census. Many of the so-called houses were little better, without 
chimneys or any other conveniences. Porty percent of the people 
have no beds, either sleeping on the dirt floors or on little platforms. 
Few people have access to good drinking water. About one in four 
have no shoes. Once this is realized it is easier to comprehend that 
an Indian is someone who lives like an Indian; i.e. in abject poverty. 
One can cease to be an Indian by putting on shoes and assuming 
some of the other characteristics of the upper classes. 

One is tempted to say that all the dilemmas of economic progress 
in backward economics are found in Mexico. Where an agrarian 
revolution occurs, the peasants getting a small piece of land are 
most likely to grow something to eat. They eat better even though 
total agricultural production decreases. In a country like Japan 
this creates a food crisis in cities. In a country like Hungary this 
creates a crisis in international trade, as wheat for export is not 
forthcoming. In Mexico, a self-sufficient peasantry grows corn 
everywhere; this is the mainstay of their diet and the core of their 
natural economy of subsistence. Whetten’s analysis of diets is 
illuminating and gives a commendable orientation for land utiliza- 
tion studies in backward economies. In the background of this study 
lurk all the thorny questions of economic development. How can 
food production keep apace of the increase in population? How can 
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a country become industrialized, so that the standard of living can 
rise? How can the needed capital be secured, where there is so 
little margin for savings? 

The answers to those tremendous questions are not clear in 
Mexico. Furthermore, the projection of such questions upon a 
world plane make the answers still more diflScult. Surely the solu- 
tion all over the world cannot be to industrialize and purchase the 
needed food. It is the recognition of this fact which is making Neo- 
Malthusians out of so many people these days. 

But if the answers aren’t clear in Mexico, at least the way is 
now open for thoughtful consideration of the ways out. The ground 
has been cleared. The fate and hopes of the country seem to hinge 
on the possibility that the revolution may eventually energize the 
people in a way that a feudal society never could. In Whetten’s 
concluding words: ‘The personal freedom enjoyed by the general 
population is probably the greatest achievement of the Mexican 
Revolution. In the long run, this may prove important enough to 
counterbalance whatever mistakes may have been made.” 

K H. Pabsons 

University of Wisconsin 

Plowshares Into Swords ^ Arthur P, Chew, New York: Harper and 

Brothers, 1948. pp. xv, 221. $3.00. 

The thesis presented in this book is that wars are caused by an 
unbalance between agriculture and industry. Industrial nations 
(except the United States) have access to food only by exchanging 
industrial products with agricultural exporting countries. But agri- 
cultural countries are industrializing themselves. In the process, 
tariffs and trade barriers are raised against the industrial countries. 
As a result, industrial countries are forced into imperialism in 
efforts to annex agricultural areas and re-establish the balance be- 
tween agriculture and industry within their own borders. They 
beat plowshares into swords because “they have an overwhelming 
need for plows or more literally, for agriculture; it is for agricul- 
tural resources that they go to war.” 

This argument is developed in its various aspects in the first 
eleven chapters. A number of topics are discussed. Agricultural 
self-sufficiency is fostered in industrial countries as their export 
trade declines. The relation of population growth and world conflict 
is discussed. Here the author emphasizes the rapid growth in Euro- 
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pean population and the resulting top-heavy industrial structure. 
He quotes the early Veblen on war with approval and disagrees with 
Veblen’s later views that the masses of lie people have no interest 
or gains from imperialism. In his discussion of declining popula- 
tions he suggests that reductions in the working population will 
complicate the problem of food procurement by lowering the pro- 
duction of those industrial goods that can be traded for food. No 
tables and few statistics are given. 

In later chapters he discusses the position of the United States 
with high industrial tariffs and subsequent efforts of American farm- 
ers to develop a price system providing comparable benefits to 
agriculture. He deals with the separation of industrial Europe from 
agricultural America. In chapter XVI the author discusses export 
dumping, appearing to accept the idea as a necessary means of 
keeping the economic wheels turning. He does not discuss the pos- 
sible repercussions in other nations. He deals with conservation 
and immi gration as possible partial solutions of the agricultural- 
industrial imbalance. Finally he proposes two immediate alterna- 
tives and one long time solution to the problem. 

The first solution is a system of much freer trading which he re- 
jects as being politically impossible. The second alternative is 
world effort to provide forbearance in mdustrialization by agricul- 
tural countries and to provide security of food imports to the in- 
dustrial countries. While the exact implementation is not speci- 
fied, it might take the form of a series of industrial commodity 
agreements whereby industrial countries are provided guaranteed 
sales of their output. It is difficult to see mu^ real difference be- 
tween the two programs. The long run solution is an urban-rural 
balance within national boundaries all over the world, attained by 
i ndustrialiring agricultural countries and developing agriculture m 
industrial countries or by coalescing nations together. 

Much of the discussion in the book is a somewhat different ver- 
sion of the have and have-not nation theories prevalent before 
World War II, couched in agricultural rather than raw material 
terms. This reviewer sees little justification for changing the terms 
of the argument. Coal, iron ore or oil may be considered far more 
vital than food in some nations. 

Another phase of the argument that seems weak is that there is 
a limited demand for industrial products. He argues that as an 
agricultural nation builds textile mills, steel mills, machinery plants. 
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etc., its purchases of industrial products inevitably decline. There 
is no recognition of the possibility of increasing the sales for other 
types of industrial goods and advancing the level of living to satisfy 
an entirely new order of human wants. Of course, two world wars 
and a major depression have not furnished a favorable economic 
climate for developing real experience along these lines. 

The problem of economic relations and world peace obviously is 
important. The role of the United States in leading the way in 
adjusting the conditions and terms of trade is clearly shown both 
in regard to trade barriers and price support policies. Mr. Chew 
proposes the difficult road of controlling the development of new 
competitive industrialization, and eventual uniform balance be- 
tween agriculture and industry within each coimtry. This would 
eliminate a large part of the gains from specialization and trade. 
This reviewer believes that there is more to be gained and still 
some hope of success in revising our actual trade policies to con- 
form with our theoretical trade policies. 

Lawkence W. Witt 

Michigan State College 

A Survey of Contem'porary Economies edited by Howard S. Ellis. 

Philadelphia: The Blakiston Company, 1948. Pp. 472. $4.75. 

A Survey of Contemporary Economics is an attempt on the 
part of “specialists” to review and appraise the developments 
which have taken place in their respective fields, during the past 
“ten or fifteen years.” The impetus for the compilation and publi- 
cation of these reviews was supplied by the American Economic 
Association's committee on the development of economic thinking 
and information. The recent developments in each of the foremost 
areas of specialization within the field of economics have been 
summarized by a competent authority and his appraisal in turn 
has benefited from the criticisms of two qualified and able critics. 
In the words of the editor the purpose of the volume “ ... is 
to provide the economist outside a particular field an intelligible 
and reliable account of its main ideas — ^both analytical devices 
and their practical application to public policy — ^which have 
evolved during the last ten or fifteen years.” 

In Chapter 1 Bernard Haley summarizes the developments which 
have taken place in the area of value and distribution. Much of 
this section is concerned with the impact of the indifference curve 
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approach; on the theory of demand and with reporting a number of 
empirical studies bearing on the supply side. Haley’s comments 
are more in the nature of summarization than of interpretation 
and appraisal. 

Much of the discussion in Chapter 2 on employment and business 
cycle theory and in later chapters on monetary theory constitutes 
an attempt to fit the torrent of ideas and controversies unleashed 
by Keynes into the evolution of economic thought. Indeed, the 
doctrines of Keynes intrude at some point into nearly all of the 
resumes which are presented in the volume. Viewed in the aggre- 
gate these discussions seem to the writer to indicate that much 
mastication and perhaps regurgitation of the Keynesian concepts 
and their implications lie ahead before they can be regarded as 
thoroughly and finally digested. 

In a lucid discussion of monopoly and the concentration of eco- 
nomic power, J. K. Galbraith traces the impact of the work of 
Joan Robinson and Edward H. Chamberlain on economic analysis. 
He concludes that the most important contribution of these two 
noteworthy books was “to emandpate the analysis of markets from 

But in appraising the results of 15 years of renewed effort to unravel 
the problems surrounding monopolistic enterprises and to evolve a 
public policy adequate to cope with them, Galbraith concludes, 
“It is apparent that although the increment of knowledge has been 
considerable, both tasks have been attended by considerable 
frustration The analytical task would appear to have failed be- 
cause oligopoly by all evidence the ruling market form in the modern 
economy has not yielded to the kit of tools long employed for the 
analysis of the competitive market. ... It is the essence of the 
oligopoly solution that any individual can effect the solution. The 
analysis therefore had to take on a wholly unmanageable burden 
of assumptions as to how each participant in the market would 
behave.” 

Wassily Leonlief’s review of the work of the econometricians 
should be welcomed by the non-mathematician who has found him- 
self puzzled by their manipulations. Leontief explains that the func- 
tion of statistical analysis in application to econometric research is 
“that of an intermediary between a general theoretical hypothesis 
and the directly observable facts.” He suggests that the outstaudinc; 
developments of the last years lie primarily in the realm of method- 
ology rather than in the direction of factual analysis, and then adds 
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“certain signs seem to indicate that this phase is now drawing to 
its dose and that the years iminediately ahead will witness new ac- 
complishments in fields of applied studies/’ 

The book ends with a peppery and thought provoking summary 
by David McCord Wright on the prospects for capitalism. If 
after dwelling through much of the book upon the seemingly over- 
whelming problems confronting our “capitalistic” system one is 
led to despair of its future, Wright does a masterful job of dispelling 
the gloom. He states that he cannot see that capitalism is suffering 
from any basic functional weaknesses in the sense of immutable 
laws preventing it from working. While he agrees that capitalism’s 
future depends upon intelligent policy, Wright condudes, “It is 
difficult to escape the conclusion that under the present conditions 
capitalism, economically speaking, once more makes sense. In the 
light of world conditions what we need now is saving and produc- 
tion, and what can do a better job in these respects than cap- 
italism?” 

The sdence of economics, like the intricate economy whose func- 
tioning it seeks to analyze, has sought a “gain in product from the 
division of labor.” But if it is to be fruitful exchange must accom- 
pany specialization. One can reasonably doubt that there has been 
a sufficient exchange of ideas among those working in the highly 
specialized areas within economics. Because they are without ex- 
ception remarkably intelligible, considering the complex analyses 
they treat, these surveys are particularly well fitted to facilitate 
such an exchange of thought. A Survey of Contemporary Eco- 
nomics should be especially useful to the agricultural economist 
interested in catching up on what those working in other branches 
of economics have to offer. 

Raymond R. Benekb 

Iowa State College 

Conservation in the United Siatest A. P. Gustafson, G. H. Guise, 
W. J. Hamilton, Jr. and H. Ries (Cornell University). Comstock 
Publishing Co., Ithaca, N. Y., Sd edition, 1949. 

Conservation in the United States is the third edition of a textbook 
that was first published ten years ago. It describes the extent and 
use of our natural resources, and as the title implies, gives particular 
attention to future supply-demand relationships. The book is in- 
terestingly written, well-organized with a good index, and enlivened 
by more than maps, charts, and illustrations. Many of the pho- 
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tographs were taken by the authors and contribute to the impres- 
sion that this book is a personal account of the conclusions reached 
after many years of study and observation. 

Following a brief introduction and a chapter devoted to the de- 
velopment of conservation movements in this country, the book is 
divided into four sections written, apparently, by the four authors 
in the order in which they are listed on the title page. The first 
section deals with soil and water resources; the second with forests, 
parks, and grazing lands; the third with fish and wildlife; and the 
last with mineral resources. The chapters pertaining to soil resources 
describe the geologic origin of soils, the distribution of soil types in 
the United States and the related types of farming, the nature and 
extent of soil depletion and erosion, and the various methods and 
programs for soil conservation. In a general way, this treatment of 
soil resources characterizes the discussion of the other resources 
as well. In each case, the authors present an inventory of the 
resource, the uses for which it is valuable, the extent of its deple- 
tion, and the possibilities tor its conservation. The result is a book 
adapted for general use in college-level courses in land economics 
or resource conservation. 

The principal shortcomings of this book are those of omission. 
In its 512 pages — ^approximately 100 pages more than in the first 
edition — ^the authors discuss a great variety of subjects, frequently 
in some detail. As a consequence, certain topics are not treated as 
fully as some readers may expect. The 21 pages devoted to western 
range resources, for instance, contrast with the 41 pages describing 
fish and fisheries, and the 52 pages relating to game, fur, and other 
wildlife resources. Little or no attention has been given to such 
land-use programs as the submarginal land purchase and resettle- 
ment programs, rural zoning, land-use planmng, and the AAA 
incentive programs for soil improvement. There is no discussion of 
land as space, or of the land requirements for transportation and 
urban uses. 

The authors are primarily interested in the physical aspects of 
resource utilization, but it would seem that a discussion of conser- 
vation requires more than passing reference to property rights. 
Arid-region water resources, for instance, are adequately represented 
as a scarce and valuable resource, but little attention is given to the 
elaborate legal doctrines by which those resources ai*e allocated, 
used, and conserved. Comprehensive treatment of conservation 
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also seems to demand some mention of onr most important re- 
source — ^people — and the resource problems resulting from popula- 
tion growth and distribution. 

By treating the various natural resources successively and inde- 
pendently, the authors have avoided— and failed to answer — some 
of the most troublesome questions of conservation. By one defi- 
nition at least, conservation is a rationing process involving a 
choice between dissimilar alternatives. Within limits it is not possi- 
ble to save one resource without increasing the burden on others. 
This book competently demonstrates that we should preserve our 
soil, water, trees, and minerals, but it does not indicate how we are 
to warm our homes without using coal, fuel wood, natural gas, 
petroleum, or some other natural resource. In discussing the de- 
struction of agricultural land in strip-mined areas, the authors 
come close to disagreement because they are considering soil 
resources in one context and minerals in another (p. 168 f., and 
p. 434). The fact that “best land use” implies alternative possibil- 
ities which must somehow be weighed and compared by a com- 
mon standard of evaluation is inadequately acknowledged. 

An economist will note that this entire book on conservation 
makes only casual reference to the economics of resource utiliza- 
tion. In discussing forestry, for instance, there is no mention of the 
time required to produce a timber crop, or the compounding of 
interest, taxes, and other costs with which a forest owner must 
reckon, or the various reforms in forest taxation which have at- 
tempted to make timber growing economically feasible. The pos- 
sibility of conserving forests — or any other resource — will often 
depend on such economic considerations, or upon the fact of public 
ownership, public expenditure, or police power regulation. These 
elements are no less important than physical and technological 
factors in determining the use and conservation of our natural re- 
sources. 

C. W. Loomer 

University of Wisconsin 

Forest Farming and Rural Em'ploymenty Charles H. Stoddard, 

Washington, Charles Lathrop Pack Forestry Foundation, 1949, 
Pp. ^9. 

Forest farming has been suggested at various times as a means 
of (1) increasing total timber production, (8) securing better forest 
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management on private lands, and (3) providing employment for 
rural people. This study presents an excellent analysis of the oppor- 
tunities for and the limitations of forest farming. 

The forest farm is defined as “a unit of land and timber with a 
combination of tillable land, forest growing stock, and capital equip- 
ment sufficient to sustain full-time employment with forestry as 
the major activity, for one family, with a minimum of two men of 
working age. A full-time forest farm would provide two men 350 
days of forest work a year wdth subsistence farming incidental 
thereto.’* 

It is estimated that a full-time family-type forest farm would 
require an annual cut of about 500 cords or 330,000 board feet of 
logs where the workers cut, skid and haul the timber. Where the 
workers do not skid or haul their cut timber, an annual cut of 750 
cords or 500,000 board feet is required. If a sawmill is operated in 
conjunction with the logging enterprise, an annual output of 150,000 
to 300,000 board feet will provide two men with full employment. 
These production requirements necessitate minimum forest farm 
areas of 1,000 to 3,000 acres (800 to 1,500 acres if a sawmill is 
operated) in the northern Lake States and areas about a third less 
than this size in the South. Estimated capital requirements for a 
full-time forest farm range from $35,000 to $70,000 

The author’s analysis is based largely on case studies made in 
northwestern Wisconsin and in southwestern Arkansas. He uses 
these data to indicate that forest work provides a promising source 
of rural employment. He also examines the financial possibilities 
for successful forest farming in these areas and finds that it can be 
a profitable business. At the same time, however, he concludes that 
the prospects for forest farming are limited by a number of impor- 
tant factors. Among these limiting factors are listed, the scarcity 
of available lands adequately stocked with forest growth, high 
capital requirements, lack of managerial talent, lack of interest 
and incentive for forest farming in areas where stumpage is readily 
available from other private or from public lands, and the relative 
inefficiency of family-sized operations as compared with large- 
scale commercial logging. 

The importance of tkese limiting factors leads the author to 
conclude that “it seems unlikely that full-time forest farming will 
take a large place in the rural economy of either of the regions stud- 
ied. Part-time forest employment to supplement other farming ac- 
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tivities appears more applicable to the needs of the resident popu- 
lation and the prevailing level of social and economic development.” 

A number of public measures now in effect and designed to 
foster the advancement of forestry by small owners are briefly 
discussed in the flnal section. While the author is appreciative of 
the results achieved, he argues that “the various public programs 
have barely scratched the surface” in getting small operators 
interested in actually practicing forestry. To remedy this situation 
he argues that the public aid programs could and should be 
strengthened by offering “complete forest management service” 
to small and nonresident owners. 

Raxeigh Baklowe 

Cooperative agent, Michigan 8lMe College and 
Bureau of Agricultural Economics, 

Historical Sociology: Its Origin and Development Theories of Social 
Evolution from Cave Life to Atomic Bombing. Harry Elmer 
Barnes. New York, Philosophical Library. Pp. x & 186. $3.00. 

The well known historian of social ideas presents here a new 
cross-section of the history of social thought. He surveys the kinds 
of interrelationships, whidh have existed between sodology and the 
various concepts of history, such as Parallelism, Diffusionism, 
Determinism, etc. Moreover, he passes judgment upon many of 
such systems, rejecting the following two ways of looking at these 
problems: fl) The “skepticism” of Hobhouse and Ginsberg, who 
for example deny any interrelationship between economic structure 
and form of government and who, Barnes says, divide the forms of 
life of primitives arbitrarily and obtain from their studies what 
they had assumed at the outset in their preliminary classifications 
(p. 57); (3) The constructions of Spengler — a revival of romantic 
organicism (p. 106); Toynbee — ^an uncritical “Theodicy” (pp. 107f.) ; 
and Sorokin with his subjectively constructed categories and his 
attempt “to measure the immeasurable” (p. IIS). In contrast to 
such persons Barnes finds merit in Howard Becker’s work in the 
history of methodology (p. 3), Briffault’s comparative method 
based on empirical material (p. 90), Max Weber’s ideal type method 
(p. 60), and Boas’ combination of parallelism and diffusionism 
(p.'2^5). . . . ^ 

One might expect in a book which deals with so many theories 
that many of them would be incorporated incorrectly into the 
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historical sequence. But actually one can only find two such mis- 
takes: (1) Ranke and his school (p. 1^) have actually been of no 
importance in the development of sociological thinking. Rather 
this school has recognized only the existence of a history of foreign 
politics or insofar as they have taken the existence of social phenom- 
ena into consideration they were explained as caused by inter- 
national relations. By so doing this group has actually hindered 
the development of a sociological thinking in Germany; (^) 
Bachofen was of far greater importance than appears in this book 
(p. 86) since he combined German Romantic interest in the 
original and often irrational feeling of people with parallel develop- 
ment and by that way has been of great influence on such persons 
as Frederic Engels and Karl Marx. Except for contesting these 
two points the reviewer must praise the correctness of the historical 
explanation and of the methods recommended. Especially is Barnes 
right in insisting that historically structured sociological systems 
are competent insofar as they are based on empirically collected 
material, systematized according to “ideal types.” Barnes likewise 
is right in arguing that the latter may be used only it they are con- 
sidered auxiliary constructions rather than metaphysical entities 
which some social theorists claim them to be. Actually, as Barnes 
points out, such “entities” are of purely subjective character. 

Paul Honigsheim 

Mickigan State College 

Report of the FAO Mission for Siam, Food and Agriculture Organi- 
zation of The United Nations, New York: Columbia University 

Press, 1948, Pp. 125. $1.50. 

In this report, which was a result of three months intensive study 
of the economic and technical problems involved in the develop- 
ment of the agriculture and forest resources of Siam, the Mission 
specialists jointly present their recommendations regarding (1) 
Agricultural production, (2) Irrigation, (3) Control of rinderpest, 
(4) Forestry, (5) Economics of agriculture, (6) Agricultural statistics 
and (7) Agricultural services. To the agricultural economists, the 
chapter on Economics of Agriculture is particularly interesting. 
Here the investigators firmly grasp the importance of the rice 
economy of Siam, properly analyze it in the order of “Production 
Problem s,” **MaAe ting and Distribution of Rice .” “Agricultural 
Credit ,” ‘Xand Tenure” and “CauperativeProgcain”; and finally 
conclude wifETa “Pla n of Agricultural Developme nt.” 
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The recommendations, 1^8 in number, are too numerous to 
quote in length. By and large, they are technical in nature. Por this 
reason, however, they seemed to lack a clear-cut general outlook. 
The Mission recommended many things that would apply equally 
to almost any country without inquiring adequately into the causes 
of the present situation. The Mission also tended to avoid issues 
that involve political and social complications. For instance, it is 
no secret that the financing of the suggested program of agricultural 
development counts heavily on the profit from the export of rice 
under the monopoly of the Siamese government. The Mission, 
however, tried not to commit itself to the export monopoly as a 
system. It said that it does not feel qualified to advise upon such a 
policy. 

At any rate, the programs of rice breeding, of fertilizer experi- 
ments, of rinderpest control, etc., are undoubtedly desirable; 
but if the programs had to move onto a social level such as distrib- 
uting irrigation water or providing low-cost credit for tenant 
farmers, the reviewer feels that some of the recommendations would 
need further analysis. 

B. K. Sha.o 

TJnwetsiiy of Wisconsin 

Agricultural Extension Education in Poland^ 1918-1939 ^ Boleslaw J. 

Przedpelski, New York: King’s Crown Press, 1948, Pp. x, 139. 

The author states in his introduction that one of the pertinent 
objectives for this brief work is that of acquainting the rural worker 
with the Polish Educational Agricultural Movement that occurred 
between the two wars. This he proceeds to do on the descriptive 
level with great economy. The work is initiated with a brief histori- 
cal summary of Poland and Polish agriculture, with emphasis on 
the various partitions and the eventual founding of the modem 
Polish State. Succeeding chapters are devoted to continued brief 
treatments of agricultural organizations in Poland; Chambers of 
Agriculture, units of agricultural self-government which are given 
central importance in agricultoal adult education; the relationships 
of such Chambers to agricultural colleges and educational training 
centers for rural workers; general problems related to the develop- 
ment of agricultural extension education; a summary of statistics 
about Polish extension work; and a final chapter of summary com- 
ments with several references to the philosophy of extension work 
as it exists in the United States. 
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The core of this work is the descriptive treatment of the organiza- 
tional structure of Polish Extension education, with the Chamber 
of Agriculture as the principal functional unit. The author points 
out the democratic aspects of this self-governing local unit centered 
in each province, with each province consisting of eight to twenty- 
seven counties. On the county level extension work was handled 
by general purpose voluntary agricultural organizations. Problems 
connected with such an organization included the lack of national 
and local integration, the weak relationships with agricultural 
colleges, and the difficulty of training and maintaining properly 
trained personnel. The principal educational method is described 
as that of the organization and management of small farms for 
demonstration and training purposes. 

The author agrees with American students in that extension work 
is a socio-educational process. However, since this treatment is 
largely given to organizational structure, the reader may look in 
vain for more portrayal of the dynamic social and economic aspects 
of the Polish system which influenced people and local institutions. 
As a result, one tends to be lost in the organizational complex. A 
case treatment of a typical extension situation, for example, would 
have been helpful. Yet, since increasing interest is mamfested 
throughout the world relative to extension work with rural people, 
this work adds, in spite of its brevity, to the knowledge with respect 
to adult education programs in rural areas. 

Paul A. Millee 

MiMgan StaJte Cdlege 
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NEWS NOTES 

The American Institute of Cooperation is conducting two workshops at 
the University of Wisconsin, Madison, Just preceding the institute’s annual 
summer sessions, August to 26. The first, from Aug 8 to 19, is for teach- 
ers on a graduate level with Professor E. A. Perregaux of the University of 
Connecticut as chairman, and Prank Eobotka of Iowa State College 
discussion leader. The second, from Aug, 15 to 19 is for extension workers 
with Professor W. H. Dankers, of the University of Minnesota, as chairman 
and Professor L. A. Sevan, Director of Extension at New Hampshire 
discussion leader. 

A Southern Regional Summer School in Agricultural Marketing will be 
held at North Carolina State College, Raleigh, from June 16 to July 29, 
1949. With the assistance of the General Education Board, ten fellowships 
for graduate students and ten scholarships for undergraduate students 
have been made available Professors Marvin A. Schaars of Wisconsin and 
Geoffrey Shepherd of Iowa will be visiting faculty members. Special lec- 
turers also will be invited to participate. 

A number of administrative changes have been made at Michigan State 
College, Dr. Herman J. Wyngarden, Head of the Department of Econom- 
ics, will become Dean of the School of Business and Public Service on July 
1, 1949, On the same date, the Section of Agricultural Economics is to be 
transferred to the School of Agriculture to become part of a new depart- 
ment, which is also to include the Department of Farm Management. 

The Department of Economics is to be transferred from the School of 
Science and Arts to the School of Business and Public Service. 

The New York Milkshed Price Committee submitted its report on the 
pricing of Class I-A milk at a meeting at Syracuse, New York, Peb. 21, 
1949. Copies of the complete text of the report of the New York Milkshed 
Price Committee are available upon request from Dr. C. J. Blanford, 
Market Administrator, New York Metropolitan Milk Marketing Area, 
205 East 42nd St., New York City. Members of the committee were ap- 
pointed by Dr. Blanford from Cornell, University of Connecticut, Uni- 
versity of Vermont, New York University, Pennsylvania State College, 
St. Lawrence University, and Columbia University. They worked on the 
report from November, 1947 through January, 1949. Dr. P. P. Hill, 
Professor of Land Economics, Cornell University, was chairman. 

A bulletin recently released by the Bureau of Agricultural Economics is 
the first publication to ^ve a complete statistical series of estimates of 
bearing fruit acreages by crops and by states. It covers the years 1919-46 
and is the result of several years’ research in which available data were 
supplemented with additional surveys to arrive at rehable estimates. 

Statisticians in the Bureau of Agricultural Economics have undertaken 
an investigation of the problems of estimating local-market supplies of 
vegetables for metropolitan areas. The Bureau’s present estimates of 
commercial vegetable production do not cover all of the local-market 
segment of this production. 

The students in the Departments of Agricultural Economics and of 


380 



News Notes 


381 


Agricultural Administration at Mississippi State College liave organized 
a student section of the American Farm Economic Association. The officers 
are: W. O Davis, president; L T. Jones, vice-president; R. E- McCollum, 
secretary-treasurer; and B. D. Jordon, reporter. Professor John C. Redman 
of the Department of Agricultural Economics is faculty advisor. 

The Division of Field Crop Statistics of the Bureau of Agricultural 
Econonucs has begun the basic work of setting up the nation-wide wheat 
acreage survey which is to be made m June. 

Ernest Ahrendes has returned to Montana State College after spending 
several weeks at Kansas State College for the Bureau of Agricultural 
Economics in studying the economics of feeding wheat to hvestock. 

John F. Alexander, working on a rental arrangement study; and John 
R. Shillinglaw and J. A. Smith assisting with a regional potato marketing 
project, have been added to the staff of the Department of Agricultural 
Economics and Rural Sociology as Assistant Agricultural Economists at 
Clemson Agricultural College, They are February graduates of Clemson. 

Chfford Alston, Extension Marketing Specialist, University of Arkansas, 
is working toward a M.S, degree in business management at Cornell 
University. 

Keith W. Amstutz, who completed his work for a M.S. at Purdue in 
February, has accepted a position as fieldman in the Illinois Farm Bureau 
Farm Management Service. 

M. E. Andal, Agricultural Economist, Department of Agriculture, 
Ottawa, was the recipient of an Agricultural Institute of Canada scholar- 
ship and for the past year has been on leave of absence at Michigan State 
College where he has been taking graduate work. 

Miss Elna Anderson, an Agricultural Economic Statistician, who had 
been on the staff of the Bureau of Agricultural Economics in the Division 
of Statistical and Historical Research for 26 years, died February IS, 
following a fall in her home in Alexandria, Va. 

Mr. Olav V, Anderson, formerly with the Bureau of Agricultural Eco- 
nomics, has been appointed a member of the staff of the Fats and Oils 
Section, International Commodities Branch, Office of Foreign Agricultural 
Relations. 

Wilham Barr, Associate Professor of Farm Management, Pennsylvania 
State College, is on leave completing requirements for a doctorate in farm 
management at Cornell. 

W. K. Bing resigned as Associate Professor at Kansas State College to 
accept a position with the Bureau of Agricultural Economics, Washington, 
D. C. 

William Black has been employed by the North Central Regional Dairy 
Marketing Committee, and is stationed at the University of Wisconsin, 
Madison. Professor Geoffery Shepherd is chairman of the regional com- 
mittee. 

M. C. Bond began sabbatical leave from Cornell University February 
1. For two months he traveled through southern U, S. and Mexico and 
studied marketing for frmts and vegetables. He began work April 1 with 
the Federal Extension Service in Washington, D.C. 
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A. J. Boudreau, formerly ou tlie staff of the Ecouoinics Department of 
‘the Superior School of Agriculture at Ste. Anne de la Pocatiere, Quebec, 
has been appointed a member of the Federal Civil Service Commission 
at Ottawa. 

Glenn O. Bressler has returned to Pennsylvania State College where he 
will be a member of the staff of the Poultry Department. He has completed 
requirements for a Ph D. degree in farm management at Cornell. 

Royal Jay Briggs, head of the Department of Social Sciences at Central 
Missouri State Colleges, Warrensburg, Mo , has completed the require- 
ments for a Ph.D. at the University of Missouri. 

Henry M. Brown has transferred to the Washington office of the Bureau 
of Agricultural Economics from the Agricultural Estimates office at Ra- 
leigh, North Carolina. He is working on estimates of cotton and other 
fiber crops. 

Alvin G. Carpenter, Extension Economist, has been transferred to 
administrative work as Assistant Extension Director at the Utah State 
Agricultural College, Logan. 

L. Wayne Cochran, former Research Assistant at the Gianmni Founda- 
tion, University of California, has joined the staff of the Citrus Frmt Divi- 
sion, Fruit and Vegetable Branch, Production and Marketing Administra- 
tion, United States Department of Agriculture. 

T. K. Cowden, Vice-President of the American Farm Economic Asso- 
ciation, has accepted an appointment as head of the new Department 
of Agricultural Economics, Michigan State College, effective about May 
1, 1949. Dr. Cowden has been Director of Research, American Farm 
Bureau Federation, for the past six years. 

L. C. Cunningham will be in Chicago during his sabbatical leave from 
Cornell University from February 1 to July 1, He wiU make an economic 
study of the commercial feed industry. 

Subhas Dahr has completed requirements for a Ph.D. degree in land 
economics at Cornell University He will work with FAO in Washington, 
D. C. for a few months before returning to India. 

HerreU DeGraff has taken an eight month sabbatical leave from Cornell 
University. He is in Mexico studying agricultural conditions for the 
Rockefeller Foundation. 

T. E. Doak has accepted the position of Assistant Dean of the College of 
Agriculture and Assistant Director of Experiment Station, University of 
Missouri. Mr. Doak has completed requirements for a doctorate in prices 
at Cornell University. 

Ralph Eastwood, who has been with the Farm Credit Administration, 
Washington, D. C. has accepted a position with the Cooperative Grange 
League Federation in Ithaca, New York. 

Marven FaireU, who recently completed work for Ph.D. at Harvard, 
has joined the staff of the Economics Department, Ontario Agricultural 
College, Guelph, 

Rudolf Freund has joined the staff of the Department of Agricultural 
Economics on a joint basis with the Division of Social Studies, University 
of North Carolina. Dr. Freund will teach courses in agricultural policies. 
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land tenure, and agricultural industries. Dr. Freund received ids under- 
graduate and graduate training in Germany and was associated with the 
University of Virginia prior to accepting a position at N. C. State College. 

Dr. Charles D. Hyson and Mr. Ayers Brmser, until recently on the 
Economic Staff of the Federal Reserve Bank of Boston have joined the 
Agricultural Marketing Research Staff of Harvard University. 

Milton C. Gay retired as economist in charge of the Fruit and Vegetable 
Section, Cooperative Research and Service Division, Farm Credit Ad- 
mimstration on January 22. Mr. Gay was for many years extension market- 
ing economist in Georgia and later the southern representative of a large- 
scale cooperative marketing fruits and vegetables. 

Sidney Gershben has joined the staff of the Bureau of Agricultural 
Economics, Washmgton, and is assigned to the Division of Statistical 
and Historical Research, Fats and Oils Section. 

Charles M. Hardin, of the Political Science Department of the Univer- 
sity of Chicago, will serve as a special consultant in the Office of the Secre- 
tary of Agriculture during April, May, and June, 1949. 

Chfford M. Hardin has been appointed Director of the Michigan Agri- 
cultural Experiment Station, effective July 1, 1949. He has been assistant 
director for the past year, and previously had been Chairman of the 
Section of Agricultural Economics. 

V. B. Hart, Cornell Umversity, has been appointed by the Secretary 
of the Treasury as a member of the National Agricultural Savings Bond 
Committee. 

Cecil B. Haven has accepted a position of Assistant Professor in Agri- 
cultural Economics at the North Dakota Agricultural College. He is 
teaching courses in farm management and production economics and is in 
charge of research in the same ffeld. He has been granted leave for the 
spring term of 1949 to complete his Ph,D. thesis at Iowa State College. 

Harry C. Hensley retired as principal agricultural economist in the 
Fruit and Vegetable Section, Cooperative Research and Service Division, 
Farm Credit Administration, on February 1, 1949. Mr. Hensley for several 
years served as comity agent, district agent, and extension economist in 
marketing m Missouri. 

Louis F. Herrmann has recently returned to the Bureau of Agricultural 
Economics from five years on the staff of the National Cooperative Milk 
Producers* Federation. Dr. Herrmann is in charge of research on dairy and 
poultry marketing m the Division of Marketing and Trangiortation Re- 
search. 

F. F. Hill, head of the Department of Agricultural Economics, Cornell 
University, was in England during January studying the agricultural 
program of the United Kingdom for the Economic Cooperation Adminis- 
tration. 

Asher Hobson, University of Wisconsin, was recently elected Chairman 
of the Board of Trustees of the American Institute of Cooperation, succeed- 
ing Dean W. L Meyers of Cornell. 

M. N. Huda has completed requirements for a Ph.D- degree at Cornell. 
He plans to obtain training with the Bureau of Agricultural Economics in 
Washington, D. C. before returning to Pakistan. 
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Alfred H. Jolmson has been appointed Assistant in Research in Agri- 
cultural Economics, Rhode Island State College, He is working on Egg 
Markeling, 

Neil W. Johnson, recently Assistant Head of the Division of Farm Man- 
agement and Costs, Bureau of Agricultural Economics, was appointed 
Special Assistant to the Administrator of the Agricultural Research 
Administration in charge of the new Central Project Office of the United 
States Department of Agriculture. 

Paul E. Johnston, University of Illinois, has been granted leave of 
absence and has joined Overseas Consultants Inc. to aid in a study of 
economic conditions m Iran. He is in charge of a group of five agricultural 
men who arrived in Iran February 8 for four months. 

J. R. S. Jorgens, who took graduate work at Washington State College, 
has joined the staff of the Economics Division of the University of Alberta, 
Canada, 

M. S- Eiendnck, on leave from Cornell University until September 1, 
is doing research and writing in taxation. 

Walter E. Larmie has been appointed Assistant Extension Instructor 
in Marketing at Rhode Island State College. He is working on a coopera- 
tive project on the marketing of fruits and vegetables. 

Mam C, Leager, for twenty years a member of the staff of the Basic 
Division, died on December 6, 1948. For the past several years Dr. Leager 
had been a joint member of the Department of Agricultural Economics 
and the Division of Social Studies, University of North Carolina. His field 
of interest was farm finance. 

Myron W. Madison, Illinois ’39, has joined the staff of the University 
of Illinois as first assistant in agricultural economics. He has been a field- 
man in the Farm Bureau Farm Management Service and will help coor- 
dinate the work of the fieldmen m his new position. 

James O. Maddox has been appointed to the staff of the American Basic 
Economic Corporation, which is financed by Nelson Rockefeller and 
Associates, to assist in the development of a habilitation loan program 
in South America, beginning in Venezuela. 

John N. Mahan resigned from the Department of Agricultural Econom- 
ics, University of North Carolina, to accept a position with the Tennessee 
Valley Authority. Mr. Makan was a joint employee with the Bureau of 
Agricultural Economics on a regional dairy marketing research project. 

W. W. McPherson, who has been pursuing graduate work at Harvard 
University, has joined the staff of the Department of Agricultural Econom- 
ics of North Carolina State College. Mr, McPherson was formerly an 
employee of the Bureau of Agricultural Economics. He will divide his 
efforts between teaching and research in farm management. 

W. I. Meyers, Dean of Agriculture, Cornell University, has accepted 
an appointment to the board of trustees of the Carnegie Institution of 
Wa^gton, Washington, D. C. Dean Meyers is also chairman of the 
National Agricultural Savings Bond Committee. 

Wm. H. Nicholls of the Department of Economics, Vanderbilt Uni- 
versity, delivered on March Slst the first address before the newly or- 
ganized Social Science Seminar at Mississippi State College. 
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James Miles, Associate Economist, Marketing Eesearch, Clemson 
Agricultural Coflege, is working on a doctor’s degree in marketing at 
Cornell University. 

E. G. Misner of the Department of Agricultural Economics, Cornell 
University, is on leave. 

Clyde Mitchell has resigned from his position as president of the New 
Korea Company and is now at Harvard University preparing a report and 
analysis of the program developed under his administration, wMch sold 
back to the farmers of Korea 1,500,000 farms that had earlier been taken 
over by the Japanese Development Company. 

Dr. J. L. Paschal has rejoined the staff of the Bureau of Agricultural 
Economics, with headquarters at Fort Collins, Colorado. He recently 
spent 6 months in Alaska and is now engaged in a study of phosphate 
fertilizers in Western States. 

Reed A. PhiUips has returned to the Bureau of Agricultural Economics, 
Washington, after an absence of several months. He heads the research on 
marketing of livestock in the Division of Marketing and Transportation 
Research. 

Clarence E. Prentice has been appointed assistant professor (Extension) 
at Michigan State College. He will specialize in grain, bean, and sugar 
beet marketing. He was formerly county agent in Sanilac Coimty, Michi- 
gan. 

A. E. Richards, Principal Economist, Economics Division, Dept, of 
Agriculture, Ottawa, is a member of the Canadian delegation that will 
be meeting for a period of some months at Annesy, France, in coimection 
with an extension of trade agreements originally drafted at Geneva and 
Havana in 1947, 

Marvin A. Schaars, University of Wisconsin, will be on the staff of the 
North Carolina School of Agriculture and Forestry, Raleigh, for the sum- 
mer session teaching two courses in agricultural marketing. 

A. Z. Sheira, on leave from the Bureau of Agricultural Economics, 
Ministry of Agriculture, Cairo, Egypt, completed his M,S, degree in agri- 
cultural policy at the University of Illinois, and is continuing his graduate 
work in Agricultural Economics at Cornell University. 

Edward J. Snuth, formerly graduate assistant, has accepted a joint 
appointment with the Wisconsin Agricultural Experiment Station and 
the Bureau of Agricultural Economics, and will study the farm manage- 
ment problems in making and utilizing grass silage. 

Thomas D. Spivey has transferred from the Bureau of Agricultural 
Economics, Washmgton, to the Tobacco and Tropical Products Division, 
International Commodities Branch, Office of Foreign Agricultural Rela- 
tions, where he will work on statistics of tropical products. 

Hugh L. Stewart has been appointed Assistant Head of the Division of 
Farm Management and Costs, Bureau of Agricultural Economics. This is 
in addition to his leadership of the Western Agriculture Section of the 
Division. 

Proctor Thompson, Research Associate in Agricultural Economics at 
the University of Chicago, will jom the faculty as Assistant Professor of 
Economics and Education, beginning in October, 1949. 
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Ralph D. Tompkin has joined the staff of Iowa State College after com- 
pleting requirements for a M.S. degree at the University of Dlmois. 

A, H. Turner, formerly Director of Research, Department of Coopera- 
tion, Province of Saskatchewan, has joined the Economics Division, 
Department of Agnculture in Ottawa, where he will have charge of mar- 
keting research. 

P. L. Underwood, formerly of Virginia Polytechnic Institute, has joined 
the staff of the Department of Agricultural Economics at the Oklahoma 
Agricultural and Mechanical College, Stillwater, and is now doing teachmg 
and research in farm management. 

Richard Wheeler, in charge, and W. Herbert Brown and Ernest N. Gould 
are the research staff working on the project in Dairy Farm Management 
under a grant from the Charles H. Hood Foundation at Harvard Univer- 
sity. The project has recently been expanded to include a study of daiiy- 
woodland combination farming in the farm-forest margin. 

Clyde Z Willis has transferred to the Washington office of the Bureau 
of Agricultural Economics from the Agricultural Estimates office at 
RaJei^. He is working on estimates of peanuts. 

Martin Young has returned to the Fruit and Vegetable Branch Produc- 
tion and Marketing Administration, USDA, and has been assigned to the 
Dried Fruit Division. He recently returned from two years in Korea where 
he was Chief and later Adviser to the Korean Chief of the Bureau of 
Agriculture in Kyong Sang Namdo Province. 



MEETING OF THE EXECUTIVE COMMITTEE 
CLEVELAlSnO, OHIO 

December 30, 1948 

Present: Murray, Wells, Hobson, Waite, AUin, Cowden, Wellman, Norton, 
and SimerL 

W. G. Murray opened the meeting and presented ins report as President 
for 1948, and it was accepted. L. J. Norton reported that tbe tellers liad re- 
ported to him that the following were elected as oflGicers for 1949 • President, 
Oris V. Wells, Bureau of Agricultural Economics; Vice-Presidents, Bush- 
rod Allin, Bureau of Agricultmal Economics, and Thomas Cowden, Ameri- 
can Farm Bureau Federation; Secretary-Treasurer, L. H. Simerl, 
University of Illinois. 

This was accepted and made a matter of record. Murray suggested that 
various departments of agricultural economics be notified of the new 
oflficers and of the dates of the 1949 annual meeting. 

President Wells took the chair. An agenda for the meeting was presented 
and adopted. The past Secretary-Treasurer presented his annual report 
and the report of the Investment Committee, These were accepted. He 
also submitted the auditor’s report which was accepted. 

The following resolution was adopted: 

‘^RESOLVED, that the Secretary-Treasurer, who is also chairman of 
the Investment Policy Committee, be and is hereby authorized and em- 
powered for, and in the name and on behalf of this Association to take 
any and all such steps, and to do any and all such things as may be 
necessary, required, and appropriate for, or in connection with, the 
purchase, acquisition, acceptance, handling, pledging, sale, or other 
disposition of stocks, bonds, and other securities belonging to the 
Association or pertaining to its business including the execution and de- 
livery for and in the name and on behalf of this Association, or any and 
all endorsements, transfers, and assignments of certificates of stocks, 
bonds, or other securities standing in the name of this Assodation, 
either for the purpose of sale or transfer, and all such other steps and 
action as may be necessary or proper in connection therewith.” 

The Champaign National Bank of Champaign, Illinois was designated 
as depository of the Association's funds. 

The Committee approved a motion to provide for the bonding of the 
Secretary-Treasurer and his secretary. 

The Editor presented his report which was accepted. The following reso- 
lution was unanimously adopted: The Committee on behalf of the Associ- 
ation expresses its commendation of the excellent work of Dr. Warren C. 
Waite as Editor of The JouBNAii of Fabm Economics. 

Walter W. Wilcox was appointed Editor of The JomtNAi* of Fabm 
Economics, for the ensuing year. A sum of seven hundred and fiypty dollars 
was appropriated for technical editorial services (subject to review by the 
Executive Committee in August). The Editor was authorized to appoint 
two Assistant Editors. 
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A budget was adopted as follows: 

Pro Forma Budget for Twelve-Month Period 


Income 

Dues . • ♦ $11,030 

Back numbers sold 1 » 000 

Eeprints sold .... . ^00 

Dividends and interest . . ^,000 

Advertising . . . . 100 

Total . $14,430 

Expenses 

Printing the Journal. . $9,000 

Keprints 000 

Annual meeting . . . 500 

Back numbers . ^00 

Best article award. .. . 100 

Editorial expense . . . 750 

Executive Committee . . 300 

Library custodian.. .. ... . ^5 

OflB.ce supplies . . 120 

Postage and wires. ... . 200 

President’s expense 150 

Secretary’s expense 1,550 

Materials for agricultural policy volume 300 

Index 150 

Contingent reserve . ... . 185 

Total $14,430 


A sum of $1,500 was appropriated to defray a part of the costs of steno- 
graphic and clerical services in the office of the Secretary-Treasurer. 

The Committee agreed to present to the members of the 1949 annual 
meeting the proposition of charging a registration fee of $1.00 at subse- 
quent annual meetings 

It was agreed that extra copies of the 1949 Proceedings issue of the Jour- 
nal would be made available to the Western Farm Economics Association 
at a reasonable cost to be determined by the Editor and the Secretary- 
Treasurer of the American Farm Economic Association and the President 
of the Western Farm Economics Association. 

The consensus of opinion of the Executive Committee is that: (1) The 
program suggested by the Special Awards Committee is too ambitious to 
be administered efficiently, at least in the first year; (2) the undergraduate 
essay proposal is impractical of administration; and (3) that the topic of 
agricultural policy should not be used for at least another year or two. 

It was agreed that necessary expenses incident to the meritorious awards 
be met from the awards fund. 
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For the first year awards were approved as follows: 


I Published report of research 

A. First award $ 500 

B. Special awards, three at $100 each SOO 

n. Doctor’s thesis 

First award ^50 

B. Special awards, two at $100 each ^00 

Total $1,250 


Beports of research submitted must bear a publicatiou date of 1946, 
1947, or 1948, and be readily available in quantity* Each of the awards in 
this group shall be m different fields. 

Doctor’s theses submitted for awards must have been accepted by the 
student’s institution during the three years 1946, 1947, and 1948. Theses 
shall be submitted through the appropriate department head at each insti- 
tution and only one thesis shall be“accepted from each institution. 

No paper shall receive more than one award, but a published Doctor’s 
thesis may be submitted in both classes. 

For some time the Association has accepted graduate students as junior 
members. In order to provide definite constitutional authorization for this 
practice the Committee agreed to submit the following amendment to the 
members: “The Executive Committee may establish a junior membership 
open only to graduate students. The annual dues for such membership shall 
be $3.00 per year.” 

The Committee approved the participation in joint sessions with the 
American Economic Association in New York in 1949. The President was 
authorized to proceed with necessary arrangements. 

It was recommended that the President appoint a marketing committee 
to work with the American Marketing Association. 

The 1949 annual meeting will be held at the University of Wyoming, at 
Laramie, August 17 to 20. 

The Executive Committee authorized the President to appoint a Mem* 
bership Committee. 

The members of the Executive Committee present unanimously agreed 
to hold the 1950 annual meeting at Montreat, North Carolina. 

L. H. SiMERti, Secretary-Treasurer 
Oms V. Wells, President 
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RUBAL HEALTH AND THE TRUMAN PLAN 

Calvin W, Stimman* 

Chicago, Iflmok 

A PROPRIETARY interest in “problems” seems to be one 
facet of our society, organized as we are into so many vocal 
interest-groups. The pattern seems to be to stamp a problem with 
one’s adjective, and then to repel boarders. For instance in the 
matter of medical care, Fishbein says:^ 

“The medical profession has insisted with remarkable unanimity that no 
other group except physicians is really entitled to say how medicine should 
be practiced, for only the physicians axe competent by trainmg and ex- 
perience to judge adequately the quality of medical care. There is no 
critenon of adequate medical care except the quality of the care that is 
rendered.” 

One wonders whether there is not something to be said also for 
the quantity of medical care, and for the matter of allocation of the 
various qualities and quantities among all those persons who may 
be in need of medical care. Another view is Falk’s:* 

“Social and economic health measures are directed primarily to the effec- 
tive organization of health facilities and to the adequate provision of 
health services. They are only secondarily concerned with the technology 
of medicine. The content of medicine is the physician’s domain. But the 
circumstances under which he practices and his economic relation to society 

The writOT wishes to express his appxedaiion for aid in preparation of this 
paper from Elin Anderson, Michael Davis, Lynn Doctor, I^eonard Engel, Erven 
Long, and Louis S Reed. 

^ Morris Eishbein, M.D., “The Doctor and the State,” in The Medical ProSgesion 
and the PuUze, American Academy of FoHtiod and Social Science, Fhiladelphia, Pa., 
1984, p. 88. 

* I. S. Ealk, “An Introduction to Kalional Problems m Medical Care,” Law 
and Contemporary Prohlemet Vol, VI, No. 4, Autumn 1939, p. 500. 
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or to the individual patient are problems of organization, problems in the 
public domain in 'which the physician is only one among many who are 
vitally interested,” 

Research into the economic problems of medical care, and propo- 
sals for reform from within and without the ranks of the profession, 
have met the hostility and opposition of the most articulate seg- 
ments of organized medicine. (The Physicians Forum and the Com- 
mittee of Physicians for the Improvement of Medical Care, for 
example, have supported such reforms.) Each new development in 
public health has been bitterly fought;^ voluntary and philanthro- 
pic organizations interested in human welfare have been objects of 
suspicion^ and attack.® Yet despite this apparently automatic re- 
action to novelty, the medical profession adjusts to each new devel- 
opment as a glacier slides down a valley; it maintains its frigid 
dignity, but it does move. The contemporary excitement over “so- 
cialized medicine” must be viewed in the light of the profession’s 
record of opposition to all that is new.® The day may even be in 
sight when the medical profession will welcome assistance from 
other disciplines in studying the problems of the distribution of 
medical care. Without waiting for this day to arrive, this paper is 
undertaken in an attempt to point out certain areas in which eco- 
nomics can contribute to a solution of the “medical” problem. 

Definition of the Problem 

It seems anomalous that we should have such a problem in the 
United States, yet as evidence that we do there are four major bills 
before Congress, and a message from the President.'^ Advances in 

* Gaylord Anderson, "*The Political Impact of Modern Science on Public Health,” 
Annals of the American Academy of Political and Somal Science, Vol CGXLXIX, 
January 1947, 

Bernhard J Stem, “Society and Medical Progress,” Princeton University 
Press, Princeton, New Jersey, 1941. 

* J G. Crownhart, “Sidmess Insurance and the Propagandist Foundations,” 
State Medical Society of Wisconsin, pamphlet, January S, 1935. “Sickness insur- 
ance * B used to descnbe any insurance plan not iu accord with the policies of or- 
ganized medicine. “Health msurance” is used to describe approved plans. 

u * dean of the medical school of a Midwestern state university defined 
socah^ medicine” in a conversation -witli the wnter as “anythmi? the AMA 
doean t like ” o 

] The Administration’s bill (S 1879) mtroduced by Senator Thomas and others, 
and Ue less controveraal bills offered by Senators Taft (S 1681) and Hill (S.1466). 
and by Repr^ntative Javits and others (S.1790). The President dehvered his mes- 
sage on Aprd 33, 1949. 
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knowledge concerning disease have been notable in this century; 
the life expectancy of our population has soared; by many measures 
the nation has grown steadily healthier. Yet there exists a problem. 
What is it? 

The problem is to find an institutional mechanism to bring to- 
gether people and the medical care that is potentially theirs. Our 
great medical resources are not now giving their services at full 
capacity. Personnel and institutions specialized for medical care are 
not distributed in accordance with the needs of the population, nor 
are they organized to serve most ejSSdently the people within reach. 
Need for medical care exists wherever there are people. In our econ- 
omy, means for providing medical care have grown up in relation 
to incomes, not to people and their needs for care. Most medical 
facilities concentrate in urban areas; these areas offer the highest 
purchase price for medical services. Rural people simply do not 
know what they are missing in modern medical care. 

Statistics collected by the United States Public Health Service 
indicate that in rural areas rates of mortality are high, and rates of 
morbidity are high — ^for diseases classed as “preventable/^ Most 
tragic is the fact that rural rates for maternal and infant mortality 
are particularly high.® Mott and Roemer say in a summary para- 
graph of their invaluable volume on rural health,® 

“People in cities have long looked on rural hfe as the healthful life, and 40 
years ago in this country they were close to the truth. Rural people were 
then healthier as a group, the toll of fatal disease and premature death was 
much lower among them. But movements were already afoot and trends 
taking shape that were to mean progressive and rapid improvement in 
urban health, a dramatic advance only feebly reflected and far from 
paralleled by the lagging betterment of rural health during the same 
decades.’* 

The very nature of the organization of rural life makes difficult 
the necessary contacts between physician and patient. In 1940 only 
one fourth of all farms had telephones, and forty-two percent of all 
farm operators were without automobiles of any kind/® It is the 
custom in many rural areas for the physician to charge one dollar 

^ Statistics and special studies are published regularly m the Public Health 
Service’s periodical. Public HetiUh Reports, For summarized data on rural health 
statistics, see Frederick D Mott, M,D., and Milton I. Roemer, M.D , “Rural 
Health and Medical Care,” McGraw-Hill, New York, 1948, chapters 4 through 7. 

*JHd,p 49. 
lbid,» p 35, 
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per mile for a liome visit, in addition to his regular fee.^^ Distribu- 
tion of medical services to rural people is more expensive, and their 
means of payment are less, than in urban areas. Rural people thus 
have an interest in the solution of the national problem of the dis- 
tribution of medical care; few groups have more to gain. 

Progress in medical knowledge from the horse-and-buggy stage 
has introduced three general problems which must be solved by a 
new institutional mechanism; by a new method of organization, in 
Falk’s terminology. The problems as the economist sees them are 
those of complexity, cost, and concentration. These will be discus- 
sed in turn. 

The Problem of Com^plexity 

The vast and increasing scope of medical knowledge, compared 
with a generation ago, has been illustrated by Dr. Benjamin Miller 
through the example of training for general practice For a doctor 
of today to become trained in all the fields of medicine offered by 
the traditional general practitioner would require an aggregate of 
internships lasting seventeen years. At the end of that time, says 
Dr. hliller, the earlier fields studied would have been* so chang- 
ed that it would be necessary to repeat them. The conscien- 
tious trainee for general practice would consequently never leave 
school.^* 

Not only is specialized training necessary for modem medicine; 
student doctors are taught to work with specialized aids of sorts 
rarely found far from hospitals. Modern medical care practically 
requires the existence of hospitals. Modern doctors leam to rely 
upon the trained assistance of nurses and technicians, and to use the 
highly-developed diagnostic aids available in X-ray, pathological, 
and bacteriological laboratories. The hospital itself provides an effi- 
cient center of operations for the physician dealing with the prob- 
lems of his patient; everything he will need in a wide range of cases 
is at hand; other physicians consulted fit smoothly into the routine. 
In every case it is not necessary to call upon the services of several 
diagnostic aids, or to prescribe several complicated treatments, but 

For instance, "I live m a county tHat doesn’t have an active practicing physi- 
dan. The nearest physician is 32 n^es away. The flat charge is a dollar a mile. The 
low income group in American agriculture simply doesn’t get medical service from 

that kind of charge. They go without it ” Bansom E, Aldnch, “The Farmer’s 

Miedical Care Problem,” J oumat of the American Medictd Association, Vol. CXXXl, 
No. 6, June 8, 1946, p 553. 

'^^l^njamin F. Miller, M.I> , You and Your Dodor, "Whittlesey House, New 
York, 1948, years required for interning in the various spedalbes are tabulated on 
page 17. 
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the fully-equipped hospital is a guarantee that when the need 
arises, the service is at hand. The advances in medicine which make 
possible cures in cases formerly hopeless require persons of many 
skills and these persons need the tools of their trades. 

Good medical service for rural areas requires the existence of all 
health services, in proper supply. To the extent that the services 
are specialized — ^almost a synonym for modern — there must be a 
method of coordinating them. The supply of no health ser\dce is up 
to par in rural areas. Hospitals and diagnostic laboratories are in 
very short supply.^® The supply of physicians is far below par; the 
supply of specialists even further below.^^ Although there are excep- 
tions, and most rural physicians are hardworking and conscientious 
members of their communities, *‘the environment of country prac- 
tice is one of continuous frustration and continuous inability to do 
the things that the thoughtful physician realizes are indicated . . . 
he rarely can find the opportunity to go away for a state medical 
society meeting, a refresher course, or postgraduate studies, and, 
after a while, he loses interest in the idea. As the years go by, he 
tends to become more firmly lodged in an intellectual rut, and soon 
the detail men from the various drug houses become his chief 
source of information on current therapeutics. . . . Even local 
medical societies, which might tend to provide a certain amount of 
ethical and professional guidance to practitioners, are as a rule 
much weaker in every way in rural counties than in the cities.”^^ 

The proliferation of new services in the medical world — each jus- 
tified by its role in new methods of healing — ^has been accomplished 
within the framework of the fee-for-service system of medical bil- 
ling. It is a canon of organized medicine that the physician’s special 
skill at diagnosis and treatment extends to the field of charging for 
his service. To practice medicine has been interpreted as to be free 
to charge what one thinks best. When the services of several physi- 
cians are needed, therefore, there are as many separate bills, each 
an amount set by the physician concerned. Also, there are separate 
bills for hospitalization, and usually for each service offered by the 
hospital beyond room and routine food and nursing. 

For the patient, enjo 3 nnent of the wonders of modern medicine 
requires a balancing of the possible merits of each suggested treat- 
ment with the probable cost. For the physicians concerned, each 

Mott and Roemer, oj?. dt., dxapters IS, 14, 15. 

Ibid , chapter 8. 

Mott and Roemer, op. oit., p. 183. 



3^6 


Calvin W. Stillman 


can charge as a discriminating monopolist. Only the hospital and 
the services sold under its auspices are on a flat rate. For the pa- 
tient, there may be the additional problem that the services needed 
are physically scattered. Thus a patient with an illness which might 
involve care of more than a routine sort faces a maze of special 
charges, some of them not to be determined until after the treat- 
ment has been given. His personal physician, who is responsible for 
guiding his choice and for suggesting the proper expenditures in the 
search for health, knows that his guidance must be tempered with 
an understanding of the patient^s pocketbook. This obtains in the 
interest of the physician’s own fee, if not in the interests of the 
patient. 

Ability to pay for medical care has become a factor in medical 
judgment. The traditional “scaling down” of fees to persons of low 
income has become lost in the new world of institutionalized medi- 
cine, The individual’s personal physician can scale his own fees up 
or down, but the hospital demands payment, and the specialist or 
the physician operating the diagnostic laboratory need have no 
charitable feelings toward a patient hitherto unknown to him 
There are usually plenty of patients who can pay; if there are not, 
the physician can move to a place where his services are better 
rewarded. 

There are two ways to take the dollar sign out of medical judg- 
ment. One is to provide all services at no charge. The other is to 
make a single charge for an entire treatment, whatever it entails. 
This charge may vary in proportion with the treatment given, but a 
single charge can be scaled to a patient’s ability to pay; even if 
there is monopolistic billing, there is at least only one monopolistic 
proboscis in the pocketbook. 

The device of charging once for a complete treatment has been 
developed by teams of physicians, usually with their own techni- 
cians and sometimes with a hospital as well, organized into “medi- 
cal group practice,” The underlying idea of group practice is that 
the patient is a single unit needing coordinated treatment, and the 
group attempts to pool its knowledge and skill in providing the 
treatment necessary. Physician members of a group are ordinarily 
representatives of complementary specialties. The patient can be 
examined by any or all of the physicians without leaving the office. 
The matter of payment is only loosely related to treatment. Li 
many groups, payment is wholly divorced from treatment; these 
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groups use prepayment plans, or are organized specifically for pa- 
tients by their industrial or labor organizations, with doctors on 
salaries. 

Rural communities have experimented successfully with medical 
group practice, frequently in conjunction with prepayment plans. 
Perhaps the best known of these is the plan at Elk City, Oklahoma, 
sponsored by the Fanners’ TJnion.^® Other plans, with or without 
prepayment plans, have been started in Nebraska, Texas, North 
Dakota, and other states 

Varying types of experiments in reducing the barriers to rural 
health due to complexity and disorganization are those of the Bing- 
ham Associates Fund,^® aimed at bringing modern diagnostic tech- 
niques to rural Maine, and of the Commonwealth Fund,^^ dealing 
with the coordination of the services of hospitals in the neighbor- 
hood of Rochester, New York. 

Medical societies have been bitterly hostile to the principle of 
group practice, whether organized imder the auspices of their own 
members or upon the initiative of lajnnen. The American Medical 
Association got its fingers burned for abetting the Washington, 
D.C., Medical Society in the latter’s struggle to kill off an early 
plan. Group Health Association, Inc.^® The Supreme Court’s deci- 
sion was handed down in January, 1943. Ever since then, the battle 
has been carried on at the state and county medical-society levels; 
fired by latent dislike rather than clear editorial directives from the 
medical press. The number of medical groups in the nation still is 
not large, partly as a result of this local opposition. The device is 
extremely interesting, however, and has received attention from 

For a spirited account of the early history of this plan, see Michael A. Shadid, 
A Doctor for the People, Vauguard Press, New York, 1939. 

See, for instance, Elin L. Anderson, “Adequate Medical Care for Rural 
Famihes,” Journal ^ Home Economica, XXXVI, No. 7, September 1944, and the 
pubhcations of the Cooperative Health Federation of America, 343 South Dearborn 
St , Chicago, 111 

18 “The Bingham Associates Fund,” pamphlet published by the Fund, 30 Bennet 
Street, Boston, Massachusetts, April 1945 Samuel Proger, M D , “Distribution of 
Medical Care,” Journal of the American Medical Associaiion, CXXIV, March 25, 
1944, pp 823-826. Leonard Engel, “The Bingham Plan,” SmejUific American, 
Vol CLXXIX, October, 1948 

Mott and Hoemer, op. cit, pp. 455-456, and the annual reports of the Common- 
wealth Fund, 41 East 57th Strwt, New York 22, N. Y. 

2® The Department of Justice successfully brought action against AMA, the 
District of Columbia Medical Society, and other defendants under the Sherman 
Act. Most interestmg is the evidence secured by the Government by subpoena of 
the records of the AMA’s Bureau of Medical Economics This evidence is published 
in the Record on Appeal with the proceedings of the Circuit Court The judicial 
history is to be found m 26 Fed Supp 429, 110 Fed 2nd 703, and 317 U.S. 519. 
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many physicians seriously interested in improving the organization 
of medical care.^^ 

The Problem of Cost 

Cost of medical care has an economic significance distinct from 
its role within the problem of complexity and the effect of dis- 
crete unit costs upon medical judgment and treatment prescribed. 
Medical needs are unpredictable, and peculiarly subject to in- 
elasticities of demand on the part of the aflBicted person. Few bud- 
gets can handle the charges for a serious illness. Treatment for 
conditions requiring expensive care over long periods has been rec- 
ognized as too great a charge upon individuals, and public assump- 
tion of these charges has long been the rule. It surprises some persons 
to learn that three-fourths of all hospital beds in the nation are in 
government hospitals; that about half of all beds in the country are 
occupied by mental patients. Mental disease, tuberculosis, and cer- 
tain chronic and degenerative diseases have been ‘‘socialized’* for 
many years in this country.^ 

For all the magnitude of the charges for a serious illness, the inci- 
dence is so low that the average family does not appear to have a 
problem. For many years the total cost of medical care, measured 
as a share of consumer budgets or as a share of the national income, 
has hovered around four percent. This fact is used by the American 
Medical Association in arguing that there is no problem of cost in 
medical care.®^ Invidious comparisons are drawn with the larger 

^ See “An Annotated Bibliography of Group Practice,” pamphlet, American 
Medical Association, 1948, and G. Halsey Hunt, M.I) , and Marcus Goldstein as 
listed in this Hbhography, and succeedmg articles in their study of group practice 
under the auspices of the Public Health Service, 

The enthusiastic distrust of organized medidne for umovations suggested from 
without reached a point during tiie 80th Congress where government employees 
were actually fearful of discussing health problems with farm groups. See m this 
connection “Investigation of the Participation of Federal Officials in the Formation 
and Operation of Health Workshops,” Third Intermediate Report of the Committee 
on Hri^enditures in the Executive Departments, 80th Congress, 1st Session. House 
Report No. 7^, July % 1947; Hon. Forest A. Harness, “Foremg Socialized Medi- 
cme on Amen^ by the Use of Federal Employees and Government Money,” 
Afisuma Jlfedtema, vol. V, No. 1, January 1948; “Rural Health Problems Con- 
sidered and Polities Adopted at Meetings of Grange and Farm Bureau in Colum- 
bus,’* Ohio Medical Journal^ vol XXIV, No. 1, January 1948. 

For a general treatment of the manner in which opinion w formed and controlled 
within the medicalprofession, see Ohver Garceau, “The Political Life of the American 
Medical Assodation,” Harvard University Press, Cambridge, Mass., 1941. 

** An authoritative source for all hospital statistics is the nnTinal “Hospital 
Number*’ of the J oumof of the American Medical Aesociaizon, published every Spring. 

*• Frank G. Dickinson, “Is Medical Care Expensive?” American Meffical 
Association, Chicago, pamphlet, 1947. 
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fractions of the national income accounted for by non-essential 
items. But the importance of a medical cost is not in its average 
size. It is in the impact of the cost upon the family or individual 
which must handle this among its other economic adjustments. If 
there is a magnitude to be measured in medical costs, it is the mag- 
nitude of their variation, not their average size.^ 

Medical care insurance is the obvious mechanism to eliminate the 
magnitude of variation in cost of medical care. This has been recog- 
nized grud^gly by organized medicine only within the last five 
years. The history of health insurance in this country in the last 
fifteen years is a story of steady back-tracking by the medical pro- 
fession. The Committee on Costs of Medical Care reported in 19S2 
that group practice and voluntary health insurance would help in a 
solution of the problem of distributing medical care. The editorial 
reaction of the medical profession was intemperate in the extreme.^ 
Prepaid hospitalization insurance with benefits on a service basis 
sprang up in the early 19S0’s, despite opposition of organized medi- 
cine. The plans prospered, and banded together under the trade- 
mark **Blue Cross.” Medical approval in principle followed after 
the success of the plans was assured. Special legislation was sought 
by hospital administrators to excuse their prepayment plans from 
the rules for insurance companies.^ Starting about a decade ago, 
insurgent state medical societies ventured into forbidden territory 
and began instituting prepaid medical care plans of their own devis- 
ing. The leaders in this movement were the medical societies of Cali- 
fornia, Pennsylvania, Massachusetts, Michigan, and New Jersey. 

A classic statement of this concept is to be found in L S. FaJk, Margaret C. 
Klem, and Nathan Sinai, **The Incidence of Illness and the Receipt and C^sts of 
Medical Care amonjy Representative Famili^” (Publication of the Committee 
on the Costs of Medical Care, No. 26, University of Chicago Press, Chicago, 108S, 
pp. 234-235.) Phraseology of this sentence is borrowed from that report. 

^ See editorials in the Journal of the American Medical Aesodalion, Vol. IC, 
No. 23, December 3, 1932, and Vol. IC, No. 24, December 10, 1932. Years later an 
explanation was made for the extreme position of those days, at least implicitly, in 
Morris Fishbein, M D , "The Public Relations of Modem Medicine,** Journal of 
the American Medical AsBoewtwn^ Vol. CXXX, No. 8, February 28, 1946. The report 
proper is "Medical Care for the American People; the Final Report of the Com- 
mittee on the Costs of Medical Care.*’ University rd Chicago Press, Chicago, 1932. 

C Rufus Rorem, "Enabling Legislation for Non-profit Hospital Service Plans,** 
Law and Contemyofary FroUeme^ Vol VI, No, 4, Autumn 1989. The early laws 
specified certain representation on boards of directors; for instance that one third of 
die board be practicing physicians, and one third hospital administrators. This is 
important in that there is recognition that a hospital should be dominated by no 
single professional group if it is to give its best service. For an excellent presentation 
of the philosophy of the hospital, see Henry J. Southmayd, ^^Small Community 
Hospitals,” The Commonwealth Fund, New York, 1944. 
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Special legislation was sought to help these plans also, but with an 
important difference — ^legislation was urged by medical societies in 
forms which would guarantee complete medical control of every 
aspect of the prepayment process.^^ This had the effect of killing 
plans proposed by lay groups, particularly those to be organized as 
cooperatives or as adjuncts of group practices 

In 1945 the American Medical Association capitulated to prepay- 
ment plans organized by medical societies, and began sponsoring 
the device as a means of combating the rising threat of national 
health insurance. At its June, 1949, meeting, the Association 
changed fronts in the matter of consumer-sponsored medical pre- 
payment plans, by announcing that these may be tolerated if they 
meet certain specified conditions Since the most effective weapons 
at the disposal of medical societies are in the hands of the county 
societies, this revised attitude does not guarantee that any actual 
change will take place.^® 

The principle of health insurance has been so well accepted by 
now that its extension is central to the four major bills before the 
Congress. The Taft and Hill bills propose governmental aids to the 
extension of health insurance plans organized in accordance with 
the views of the medical societies; the Javits bill proposes govern- 
mental aid to consumer-controlled cooperative voluntary health 
plans; the Administration bill proposes nation-wide compulsory 
health insurance financed by payroll deductions. The Javits and 
the Administration bills provide for contributions in proportion to 


See Richard R Cramner, 3VI.D , “Medical Care Incorporated,” BtdLehn of the 
Hennepin County Medical Society, Vol. XD^ No. I, January 1948, for the story of 
the drafting of the desired legislation in Minnesota, also William J. Burns, “The 
Michigan Enabling Act for Non-profit Medical Care Plans,” Law and Contemporary 
Problems, VoL VI, No. 4, Autumn 1939, and Hartley F. Peart and Howard Hassard, 
“The Orgamaation of California Physicians* Service,” Ibid, For a recent summary 
of the monopolistic ^pects of this type of restrictive legislation, see “Restrictions 
on Free Enterprise in Medicme,** pamphlet, Committee on Research m Medical 
Economics, 1790 Broadway, New York; and Margaret Klem, "Recent State 
Legislation Goncermng Prepayment Medical Care,** Social Security Bulletin, Vol. 
X, No 1, January 1947 The best overall study of voluntary plans organized by 
hospitals and by medical societies is Louis S. Reed, "Blue Cross and Medical 
Service Plans.’* U S Pubhc Health Service, Washington, October 1947, processed. 

*8 See William L. Laurence, “AMA Lists Health Plan Tests with Local Units as 
Judges,” New Y'ork Times, Friday, June 10, 1949 The weapons at the disposal of 
county medical societies are expulsion of offending physicians, and actions leadmg 
to exclusion from practice m local hospitals. See J. W. Holloway, Jr , “Hospitals 
and the Selection of Medical Staffs,” B^uconsin Medical Journal, Vol. XLII, No. 
11, November 1943. Also see the record of the AMA’s trial in the Group HealtJi 
case, op, cU, 
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income, the Taft and Hill bills do not. It is alleged that after a few 
more years, the voluntary plans will attain the coverage visualized 
for the compulsory plan. Certainly recent growth of voluntary plans 
has been amazingly rapid, but there is reason to believe that this is 
to be accounted for by the late appearance of many of the plans, 
and by the even later endorsement and promotion of them by the 
medical profession. A survey of the present coverage of voluntary 
health insurance shows that Blue Cross hospitalization plans cover 
about 33 million persons in the United States, of whom 60 percent 
live in six industrial states. These plans will cover about one-fifth 
of a family’s total medical costs. 

Medical society prepayment plans (‘‘Blue Shield”) cover about 
ten million persons, practically all of whom also have Blue Cross 
coverage. Over 85 percent of these persons are m seven high-income 
states. These plans do not cover all medical needs. Most frequently, 
they cover only surgical or obstetrical charges, when the patient is 
in a hospital Some plans also pay for such items as care ^ven in 
the doctor’s office. All physicians’ services in a hospital amount to 
about fourteen percent of the total medical bill of an average 
family. Blue Cross and Medical Society plans together, then, will 
cover about 35 percent of the charge for a serious illness 

Comprehensive service plans, such as that at Elk City and others 
organized by consumers through cooperatives, unions, industrial 
health plans, etc., cover between three and three and one-half mil- 
lion persons in many plans scattered over the country. Such plans 
cover nearly all medical costs. 

Commercial insurance policies have been sold to about twenty 
million people. These policies are characterized by a low ratio of 
benefits to premiums paid, and like most Blue Cross and increasing 
numbers of Medical Society plans, benefits are paid in the form of 
cash payments, unrelated to the actual size of the bill received. 
The usefulness of these policies is further limited by the fact that 
many people with some form of unfavorable medical history, and 
therefore usually in most urgent need of coverage, are either not 
eligible for health insurance or else have riders attached to their 
policies precluding payment for any recurrence of a pre-existing ail- 
ment. These are often the persons most ruinously crippled finan- 
cially by persisting ill health. 

These figures conceal an unknown amount of duplication, since 
many persons hold commercial policies as well as Blue Cross mem- 
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bership or membership ia other health plans.^® Of all these millions, 
how many are rural people? Secretary Anderson said in January, 
1948, ^‘Prepayment plans for surgical and other medical services 
offered by State and county medical societies have today reached 
less than one percent of the country people.”®® 

Requirement of group membership is usual for Blue Cross and 
Medical Society health plans; groups ordinarily are comprised of 
the employees of a factory, an office, or another institution capable 
of subtracting dues from a payroll. A voluntary health plan requires 
for safety a reasonably heterogeneous clientele, and one large 
enough to spread the risk. Every such plan has barriers to member- 
ship aimed at decreasing the claim ratio for the plan as a whole. 
It is safer to enroll people in groups classed on some basis such as a 
common place of employment, than to allow individuals to select 
themselves as clients on the basis of their probable future needs for 
medical care. This means that the health of the plan in a financial 
sense may militate against the health of just the individuals who 
most need medical care. These people are not allowed to join, for 
they would take more in benefits than they would bring in pre- 
miums. By the same token, longtime members of a voluntary plan 
may be dropped summarily for reaching a certain age, or for incur- 
ring a condition which is liable to be a precursor of more charges. 
Rural populations, needless to say, are not easily handled through 
group enrollments, nor can their premiums ordinarily be paid 
through payroll deductions.®^ 

The existence of a prepayment plan is one thing; the policies of 
its controlling body is another. There is room for administrative 
judgment within the limits of financial solvency. Shall the plan be 
attuned to the special needs of the consumers, or to the special in- 
terests of the individuals who provide the services? Medical Soci- 


” This information is taken from a report prepared by Katherine G Clark for 
Committee on Research in Medical Economics, 1790 Broadway, New York 
City, March 1949. 

« Mwgaret C. Hot and Margaret P. McKiever. “Program Developments and 
Benefit Trends in Voluntary Health Insurance,” Social Security Bulletin, November 
1948, p. 4. 

» A personal letter by the writer to the headquarters of Associated Medical 
j 1 ?®*. * trade association of the Medical Society prepayment plans, 
elicited the uuotnwhon lhat nothmg is being done at present to increase irural en- 
rollments, but that Blue Cross plans in thirty-seven states have made provision for 
et^OTg ^oups of farm p^ple, and that in twenty-seven states, it is possible to 
join Blue Ciross without being a member of an organized group 
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ety* plans have been attacked severely for ignoring the needs of the 
consumer and for catering to the interests of phjrsicians,^* 

When service to the consumer is the guiding motive, a prepay- 
ment plan can contribute to a marked increase in the amount of 
medical care even a relatively isolated community can obtain. A 
good example is the combined group practice and prepayment plan 
of the Trinity Hospital, Little Rock, Arkansas. This plan serves 
persons from all parts of the community with very few member- 
ship restrictions, and handles the added liabilities of aged clients 
through modest increases in their premiums. Margaret Klem has 
estimated that, 

‘‘The volume of services received by Trinity subscribers and their depend- 
ents was comparable with that purchased by persons with annual incomes 
of $10,000 or more who paid about four times as much for the services re- 
ceived on a fee-for-serviee basis.”®® 

It should be emphasized that this prepayment plan is on a serv- 
ice-indemnity basis, not cash-indemnity. To what extent the dif- 
ference in cost of the medical care received is attributable to better 
coordination of services, and to what extent to elimination of sepa- 
rate discriminatory monopolistic charges, would make an interest- 
ing study. Were cash-indemnity the rule instead of service, monop- 
olistic charging would remain. 

The Farm Security Administration conducted experiments with 
prepaid medical care for its clients for a number of years. The plans 
5et up were financial failures, but subscribers benefited and their 
physicians benefited. The first year’s report of one plan shows a rate 
of 1,409 medical treatments per thousand members, which is to be 
compared with a rate of treatments per thousand members of 
the general rural population.®^ 

The medical profession sanctioned these plans as long as they 
were approved by the local medical society. Approval was usually 
forthcoming; the federal subsidies that were necessary to keep^the 
plans afloat meant fewer unpaid medical bills. For instance, 

“One physician in Ohio told of 36 families, now members of the unit, who, 
prior to the establishment of the FSA plan, had received service from him. 

See Michael M, Davis, “Health Insurance Flans under Medical Societies,” 
Medical Care; I Vol HI, No. 3, August 1943; H. Vol IV, No. 1, February 1944. 

Margaret C, Klem, “Medical Services Provided under Prepayment Arrange- 
ments at Trinity Hospital, Little Rods, Arkansas, 1941,” Social Securdy BvUetin, 
May 1947, p, 8 

** Mott and Roemer, op erf , p. 418. 
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Of total charges of $900 only $150 could be collected If these families had 
had a group plan at that time, he would have received about $700 at the 
present rate of payment.”*® 

The FSA prepayment plans were doomed to financial failure 
because they were limited to persons with high medical needs and 
low incomes. The purchasmg power of any prepayment plan is lim- 
ited by the size of its clientele, the rate of illness, and the levels of 
premiums the subscribers can pay. Needless to say FSA clients could 
not afford much even in monthly instalments; not nearly enough 
to buy themselves complete health care. Added to this, membership 
was voluntary, and membership became highly correlated with 
incipient need for treatment. Prepayment can pool a group’s risk, 
but it cannot raise the level of the pool.*® 

The Problem of Concentration 

“Under any system, if a doctor is a good one, he’s bound to go where he 
can make a good living Under the present system of individual fees-for- 
service, doctors go where folks have dough 

This quotation gives an important reason for the concentration 
of doctors — and other health facilities — ^in areas of high per capita 
income. The quotation suggests that equalizing effective demand 
for medical care would automatically bring about a distribution of 
health services more in accordance with physiological need. This is 
too much to expect, however. In the long run, equalized medical 
purchasing power would lead to a far more equal distribution of 
medical facilities than we have at present, but there would still exist 
differences in locating factors for physicians and other mobile medi- 
cal services. 

The very existence of crowded cities is an attractive force for 
medical centers. More people close together mean more chances to 
treat rare and interesting diseases; highly specialized personnel will 
still prefer to locate near persons and equipment highly specialized 
and complementary The dispersed nature of rural populations 
means that medical facilities to serve them can never be the same 
as those best fitted for urban areas. Properly planned to meet local 

* Franz Goldmann, M.D,, “Medical Care for Farmers.” Medical Care, Vol. Ill, 
No 1, February 1943, p 29. 

An interesting study is that of Robert L. McNamara and A R, Mangus, 
"Prepayment Medical Care Plans for Low-mcome Farmers m Ohio,” Agricultural 
Experiment Station Bulletin 653, Wooster, October 1944 

^ Paul de Kniif, Kaiser Wakes the Doctors,'* Harcourt, Brace, New York, 1948, 
pp. 78-79 
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conditions, however, rural health services can provide most of the 
necessary treatments, and unusual cases can be sent to urban cen- 
ters.3» 

Equalizing purchasing power is a prerequisite for equalized medi- 
cal service, but it is not sufficient, for hospitals do not grow like 
mushrooms. In the short run, medical facilities required in medi- 
cally impoverished areas can be supplied through no other means 
than public funds. This is the objective of the Hospital Survey and 
Construction Act of 1946, which calls for a survey of the hospital 
needs of every state, and for grants in aid for construction of hospi- 
tals in areas not adequately served. A section of the law requires 
that the community needing a hospital be wealthy enough to sup- 
port it, once built. The effectiveness of this law naturally depends 
upon a device for equalizing medical purchasing power; many com- 
munities needing hospitals cannot now afford tiieir support.®® 

The dimensions of the differences between farm and urban in- 
come are greater than one might suppose. 

“Passing over the strikingly low prewar farm income figures revealed by 
the 1939 Census of Agriculture and coming up to the period when the war 
was having a marked influence on farm incomes, we may recall that m 
1941 half of all farm operators had annual net cash incomes of less than 
$760 per family, including income from all non-agricultural sources. As the 
war went on, farm income soared to unprecedented heights, but the dis- 
parity between farm and city income levels was still far from eliminated 
In 1943, when farm income was approaching its peak, the total net income 
from all sources of persons on farms was only 12 percent of the national 
income, although farm people made up 20 5 percent of the population that 
year. The serious disadvantage of the families looking to the soil for their 
main livelihood, moreover, is seen m the remarkable fact that the per 
capita net income in 1943 of all persons in the United States not living on 
farms was twice as high as persons on farms.”^® 

Differences in medical buying power are regional differences, 
rural-urban differences, farm versiis non-farm differences; they are 
differences that allow large communities to enjoy one level of ade- 
quacy of medical care, and pen up other large communities at 
lower levels. No private voluntary insurance plan can equalize 

For a plan of rural health centers and hospitals, organized in a state-wide 
network wifli supporting city hospitals and medical centers, see ‘‘Hospital Ee- 
sources and Needs,” Report of the Michigan Hospital Survey, W. K. Kellogg Founda- 
don, Battle Creek, Mich , 1946. 

Wntten statement submitted by the U. S. Public Health Service, Hearings 
on S.614, May 4, 1949. 

Mott and Boemer, op cU,, p, 479, 
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these levels. Localized plans — even one with an entire state for its 
scope — can do no more than equalize risk within the area covered. 
No such plan can raise the buying-power for the group as a whole. 
This is a compelling argument for a national system of equalizing 
medical buying power, a system inclusive of all areas and all com- 
munities, all risks pooled in one fund, and the purchasing power of 
the fund made available for the benefit of everyone. This is the type 
of solution envisaged by the Administration in its proposal for com- 
pulsory national health insurance. 

Compulsory health insurance would be administered as part of 
the nation^s social security framework. Payroll deductions in pro- 
portion to income would comprise the cost to the individual. Bene- 
fits would come in the form of comprehensive services; practitioners 
and hospitals would be recompensed by the appropriate adminis- 
tering agency. For employed persons, costs would be close to the 
average now paid by all families for medical care. This means elim- 
ination of uncertainty at no added average cost. Complete cov- 
erage, healthy persons along with sickly, guarantees a favorable 
risk ratio. 

According to an official source, ^‘Contributions equivalent to 
about three percent of annual earnings would pay for adequate 
basic medical and hospital services for both workers and their 
dependents. A more comprehensive system would cost the equiva- 
lent of about four percent. These costs would be no more than now 
is spent by families on the average. They are less than the average 
expenditure by families in the low income groups, since, contrary to 
the general impression, low-income families spend, on the average, 
a larger proportion of their incomes for medical care than families 
in better circumstances, though — because of their more frequent 
and severe illness — ^they receive much less in relation to what they 
need.”" 

For everyone, compulsory health insurance should plow down 
the hills of unpredictable cost and fill the open spaces with a regu- 
lar premium keyed to income. The same levelling would apply to 
medical purchasing power interpersonally; the city man with a de- 
I>endable salary would have as much ability to pay a doctor as a man 
trying to dry-farm in New Mexico. This alone would not bring the 
same care to each man, of course, but one barrier would be removed. 

I. S Fal k and Wilbur J Cohen, “Social Security for Farm People,*’ this /owr- 
ntd, VoL XXVm, No. 1, February 1946, pp. 93-94. 
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Farmers stand to gain from this type of inter-regional levelling of 
purchasing power. Whereas the national average expenditure for 
medical care is about four percent of the family*s income, a study 
indicates that in 1941 medical care was taking 8.7 percent of the 
average farm family’s net cash income.'^ 

The Social Security Administration estimates that there is now 
an excess capacity in doctors’ services of about ^5 percent. An im- 
mediate effect of compulsory national health insurance can be ex- 
pected to be an increase in health services supplied by some such 
amount.^ In the longer run more doctors and hospitals would be 
needed, and these much better distributed. With national compul- 
sory insurance, there would be the purchasing power to hold in 
place medical service facilities properly planned to serve the people 
who need them. 

The Administration's Bill 

Bills for compulsory healli insurance of the same general nature 
have been introduced by Democratic members of Congress since 
1938.^ Since 1945, with passage looming as a possibility, the medical 
profession has become increasingly active in opposition to these 
bills. The profession’s arguments have not been dignified by presen- 
tation of facts and their logical discussion. Rather the medical con- 
tentions have been couched in emotionally-charged adjectives, and 
in allegations of insidious motives. For all the furor, there is nothing 
really new about the Administration’s present bill, except that it 
might pass. 

In view of the foregoing analysis of the medical problem in the 
United States, it is of interest to dissect the Administration’s cur- 
rent national health bill title by title. 

Title I declares the existence of a shortage in medicaljy-trained 
personnel, and provides for grants to states for medical scholar- 
ships, and to medical schools. The existence of a shortage is largely 
predicated upon the increase in effective demand which would fol- 
low enactment of national compulsory health insurance. 

Tide 11 provides for an acceleration of research into certain prob- 

^ Mott and Roemer, op. cii., p. SOS, 

“ George Soule, “The Costs of Health Lisurance,” pamphlet polished under 
the auspices of the Committee on Research in Medical Economics, Inc., New 
York City, and the Public Affairs Institute, Washington, D. C., April 1949. 

** Harold Maslow, “The Background of the Wagner Nation^ Health 
Law and Contem^ary ProhlemSi VoL VI, No. 4, Autumn 1939, provides a running 
start on the legislatiye histoiy of compulsory health insurance 
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lems of poliomyelitis, diabetes, arthritis, epilepsy, and other dis- 
eases. 

Tide III amends, extends, and increases authorized appropria- 
tions under the Hospital Survey and Construction Act for hospital 
construction in underprivileged areas. 

Tide IV provides special aids for rural and other shortage areas. 
These are, 

Grants and loans to trained personnel to encourage their moving to 
underprivileged areas. 

Grants to aid construction or operation of group practice facilities, 
clinics, hospitals, etc., including ambulances and mobile clinics 

Grants to enable professional personnel in shortage areas to return to 
medical centers for refresher training. 

Grants and other aid to farmers’ experimental health cooperatives. 

Title V provides for grants to states for public health work. 

Tide VI provides for research and grants to the states for mater- 
nal and child health services. 

Title VII provides for compulsory health insurance, but without 
taxing clauses These are reserved for a separate bill. Fiscal ar- 
rangements are to be handled through a '‘Personal Health Services 
Account” on the books of the Treasury, into which would be 
paid all contributions from covered persons, and what appropria- 
tions become necessary. Administration is provided through state 
channels, and subordinate "health-service areas.” 

Nothing comparable in scope to the Administration’s health plan 
has been proposed by any other bill before Congress. The novelty 
and potential difiSiculties of the plan proposed must be measured not 
by past methods of organizing medical care, but by the medical 
needs as yet u n met. To contradict Dr. Kshbein, we must think also 
of the quantity of medical care provided in our society. The coop- 
eration of physicians is essential to any plan of medical care, of 
course, and there is no reason to believe that such cooperation 
would not be forthcoming in the proposed national insurance sys- 
tem. For doctors don’t gain vrhen they lose patients with several 
perfectly good years of life left in them. It would be better all 
around, perhaps, if the medical profession were more prone to coop- 
erate in the solution of this "medical” problem, and less prone to 
preserve the past by ignoring the present. 
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I 

AT THE last National Agricultural Outlook Conference speakers 
were heard repeatedly making observations like the follow- 
ing: 

(1) **We do not engage in theoretical research, ours is the job of analyz- 
ing the facts in such a way as to provide practical guidance to 
farmers, farm organizations and other agricultural agencies ” 

(2) “We use outlook information as a means of attracting attention and 
stimulating interest on the part of farm audiences so that we can 
then teach them economic principles/* 

Concealed in these two statements is a number one confusion in 
the minds of too many professional and academic economists. It is 
the purpose here to explain this confusion and to show some of its 
consequences, for practical theory is a generalization of means- 
consequence relationships that serves as an aid m determining a 
future course of action. 

Why would any research economist ever say that he doesn’t 
engage in theoretical research? And why would anyone think of the 
teaching of economic principles as a goal distinct from formulating 
a future course of action? Every scientific effort to analyze the facts 
so as to anticipate the future and guide action requires the use of 
a variety of concepts or mental tools. And an economic principle is 
an expected repetition of a past relationship that has practical sig- 
nificance for future action. 

The only reason a research economist ever says he doesn’t engage 
in theoretical research is to be found in the double meaning of the 
word ‘‘theory.” It can mean either “pure” theory or “practical” 
theory. When he makes such a statement, the word to him means 
pure theory, which is “intellectual speculation without reference to 
practical application.”^ This is the same meaning as that implied 
by another economist who says that “the notion that economics is 
a science explanatory of behavior is the most important single con- 

* This is to acknowledge constructive suggestions and cnticisms from Howard L. 
Parsons, D. B. DeLoach and other colleagues and fnends, especially those of the 
Graduate Seminar at the Univezsity of Wisconsin. 

^ Stated orally to the writer by Professor Ragnar Frisch, University of Oslo. 
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fusion in the methodology of the science.”^ Pure theory is logical 
reasoning from assumed premises. Such reasoning need not describe 
reality nor serve any useful pruppose. 

Practical theory, on the other hand, is a generalization that is 
developed as a basis for judgment with respect to action. It is a 
forecast of future consequences for the purpose of dealing with 
practical problems.® Thus, two reasons exist for the persistence in 
popular discussion of a conflict between theory and practice: (1) 
The fact that theories never intended to have practical significance 
satisfy the purposes of the theorist, and (S) the fact that theories 
intended to serve practical purposes often turn out to be wrong.^ 
To deny any connection with the ‘‘theoreticar’ and to lay claim 
only to the “practical” is merely to disavow either a pure theory 
that happens to be useless for any kind of action or a theory that 
was intended to be useful and turned out to be a mistake. In other 
words, to be theoretical is not necessarily to be impractical . 

If we can assume that those who would distinguish between out- 
look and the teaching of economic principles are interested only in 
practical theory or principles, they are really distinguishing be- 
tween the kind of forecasting usually associated with outlook infor- 
mation and all other kinds of forecasting. The former is a set of 
conclusions concerning future prices, incomes and quantities based 
on an analysis of all the relevant collective influences. The latter, 
on the other hand, might include among other things Ihe forecast- 
ing of an individual farmer’s income under alternative assumptions 
as to how he might manage his own farm — ^ven a set of forecasts 
regarding the collective influences. In either case, interest in teach- 

* IPrank H. KnigHt, The EMcs of Compditiorit p 279. 

* “ . . . Often the word theory, or theoretical, is a name of reproach uttered by 
the practical man who daims to be dealing only with Facts .... But the prac- 
tical man is a theorist when he predicts that the prices of stocks will rise and diere- 
fore buys as much as he can If, instead, the prices fall and he is bankrupt, it is not 
because he is practical but because his theory was wrong. He did not andyze aU the 
facta; ... did not guide his practice by a correct theory. He was a poor theorizer. 
Hence the word theory means a corr^ or incorrect insight among the limiting 
nnd complementary factors. It is not a fact, but a prediction of facts. H correct, then 
it is an insight that will £t all the future facts needed. If not correct, then it is sim- 
ply a blunder and needs correction.*’ By John B. Commons, Instttvitonal Eco- 
nomiess Macmillan Co., N. Y., 1936, p. 102. 

* But it should not be inferred that practical theory is necessarily impure, bad, 
or biased; or that pure theory is always useless for dealing with practical problems. 
The sear(h for *^trutli for truth’s sake” has turned up ideas that later proved to be 
of very ^[reat pracfical importance. The intention is only to point out that the dif- 
ference in meaning of the two concepts p so great that the mterchangeable nse of 
the word “theory” to convey both meanings is a constant cause of collusion. 
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ing ‘‘principles” might refer only to teaching the ‘ Vhy” of the con- 
clusions developed, so as to give the farmer a proper degree of 
confidence in them — ^to avoid a tendency on his part either to take 
them on faith or to ignore them entirely- 

II 

Now I have been told by some of my colleagues that any dis- 
cussion of ambiguities such as those referred to above would be 
trite so far as most economists are concerned — ^that it would be a 
discussion of the obvious. Perhaps so. Yet, it is difficult to escape 
the conclusion that it is precisely this failure to distinguish 'pure 
theory from practical theory that has resulted in a loidespread tendency 
among economists to apply pure theory to practical problems without 
making necessary allowances for the premises of such theory. Unten- 
able conclusions and inferences are reached because the “analytical 
model” or theory is not fitted either to the facts of the problems or 
the purposes of the analyst. One of the most persistent sources of 
fallacies arising from this practice is the indiscriminate use of the 
“pure competition model” of eqmlibrium theory in agriculture. 
And some of the most conspicuous examples to occur recently have 
been discussions of the “malallocation” of resources and the 
“inefficiency” of American agriculture.® 

When economists undertake to compare the efficiency of agricul- 
ture with that of industry, or to form some judgments concerning 
the allocation of resources within agriculture or as between agri- 
culture and industry, they have to decide first what they mean by 
efficiency, what resources they are talking about, and what their 
standards are for changing their allocation. The definitions and 
standards they choose are determined by the purposes they have 
in mind.® If their purpose is merely to engage in an exercise in 

® Theodore W. Schiiltz, “How Efficient is American Agriculture,” this Journal^ 
August 1947. 

* It is often said that one definition is as good as another provided we use it 
always with the same meaning. But is this so? Each definition must be fitted to the 
purpose we have in mind. If our purpose is simply to “speculate”~to find univer- 
sal, timeless, and absolute “truth”— we can use a pure theory definition and always 
use it with the same meaning. If this definition were used consistently, the pracii<^ 
man would be told at the outset not necessarily to expect any identity between the- 
ory and practice. But if our purpose is to understand and deal with a practical 
problem, the meaning we give ^e Um must fit that purpose. We must define thwry 
as “mental tools useful for dealing with practical problems.” Under thb definition, 
“mental tools” that turn out to be useless in practice are bad theory — at least for 
the purpose at hand. 
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logic, it makes little difference what definition or standards they 
choose, so long as everything they say is logical* But when the 
practical implications of their analyses are. (1) That American 
agriculture is inefficient; (9) that resources are more badly allo- 
cated in agriculture than in the rest of the economy; and (3) that 
the economy generally would be more efficient if it functioned in 
conformity with the pure competition theory — when these are the 
implications of their reasoning, my reply is they had better examine 
the criteria by which their judgments were reached. 

Ill 

First, let us consider the conclusion that American agriculture is 
inefficient. This conclusion is derived by arbitrarily selecting for the 
meaning of ‘^efficiency” the meaning associated with pure competi- 
tion theory, and then implying that others either do mean or 
should mean the same thing when they say American agriculture is 
efficient. 

This pure competition meaning of efficiency is, “When all 
resources in the economy are allocated so that no further gain can 
be achieved by an additional transfer of a factor or product from 
one use to another use, ‘maximum economic efficiency’ is achieved. 
This would represent the ideal, the general equilibrium of eco- 
nomic analysis.” 

It is recognized, of course, that there are other meanings of 
efficiency such as output of corn per acre of land, per man hour of 
labor, etc. But these are called “technical” rather than “economic.” 
Yet, it is precisely these so-called technical meanings that others 
have in mind when they say American agriculture is efficient. And 
they cannot be proved wrong by implying that they should mean 
something else. No evidence has ever been presented to show they 
are wrong if the term “efficiency” is given the same meaning as 
they attach to it. 

Under the pure competition model, it is possible to identify rate 
of output per imit of comparable input with value of output per 
unit of comparable input by the assumption of equilibrium. When 
the economy is in equilibrium, goods exchange in proportion to the 
marginal dollar cost of producing them. This becomes identical with 
marginal labor cost because it is assumed that comparable labor 
can and does flow promptly from one employment to another so 
that at equal rates of pay there is no discrepancy between dollar 
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cost and labor cost. But this is all pure theory and requires drastic 
modification for practical use. 

When the pure competition theorists talk about “economic 
inefficiency’’ of American agriculture, they do not mean a low rate 
of output per unit of input; they mean “waste” of resources, largely 
of manpower. They mean that some agricultural labor either is 
used to produce goods that are less wanted than other goods or is 
not used to produce any goods — in which case it never becomes 
^^input” They mean that agriculture is “inefficient” because it 
adopted “gadgets” and “improved farm management” faster than 
it reduced its birthrate, and that the resulting surplus farm popula- 
tion has failed to go to town to make more “gadgets.” They mean 
that agriculture is “inefficient” either because its total output of 
agricultural products has been too great or because too large a 
total of agricultural labor is producing nothing. 

That these conditions exist among the rural population is in no 
sense an “agricultural” phenomenon as such, nor is there any evi- 
dence to suggest that over any business cycle any larger proportion 
of available manpower is unemployed or underemployed in agricul- 
ture than in the rest of the economy. Economic efficiency in this 
sense is “double-barreled” and applies to the whole economy, the 
nonagricultural as well as the agricultural segments. It not only 
refers to the aggregate output of all goods and services, but also 
to the “proportioning” of that output as between the different 
goods and services. Under the first meaning, a given economy 
might be more “efficient” than another because it works longer 
hours rather than because it is more effective per hour. And under 
the second meaning, relative prices can be used as a measure of a 
“proper” proportioning only under the twin assumptions of pure 
competition and virtuous human beings. If any “moral” value 
whatever attaches to this meaning, it is more than doubtful that 
the economy would be more “efficient” if some of the boys and 
girls from our more efficient Iowa farms moved to town to become 
bartenders and barmaids merely because they could make more 
money at these occupations. 

In any event, no such tortuous reasoning is required to recognize 
the obvious fact that at least since the Civil War there has been 
chronic involimtary underemployment and unemployment of man- 
power in the South. This is the consequence of a complex of social, 
political, racial and economic issues that cannot be treated by 
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merely referring to it as the “cake of custom.” Actions on the 
civil rights and educational fronts must at least accompany those 
on the “economic"" fronts. It is not an “agricultural” phenomenon 
as much as it is a “social” phenomenon. It is “dichotomous” mal- 
allocation in the sense that it refers to both farm and nonfarm 
populations. 

The tendency to think of it as “agricultural” rests on an as- 
sumption that either relatively or absolutely more labor power on 
farms than off farms is “wasted.” If this is true, the evidence to 
support it is far from conclusive. And even if it were a demon- 
strated fact, it would have nothing to do with the question of 
agricultural efficiency as a rate of output. There is no more reason 
for counting the unused or underused labor on farms as agricultural 
“input” in calculating the agricultural efficiency ratio than for 
counting it as manufacturing input in computing the industrial 
efficiency ratio. For “social” reasons it is not input for either 
agriculture or industry. All of which suggests the need for explain- 
ing another fallacy that lo^cally follows from uncritical use of 
pure competition theory— that a purely competitive society would 
be more efficient than the one we now have. 

IV 

This, again, may be a “valid” conclusion if the assumptions of 
pure competition theory are granted, but it is not “true” in any 
practical or pragmatic sense. When an economist implies that it is 
true as well as valid he is living in the last century when the 
assumption in classical (foctrine tiiat the productive resources of 
capital and labor were so fluid that they flowed readily from one 
profit-making opening to another was more nearly supported by 
observable facts than it is today. It is much less true today of a 
large part of American industry, where mass-production methods 
have led to the creation of great units which alone can exploit 
the new technology. H one believes that our economy as a whole 
is more efficient because of this kind of exploitation of modem 
technology, one cannot at the same time believe that “atomistic” 
competition would be most efficient. To do so, would be to believe 
in the “fallacy of nonconcomitant or inaccessible options.” Even if 
the ideal of substantially pure competition were attainable or 
accessible, one cannot hope to enjoy its benefits at the same time 
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lie enjoys those of mass production ‘‘fair** competition. In plainer 
words, we cannot have our cake and eat it too. 

If our national policy of fostering “reasonable** competition in 
order to realize the “social” benefits of modem technology — a 
policy affirmed by a long succession of Supreme Court decisions— 
is our deliberate choice, we must expect both the continued exist- 
ence and the periodic recurrence of substantial “pockets” of 
“wasted** manpower. That is, we must expect it until these pockets 
become so large as to be unmanageable. The Maximum Employ- 
ment Act of 194fi is recognition of the necessity for keeping them 
manageable. Under pure competition, of course, there would be no 
need for such measures. 

The “social** costs of the policy we are following include our 
various social secmity measures, minimum wages for labor, parity 
prices for farmers and many others. We should do everything 
possible to eliminate these pockets of underemployed and unem- 
ployed manpower, but it would be something less lhan realistic to 
believe this can be done in conformity with the pure competition 
model — unless we are prepared to sacrifice at the same time the 
advantages of mass production technology with its inevitable 
accompamment of “administered** prices. 

Herein also lies a fallacy of all “forward** price proposals involv- 
ing “equilibrium** prices and compensatory payments — at least so 
far as the allocation of manpower between agriculture and industry 
is concerned. If the compensatory payments were “fair** they would 
be higher to low-income farmers than to high-income farmers, and 
they would tend to remove the economic pressure on such farmers 
to migrate to nonfarm employments. Within agriculture, of course, 
resources will tend to be allocated in accordance with the “pattern** 
of prices, at least to the extent that agriculture is actually competi- 
tive. But even here prices alone cannot be depended upon to do all 
that is needed or desirable. They will be effective only where both 
the opjforiunity for choices and the willingness and ability to 
make choices exist. 

To say that agriculture is less efficient than industry because the 
vali^ of output per man in agriculture is less, is precisely like saying 
that schoolteachers are less efficient than bricklayers because they 
receive fewer dollars per person. And to say that American agricul- 
ture is inefficient is to imply that it can be made more efficient. 
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Any realistic discussion of improvements in ejBSciency must take 
into account the available alternatives. Unless this is done, any 
talk about inefficiency is mere words without meaning. Practical 
public policy can never be derived by “comparing the idealized 
conditions . . . and actual circumstances . . . and developing the 
necessary positive steps required to eliminate the discrepancy.”^ 
Excessive preoccupation with the “ideal” is the usual consequence 
of formal model or pure theory approaches to public policy. An 
attainable ideal is always the best available choice. The principles by 
which action with reference to choices is formulated is practical 
theory. 

In summary, then, theory is of two kinds: Pure theory and 
practical theory. When the lessons learned from pure theory are 
incorporated into practical theory, full account must be taken of 
the assumptions underlying the pure theory and appropriate ad- 
justments should be made therefor. If this had been done by those 
currently discussing the “inefficiency” of American agriculture and 
the malallocation of resources in agriculture it is more than doubt- 
ful that they would have arrived at the conclusion that American 
agriculture is inefficient, they probably would not have implied 
that resources are more badly allocated in agriculture than in the 
rest of the economy, and they w^ould not have left the impression 
that they think a freely competitive economy is more efficient than 
our “administered price” or “reasonably” competitive economy 
If their purpose was to deal with some of the practical questions 
raised by these issues, they would have chosen definitions of terms 
to fit that purpose. For practical theory is not the mere logic of 
mathematics which is the language of numbers; it is also the 
meanings of words. 

Karl Mannheim, in his Ideology and Utopia, clearly describes the 
causes of the theory-practice conflict when he says, “The fact that 
sciences are cultivated in academic surroundings constitutes a 
danger in that the attitudes adequate to the understanding of an 
actual sector of human experience are suppressed in the contem- 
plative atmosphere which prevails in academic institutions. Today 
we almost take it for granted that science begins when it destroys 
our original approach and replaces it by one which is foreign to 
living experience. This is the most important reason why practice 

P Johnson, Forward Prices for Agriculture, The University of Chicago 

* less, Iots I , 1 1. 
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cannot profit by this kind of theory. This creates a tension between 
theory and practice which is increasingly aggravated by modern 
intellectualism. Summing up the main difference between this 
contemplative, intellectualistic point of view and the living stand- 
point which is accepted in the realm of practice, we might say that 
the scientist always approaches his subject-matter with an ordering 
and schematizing tendency, whereas the practical man — ^in our 
case the political person — ^seeks orientation with reference to ac- 
tion. The desire for concrete orientation leads us to view things 
only in the context of the life-situations in which they occur. A 
schematically ordered summary tears apart the organic inter- 
connection in order to arrive at an ordered system which, although 
artificially constructed, is nevertheless occasionally useful.” 



ACTUARIAL STRUCTURES FOR CROP INSURANCE 

HaBOIiD G. HAIiCROW* 

Montana State College 

C ROP insurance is conceived as a device which can be used by 
a farmer to stabilize his income against partial or complete 
crop failure to the extent that this failure is due to adverse weather 
or to related adverse physical crop conditions which are beyond his 
control. As such a device, or with various modifications, crop 
insurance has been tried in every major country in the world. The 
forms, coverages, and general provisions have varied widely. In 
some cases, the attempt has been made to provide general protec- 
tion against any or all factors which cause low yields. At other times 
protection has been restricted to specific risks such as hail, flood and 
insect damage. 

The method of sponsorship or of financial support has varied. 
In the United States until the passage of the Federal Crop In- 
surance Act in 19B8 all attempts at crop insurance were by private 
companies. But in other countries crop insurance nearly always 
appeared under government sponsorship. In most cases it has 
been offered to farmers as a voluntary contract. In some other 
cases, notably in Japan and in the U S. S. R., it has been compul- 
sory. In the Canadian prairie provinces a compulsory wheat tax 
plan having some insurance features has been in operation since 
1939. In the United States the Federal Crop Insurance Act passed 
in 1938 offers the outstanding example of an attempt to apply a 
voluntary crop insurance plan over a wide area.^ 

* This paper presents some of the principal findmgs and conclusions which ar^ 
contained in my Ph.D. dissertation, "The Theory of Crop Insurance,” which was 
submitted to the University of Chicago in 1948. T am grateful for the assistance and 
suggestions given to me by several of my colleagues. I particularly wish to express 
my appreciation to D. Gale Johnson who, as chairman of the dissertation committee, 
gave me valuable advice in the development of the dissertation; to T. W. Shultz 
who encouraged me to proceed with my original suggestion and who carefully re- 
viewed this paper, to Milton Priedman whose ngorous criticism helped me to im- 
prove my dissertation manuscript; to Bainer S^ickele, M, M. Kelso and G. E, 
Korzan who have given me the benefits of their comments in reviewmg this work. 
Several other friends and associates have helped me by then appraisal of certain 
points. 

^ A large number of studies of crop insurance, of a comprehensive and empirical 
nature, are available. Some of the recent articles which have been found most 
enlightening are: P. Arcoleo, "Crop Insurance,” Intemationd Retfiew of Agriculture, 
Home, International Institute of Agriculture, XXXI (1940), 271-76E, 806~16E; 
J.C. Clendenin, "Fed eral Crop Insurance in Operation,” Wheat Studies of the Food 
Research Institute, XVm (1942), 227-90; Dale E. McCarty, "Wheat Yield Insur- 
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In spite of rather general and enthusiastic support of the idea 
of voluntary crop insurance and in spite of strenuous efforts to 
establish such programs, in almost every case voluntary crop 
insurance plans have failed on at least one of two counts. Either 
they have failed to attract the large majority of farmers or they 
have failed to approximate a self-supporting situation.® 

The failure to attract participation of the majority of farmers 
suggests that many farmers have not looked with favor on the 
premium'-indemnity schedule and may have considered that they 
could maximize their income over time by remaining outside the 
program.^ The failure of the plans to become self-supporting sug- 
gests that adverse selectivity must have been widespread, farmers 
with better than average expectations of collecting indemnities 
being the ones most frequently attracted to the program. This 
failure of voluntary crop insurance raises two basic questions: Is 
it possible to design and to administer these programs so that they 
will be attractive to the large majority of farmers and so become 
self-supporting? Or will it be necessary, in order to obtain wide- 
spread participation, to turn to compulsory insurance or to in- 
surance that is heavily subsidized? A strong case may be presented 

ance,” this Journal, XXXIII (1941), 6C4-67; B. E Motherwell, “A Study of Crop 
Insurance,” Report of Ike Saskatchewan Reconstructton Conned, Appendix 3, Regina, 
Saskatchewan 1944, Ray P. Pengra, “Crop Production in the Semi-Arid Regions on 
Insurable Risk,” this Journal, XSIX (1947), 567-70, President’s Committee on 
Crop Insurance, Report and Recommendations of the Presidents Committee on Crop 
Insurance, House Document No 150, 75th Congress, 1st Session, 1937; B. D. 
Raskopf and E. B. Pickle, Cotton Crop Insurance in Tennessee and United States, 
University of Teimessee Rural Research Series, Monograph No. 19S (1946) , Raskopf 
and Pickle, Wheat Crop Insurance in Tennessee and United States; ibid., No, 197 
(1946) ; F. H. Sanderson, “A Specific-Risk Scheme for VPheat Crop Insurance,” this 
Journal, XXV (1943), 759-76; Andrew Stewart, “Stabilization of the Income of the 
Primary Producer,” Canadian Journal of Economics and Political Science, XI 
(1945), 859-72; S E. Wrather, “Adaptation of Crop Insurance to Tobacco,” this 
Journal, XKV (1943), 410-18. Since 1937, extensive congressional hearing have 
been held on the subject of crop insurance Several issues of The AgricuUuralFinance 
Remew and The Agricultural Situation, published by the United States Department 
of Agriculture, have carried short articles on this subject. 

® Exhaustive study of the references listed in the preceding footnote and other 
source material serves as background for this statement. Experience of the Federal 
Crop Insurance Corporation (hereafter abbreviated as PCIC) may be cited as an 
example The crop year 1947 was the first time that premium collections of the PCIC 
exceeded indemnity payments on conimed operations for all commodities. In this 

all crops, and wheat yields generally were well above average. Up to 1947, the 
losses incurred in the writing of insurance totaled about 90 million doSars in addition 
to operating expenses paid for by current appropriations. At the height of participa- 
tion m the wheat program in 1940 about 20,7 percent of the seeded acreage of wheat 
in the United States was insured. 

^ Cf. Clendenm, op cit, pp 260-61. 
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for compulsory crop insurance or for insurance involving subsidy.^ 
Compulsory crop insurance, however, may be resisted by farmers 
on social-political grounds and on the grounds that premiums, at 
various times, would exceed the discounted value of the probable 
indemnity. Insurance involving subsidy also may have important 
adverse effects on the efficiency of resource utilization ^ Therefore, 
a voluntary contract not involving substantial subsidy is to be 
preferred. 


Forms oj Voluntary Insurance 

In the discussion which follows, the forms which voluntary crop 
insurance plans may take are outlined; and the conditions necessary 
to establish a crop insurance program to meet actuarial require- 
ments are examined. Such a program is defined as fulfilling the 
following conditions: (1) It would protect a farmer against partial 
or complete crop failure, to the extent that this failure is due to the 
adversity of weather and related physical crop conditions beyond 
his control, and (£) protection would be offered under such a 
premium-indemnity schedule that all farmers facing similar prob- 
abilities for indemnities would be assessed similar premiums. Ful- 
fillment of the latter provision would mean that no farmer would 
be penalized or subsidized consistently through the use of in- 
surance. Under this condition, the insurance contract could be 
attractive to any farmer who wished to reduce the income un- 
certainty caused by fluctuating physical crop conditions and it 
could be designed to eliminate the necessity for recurring subsidy 
due to indemnities continuing in excess of premiums.® 

* For the line which the argument for compulsory insurance might take, see A C. 
Pigou, The Economies of Welfare^ London* Macmillan and Company, 1920, pp 902- 
11. The subsidy which would bring about the widespread use of crop insurance on a 
non-compulsory biasia might be considerably less than the amount of money which 
has been spent on feed and seed loans, direct relief payments, disaster payments, 
etc, 

* It might encourage the growing of wheat on land which is “sub-margmal” for 
wheat production, for mstance Thus it might cause a misallocation of resources 
toward wheat production Some cases have been found where flax growing was 
encouraged by insurance on land on which flax would not be grown in the absence of 
insurance. Incidentally, feed and seed loans or direct rehef may be protested on simi- 
lar grounds Too many resources may be funneled into an area m relation to marginal 
productivity of the land in the area 

« Only expenence can determine w’hat proportion of farmers would buy such 
insurance and what size reserves an insurance corporation should carry There can 
be little doubt but that an actuanaDy sound program m the United States would 
have paid several billion dollars to farmers durmg the drouth period of the 1930’s 
if a large majority of the farmers of the United States had been insured. Also during 
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The analysis is restricted to three different plans for crop in- 
surance distinguished by the methods by which premiums and 
indemnities are calculated. These three plans are called all-risk 
crop insurance, area-yield insurance, and weather-crop insurance. 
The conclusions, which may be applied generally, are stated with 
reference to the United States. 

All-risk crop insurance. In all-risk crop insurance a base yield 
is established for each farm — ^such as the average yield experienced 
on that farm in a 10-year period. Insurance is offered to cover either 
50 percent or 75 percent of the base yield. If the actual yield in any 
year falls below the insured yield, an indemnity, equal to the 
difference between insured yield and actual yield is payable to the 
insured farmer. Premiums are assumed to be uniform over a county 
and are based on an estimate of the average indemnity payable in 
the county over a period of years.^ For example, if a farmer's 
average yield of wheat for a 10-year period were 20 bushels per acre, 
his insured yield at the 75 percent level would be 15 bushels per 
acre. If he received 10 bushels per acre some year his indemnity 
for that year would be 5 bushels for each acre insured. 

Area-yield insurance. In the area-yield insurance plan, premiums 
and indemnities are based on the yield received in an area of 
normally uniform crop conditions which may vary in size from a 
township or part of a township to a county or more. Indemnities 
are paid to any insured farmer in any year in which the mean area- 
yield for the year falls below a specified level (the level may be 
defined as some percentage of the expected or normal yield for the 

the years from 1941 to 1948, aggregate premiums would have exceeded indemnities 
by several billion dollars Aggregate gams vs losses in any year or over a period of 
of years should not be used as the criterion of success or failure m a crop insurance 
program Instead, the analysis must distinguish between the losses which may be 
due to incorrect actuarial procedure and those which may occur from time to time 
because of adverse crop conditions. 

The use of a compulsory contract is not ruled out in this analysis. Insurance 
nught be made compulsory in some areas through operation of a crop insurance 
district which might be estabhshed under a “crop insurance district law” much as 
weed districts are now established under a “weed distnct law ” Also lenders might 
require the use of insurance as a condition for extension of credit. But under any 
case the first task is conceived as one of perfecting the actuarial structure 

^ The FCIC attempted to establish an individual premium rate for each farm 
based on the probabilities of mdemnity for that farm. After a few years’ trial it was 
decided that this method was not practical because of inaccurate or inadequate 
data and by 1946 nearly all crop insurance in the United States was sold under uni- 
form county-wide premium rates In 1947 in Chouteau County, Montana, for ex- 
ample, the county-wide premium rate for insurmg wmter wheat on summer fallow 
for 75 percent of the base yield of the farm was 1,8 bushels per acre 
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area)* For example, if the normal yield of wheat of an area were 20 
bushels per acre, if the yield in a given year were 16 bushels per 
acre, and if the insured were a wheat farmer insuring for the normal 
area-yield, he would receive the equivalent of four bushels of 
wheat for each acre he insured regardless of his wheat yield on his 
farm. If he were insured for 90 percent of the normal area-yield 
his insured level would be 18 bushels per acre and his indemnity 
would be two bushels per acre. All farmers in an area would be 
ofiEered a common schedule for insuring area-yields which would 
offer options of insuring for normal area-yield, for 90 percent, for 
80 percent, and on down to about 50 percent of the normal area- 
yield. Corresponding to this schedule there would be a schedule of 
premiums specifying the premium to be charged per acre. The 
premium rates would be based on the estimated amount of in- 
demnities payable under each of the indemnity options. 

Weather-cro'p insurance. In the weather-crop insurance, premiums 
and indemnities are based on the weather records of the locality in 
which insurance is to be sold. Indemnities would be paid to any 
insured farmer in any year in which the weather, in terms of some 
measureable criterion, is beyond certain limits of tolerance. For 
example, if the mean annual rainfall in an area were 25 inches, 
which is assumed to be near the optimum for crop production 
in this case, a farmer might wish to insure against the possibility of 
occurrence of less than 18 inches or more than 32 inches of rainfall. 
He may be offered an indemnity schedule showing the indemnity 
he would receive providing mean annual rainfall is 17 inches, 16 
inches, 15 inches, or less, and S3 inches, 34 inches, or more. Ad- 
ditional schedules could be provided for farmers who wished to 
insure against the probability of rainfall being less than 20 or 
more than 30 inches, less than 16 or more than 34 inches, and so 
on. For each schedule, a definite premium would be assessed. The 
premiums and indemnities could be stated in terms of amounts of 
produce or money for an insured acre. Factors in addition to rainfall 
such as temperature, evaporation, or hail might be included in the 
formida. 

The process of analysis which follows is (a) to apply stated as- 
sumptions to each of the forms of crop insurance, and (b) to relax 
these assumptions one at a time, observing the effect of this re- 
laxation on the respective crop insurance program. 
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AlURish Crop Insurance 

Basic assumptions. The first assumptions are (1) that the secular 
trend value for yields on each farm in a county is zero, (2) that the 
average deviation of yields from the mean is the same for all the 
farms, and (3) that the mean yield is the same for all the farms. If 
these assumptions are realized the premiums paid by a farmer using 
all-risk insurance should be equal to indemnities over a long period 
of time.® No net gain or net loss should be experienced. The effect 
of such insurance would be to reduce the fluctuations in income 
caused by yield variations. 

As the first assumption listed above is relaxed, it is assumed that 
the level of yields changes on individual farms. Under the new 
assumption, farmers with increasing yields would find that the 
aggregate premiums for a 15- or ^O-year period would be in excess 
of the sum of the indemnities and conversely for fanners with 
decreasing yields. Without some compensating device, the first 
group of farmers would have net losses and the second group 
would receive windfall gains through the use of insurance. 

The use of a moving average as the base for insured yield and use 
of a system of dividends for farmers with low indemnities might 
reduce the inequities otherwise found in the upward or downward 
trend. The system of dividends could not eliminate the inequity 
completely, however, because of the lag inherent in the adjustment. 
A more serious criticism which applies to the use of a moving aver- 
age is that insured yields would not be consistent with yield proba- 
bilities. After a series of poor yield years on an individual farm, for 
instance, insured yields would be reduced to the point where a 
farmer should drop the insurance.® After a series of good years the 
insured yield might be so high that the farmer would have a good 
chance of obtaining a windfall gain if he should continue with in- 

^ This woifldbe true under file condition that administrative eiqpenses, or load- 
ings, are paid by the Federal Government. If administrative expenses are paid out 
of premium receipts, then gross premiums, equal to net premiums plus loadings, 
would be equal to aggregate indemmties. It is a matter of policy, which is not 
examined at this point, whether administrative expenses should be paid out of gross 
prenuums or be paid by the Federal Government. The latter is assumed but this 
assumption does not appear as a necessary condition in the analysis. 

® In many counties m Montana, the Dakotas, Nebraska, and Kansas, poor crops 
were experienced in 1940 and 1941 The FCIC raised premium rates and cut insured 
yields on the basis of this experience at the same tune that prospects appeared good 
for the 1942 crop. As a result participation declined sharply, Cf. Clendenin, op. cii , 

p. 261 
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surance. Under such conditions an adverse selectivity is probable 

When the second assumption is relaxed and it is assumed that the 
average variation of yields is not the same for all farms, the farmers 
having the larger yield variations would receive larger indemnities 
in years of poor crops than those fanners with smaller yield varia- 
tions. The difficulty of working out an individual actuarial schedule 
for each farm which would reflect this situation is readily apparent 
from a study of farm yield data. Even if this could be done the 
desirability of doing so is questionable because a series of unusually 
wide yield variations on a farm, or a series of low yield variations, 
might cause the calculated indemnity probability to be at variance 
with the actual yield probability. 

The individual farms in a given area may differ widely in respect 
to average yields.” When the third assumption is relaxed various 
degrees of the following situations may develop. If the actual 
deviation from the mean yield in bushels or pounds is the same for 
all farms, the farmers with low average yields would receive in- 
demnities more often and in larger amounts than the farmers with 
higher yields.^* If the deviation of yields in terms of percentage of 
mean yields is the same for all farms, the farmers with the higher 
average yields would receive larger indemnities in poor crop years 
than the farmers with low average yields. In order for there to be 
no inherent cause for an adverse selectivity, the indemnity for 


Under this condition an adverse selectivity could develop through time inde- 
pendently of the type of adverse selectivity which might develop among a group of 
farmers in any particular year It should be noted that the use of early deadlines for 
insuring or of a “continuous*’ contract could not completely overcome this difficulty 
Early deadlines have been recommended elsewhere. See Clendenin, op cfit , pp 
S48-50. In 1946 the ECIC mstituted a “contmuous” contract which would be 
subject to annual cancellation by either the farmer or the corporation A three-year 
contract was being used for wheat See AgnauUural Finance Remew, DC (1946), 71. 

The following data are presented for all farms on the AAA hstmg sheets m 
Chouteau County, Montana, to indicate the wide range m yields which may exist 
in some cases* 


Average Yield IQSS-'Sa 

Bushels x)€r Acre 

No. of Farms 

0-5 

212 

5 1-10 

496 

10.1-15 

320 

15 1-30 

126 

20.1-35 

64 

Over 25 

51 

Total 

1.269 

“ This conclusion is valid only under the condition that farmers 


than their mean yield, say 75 percent of mean yield or less 
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each class of farmers ranked according to yield would have to be 
potentially equal for the entire universe of farms which were eli- 
gible for a common premium rate. The fulfillment of this condition 
appears to be out of the question.^® 
llfect of increasing accurcuiy of farmers^ expectations If farmers 
grow more than one crop and if they vary the acreage of crop to 
be insured from year to year,’ an additional factor involving adverse 
selectivity may appear. In years when yield prospects are relatively 
poor, the discounted value of the crop in terms of expectations will 
be greater for an insured crop acre than for an uninsured acre. In 
years when yield prospects are relatively good, the opposite case 
will exist because the insurance premium will appear as a cost and 
the net discounted value of the crop in terms of expectations will 
be less for an insured crop acre than for an uninsured acre. In the 
former case, therefore, there would be a tendency on the part of 
the farmer to increase the insured acreage and in the latter case 
there would be a tendency to reduce the insured acreage. If insured 
acreage on a farm can be varied, the tendency for an adverse 
selectivity to develop would depend on the extent to which crop 
yields can be predicted prior to seeding.^^ 

Two factors may enter into the farmer’s yield estimate: (1) 
general weather conditions, soil moisture, insect conditions, etc.. 

There may be a tendency toward the fulfillment of the condition although the 
relationship might be termed highly haphazard If the standard deviation of yields 
18 higher on high yielding farms than on low yielding farms, and if the coeflScient of 
vanabihty is greater on tiie low yieldmg farms than on the high yielding farms, there 
would be a tendency toward f ulfillment. There is some evidence that such a tendency 
does exist The following data, for example, are from a study conducted at expen- 
ment stations m the Northern Great Plains durmg the years 1906-19S5 and the data 
refer to yields per acre of spring wheat: 

Eight high yielding stations. X=16.9 <r— 10 8 V— 64 

Five low yieldmg stations X=119 <r=89 V«75 

See John S Cole, Correlations Between Annual Pretn'pitation and the Yield of Sjyring 
Wheat in the Great Plains, Washmgton TJSDA Techmcal BuUetm 636 (1938), pp. 
26~28 

It should be noted that the above is one of the causes of adverse selectivity cited 
which could be avoided by the establishment of an individual premium rate for each 
farm The establishment of mdividuaJ premium rates has been found “impractical,” 
however, because of inaccuracies in mdividual farm yield data and because of the 
changes which have occurred in the normal level of mdividual farm yields, Cf 
(above) footnote 7. 

In the Great Plains, Ae abihty to predict yields prior to seedmg or in the 
sprmg appears to be increasing through the use of information obtained from recent 
investigations See A. L. Hallsted and 0 R. Mathews, Soil Moisture and Winter 
Wheat with Suggestions for Abandonment, Kansas Agricultural Experiment Stotion 
Bulletin No- 273 (1936) and Ray F. Pengra, “Crop Production in the Semi-Arid 
Redons and Insurable Risk,” this Joumcd, 'SXLS. (1^47), 567-70 Cf. (below) 
footnote 21. 
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and (£) individual tilth condition of each individual field* The 
insurer might prevent an adverse selectivity from developing on the 
basis of the first factor by providing only a long term contract and 
by writing insurance for a definite number of acres each year. It 
would be practically impossible to prevent an adverse selectivity 
from developing on the basis of the second factor because under 
any kind of contract that might be written it would be necessary to 
allow a farmer freedom to insure part but not all of the various 
fields in his farm. The rational thing for a farmer to do would be to 
place insurance on those fields on which the probability of in- 
demnity is relatively high. If all farmers have an equal oppor- 
tunity to select fields in this manner, no adverse selectivity would 
result among farmers and premium-indemnity rates could be 
made to reflect such a situation, but a conclusion based on general 
observation is that farmers do not have an equal opportunity to 
make such choices. Some will have relatively poor yield prospects 
on some fields in particular years in comparison with yield pros- 
pects of some other farmers* The former group may choose to insure 
the fields on which there may be a high indemnity probability in 
comparison with the maximum indemnity probability of the other 
farmers. A larger proportion of the former group than of the latter 
group may enter the insurance program. 

General conclimon. Thus, relaxation of each of the three assump- 
tions first stated — and they must be relaxed in order to consider 
the conditions in some of the major agricultural regions of the 
United States — and interjection of the idea of increasing accuracy 
of farmers’ jdeld expectations, leads to a situation implying ad- 
verse selectivity, a type of adverse selectivity which cannot be 
overcome by modifying the provisions of all-risk crop insurance. 
Therefore the general conclusion in respect to the all-risk type of 
crop insurance is that it will work in a satisfactory manner only 
under a system of conditions so exacting in their specifications that 
they will be found to rather limited extent in American agriculture. 
In some low-risk regions, in some areas where yield trends are not 
pronounced or are not influenced to a marked degree by the 
action of the individual farmer, and in case of some crops such as 
perennial fruits, the all-risk insurance may work in a satisfactory 
manner. But all-risk crop insurance may fail to work satisfactorily 
over the major part of the farming area, particularly the highest 
risk area, of the United States. 
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Area^Yield Insurance 

Necessary condition. The basic empirical assumptioB used in 
developing the area-yield type of crop insurance is that the mean 
yield in a year in an area will reflect the physical crop conditions 
faced by a fanner in the area. While this assumption is not in the 
form of a necessary condition for the insurer, who may be indiffer- 
ent in an actuarial sense whether it is fulfilled or not, it represents 
a condition which must be fulfilled to some degree if a farmer is to 
receive protection against the occurrence of adverse crop condi- 
tions. One method for determining when this condition is fulfilled 
in an area is to measure the degree of consistency with which each 
individual farmer’s yields vary directly with the area yield. This 
degree of consistency will depend, to a considerable extend, on the 
boundaries established for the area and on the homogeneity of the 
area in production of the crop insured.^® The closer the correlation 
between farm and area yields, the more effective area-yield in- 
surance will be in providing the equivalent of yield stability for a 
farmer in the area.^® It is not possible on an a priori basis to deter- 
mine to what extent this correlation exists. Among some two 
hundred farm cases which have been studied, it would have been 
possible through the use of area-yield insurance to have reduced 
the average deviation of gross income on the individual farm, 
which was due to variations in yields, to a level varying from ^ 
to 40 percent of what the average deviation of gross income was 
in the absence of insurance.^’' The average deviation of net income 

^ The ideal area concept to employ in an area-yield insurance program might be 
that of a type-of-farmmg area which may be defined as an area within wmch a 
particular system of fanmng is dominant or within which two or more systems are 
interwoven mto a pattern. "V^thm any one area the same pattern of change should 
exist and the boundaries should be moved when there are changes m ecological 
factors. Cf. John D, Black, Marion Clawson, Charles R. Sayre, and Walter W. 
Wilcox, Farm Management (New York. The Macmillan Company 194!7), pp. 384- 
86 Type-of-fanning studies in which areas have been delineated have been com- 
pleted and the resmts published in bulletin form for several states, among wH(h 
are the following: Connecticut, lUmois, Indiana, Iowa, Kansas, Kentucky, Michi- 
gan, Montana, North Dakota, South Dakota, Texas, Utah, and Washington. 

These cor^Iations are a matter for empirical analysis When the correlation 
is found to be high it may be concluded that there is a dose relationship among area 
yields and crop conditions faced by the farmer. A low correlation does not prove that 
this relationship does not exist, however, because a lack of correlation might be 
caused by differences in a farmer’s methods or practices. 

This is a greater reduction than is possible under similar drcmnstances with 
the use of the 76 percent yield coverage under the all-risk type of crop insurance. This 
result was obtained usmg the assumption t^t premiums would be paid only in the 
years when area yield was above average. The yield data were taken from records 
of wheat farms in Montana, North Dakota, South Dakota, Kansas, and of cotton 
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could tave beea reduced to a greater degree. The extent to which 
similar results could be experienced would determine how efEective 
area-yield insurance should be in providing the equivalent of yield 
stability for a farmer. The studies which have been made indicate 
that this range of effectiveness may be significantly greater than 
has been possible with all-risk crop insurance. 

General analysis. In performing an actuarial test of area-yield 
insurance the first assumptions are: (1) that the secular trend value 
for yields on each farm is zero; and (^) that the average deviation 
of yields from the mean is the same for all farms. If these assump- 
tions are realized, and if the necessary condition stated above is 
fulfilled, area-yield insurance would materially reduce or perhaps 
eliminate the income fluctuations of a farmer which are caused by 
yield variations. Net premiums paid by a farmer would equal 
indemnities received over a long period of time. 

If the yield level changes on mdividual farms, any farmer would 
find that the change in his own yield level would have no effect on 
his own premium-indemnity schedule, except as his own yield 
affects the area average. The insurer may be indifferent therefore 
about the yield trend on any individual farm because all farmers in 
the area would participate in a common premium-indemnity 
schedule. This means that a fanner with increasing yields would 
not be penalized by the use of insurance and that a farmer with 
declining yields vrould not receive windfall gains through the use 
of insurance. A farmer would be able to reap the full gain from 
any improved fanning practice which resulted in higher yields and 
a farmer who received low yields because of his own malpractice 
would not be subsidized.^® 

The weighted average yield experienced in an area each year 

farms in Texas Yields of tobacco farms in Virginia did not show as high a yield 
correlation Lloyd Barber of the BAE, John Fulmer of the University of Virginia, 
and J. A. Hodges of Kansas State College helped to provide some of these data These 
cases should be regarded as illustrations of what may be done rather than proof of 
the extent of area yield insurance applicabihty Further refinement m area delinea- 
tion should make possible closer correlations between farm and area yields and this 
should increase the effectiveness of area-yield insurance in providmg the eqmvalent 
of yield stability. 

It IS extremely unlikely that farmers would ever resort to “collusive action” 
m an area to deliberately lower the area yield and thus obtain an mdemnity (1) 
because to do so would lower the normal area yield and thus provide no long term 
gain and (2) because the leaders in the action would be the losers Farmers who did 
not “go along” would obtain an equal indemnity as well as their regular crop. There 
would have to be 100 percent “collusion” for the leaders of such action to break 
even. 
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would be used in determining the eligibility for indemnity of all 
insured farmers. The statistical problem is twofold: (1) to establish 
the weights to use in an area in deriving the area average; and (^) 
to measure the yields in the various parts of the area each year in 
order to determine the area average for the year. Each year yields 
would be measured on a group of typical or ^T)ase” farms in each 
part of the area. These data would be combined to provide the 
weighted area average. If these farms were ^'well” selected, per- 
haps as few as 15 or 20 farms could be used to provide the necessary 
data and the results might be made to apply to 1,000 farms or more, 
depending on the size of the area and on the character of the agri- 
culture in the region. 

The normal area-yield would be an average of the weighted area 
yields experienced over a period of years modified to reflect the 
effect of changing costs and prices and changing farm technology. 
The normal yield would be the expected yield under normal 
weather conditions, and the normal yield would be changed from 
time to time so that insured yield and premium rates would reflect 
the changes in the level of yield probabilities. If this is done the 
insurer may be indifferent about the trend of yields in the area or 
among farmers in the area 

The statistical problem involved is that of developing the aver- 
age of the weighted area yields and of developmg the necessary 
‘‘production functions,” related to prices, costs, and technology, 
which would be used in modifying the base average to obtain the 
normal yield for the area.^® In order to prevent intermittent par- 
ticipation which might develop into an adverse selectivity it would 
be necessary to take account of cost and price expectations of 
farmers. Otherwise farmers might estimate area yields a year or 
two in advance with greater accuracy than would be inherent in a 


The establishment of the premium-indemnity schedule may require successive 
approximations. Ten years for instance may be too short a period for the establish- 
ment of a base area yield Cf. V. P. Timoshenko, "Variabihty m Wheat Yields 
and Outputs,” Wheat Studies of the Food Research Institute, XTX (1943), 196 It 
should be recognized that changes m insured yields and in premium rates should 
also be based on factors such as changes in farmmg practices, m seed, and in use of 
fertilizer The same method could not be applied m all-risk crop insurance (1) be- 
cause an agency not directly associated with the management of an individual 
farm is not in position to determme yield probabilities on mdiyidual fields with the 
same degree of accuracjr as the farmer and (2) because changing farmmg practices 
may make all computations of past performance meaningless An mdividual farmer 
might change his imnd about applying fertilizer thus changing the yield probability 
for the farm or field 
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formula used by the insurer; and they might buy insurance heavily 
when yields are expected to be lower than the formula indicates 
and drop out of the program when they expect the area yield to go 
above that indicated by the formula.^o If their expectations are 
correct and if the terms of the contract allow them to act in this 
way it is possible that an adverse selectivity might result. 

Various devices inight be used to overcome the possibilities of 
such an adverse selectivity. The freedom of individual farmers with 
respect to insurance might be restricted by charging an initial 
entry fee and a re-entry fee adjusted to prevent intermittent par- 
ticipation. Under some circumstances these fees might be refund- 
able. A long-term contract— a three-, four-, or five-year contract 
for instance — ^with early deadlines for application and cancellation 
might be the only kind offered. Such action would be of an eco- 
nomically coerdve nature, however, and perhaps could be justified 
only if the formula could not be refined to reflect the factors on 
which yield expectations for two or three years ahead are based. 
Thus the formula should be modified by known factors such as 
prices, costs, technological and ecological data which have influ- 
enced yields and which are expected to change the level of yields 
in the period of the insurance contract. The formula should be 
flexible enough to allow the insurer to reduce the normal yields 
when lower area yields are expected and to take the opposite course 
when higher yields are expected.®^ 

H the second assumption listed — ^that the average deviation of 
yields from the mean is the same for all farms in an area— is 

If diief reliance is placed on a formula involving the projection of a trend it 
a>nld be implied that the elasticity of expectations for yields is near unity. Actually 
it may be greater or less than unity and fanners may be aware of that fact HidKs 
used the term ‘^elasticity of expectations” as “The ratio of the proportional rise m 
expected prices (of a commodity) to the proportional rise in its current price ” See 
J. B. Hicks, Value and Capital (Oxford University Press, 1939), p. S05 The term is 
used here in a similar sense, meaning that if a rise, or fall, in yields is expected to 
continue at the same rate the elasticity of expectations is unity Cf footnotes 14 
and£l. ^ 

®^Por an appraisal of how farmers may form their expectations in regard to 
;^elci8 see T. W. Schultz and O. H. Brownlee, “Two Trials to Determine Expecta- 
tion Models Applicable to Agriculture,” Quarterly Journal of Ecmmice, LV ^942), 
487-96. The insurer would be faced with the necessity of determinmg the production 
effects of chants in prices, co^, technological and ecological factors Some margin 
of error could be allowed tiie insurer but m general the insurer would have to hold 
expectations for the area whidi are as precise as those held by farmers, if an adverse 
selectivity through time is to be avoided. Anything which adds to the degree of 
certainty m prices, such as a forward price program, would be an aid to the insurer 
in developing the normal yield. 
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replaced with the assumption that average deviations are not the 
same, it may be found that the farmers with relatively low yields 
will have a lower yield variation in bushels or pounds per acre than 
the fanners with relatively high yields. If this is the ease, the 
farmers with high yields should insure for an acreage in excess of 
their seeded acreage in order to be completely protected, whereas 
farmers with relatively low yields could insure for less than their 
seeded acreage and still be completely protected. If it is found that 
the percentage variation in yields is more uniform than is the* 
variation in terms of bushels or pounds per acre, then a reasonably 
equitable limit to put on the farmer^s insurable acreage could be 
determined by setting an upper limit on the total acreage to be 
insured in an area and by allocating this acreage to farmers on the 
basis of relative production, yield tunes acreage, of the individual 
farms in the area. Such a method would allow the farmers in an 
area to be covered by insurance to the extent of relative output 
and it would prevent the insurer from offering insurance on a farm 
in excess of the farmer’s normal insurable interest. In areas where 
average deviations of yields of individual farms do not differ to 
any marked degree, justice could be obtained by setting the limit 
on insurable acreage within about 90 percent to 110 percent of 
average seeded acreage on the farm.^® 

Adaptation to several crops, A program of area-yield insurance 
could be applied to nearly all crops in an area by allowing a 
farmer to include several crops in his insurance program. For 
instance, a farmer could purchase 400 acres worth of insurance. 
This might cover his entire cropped acreage including a variety of 
crops. If wheat is the predominate crop in an area, the insurer may 
develop a schedule of premiums and indemnities based on records 
of wheat yields. An individual fanner who plants 100 acres of 
wheat, 50 acres of oats, 50 acres of barley, 50 acres of corn, 50 
acres of sugar beets, and who has 50 acres of pasture and 50 acres 
of miscellaneous crops might insure his entire 400 acres by paying 
the premium required to insure a certain level of wheat yields in 

“ The problem is (1) to prevent a farmer from insuring in excess of insurable 
interest, but (£) to allow a farmer to insure to almost the fuQ extent of his insurable 
interest. In such an area a farmer with, yields which are 110 percent of the area 
average might be allowed to insure up to 110 percent of his (base) seeded acreage, 
whereas a farmer whose jdelds were 90 percent of the area average might be allowed 
to insure for only 90 percent of his (base) seeded acreage, A special acreage allow- 
ance might be permitted for a high-risk farm in a low-risk area. 
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the area. His indemnity would depend on wheat yields in the area. 
His problem may be stated as follows* Will the general crop condi- 
tions which result in low 3 delds for crops other than wheat also 
cause wheat yields to be low in the area? The general answer 
would be in the aflBrmative but the correlation may or may not be 
high. Among the small grains, for instance, a high correlation may 
be expected, but between wheat and corn, wheat and sugar beets, 
or wheat and pasture, the correlation probably would be lower. 
The value of this device would depend on the correlation existing 
between the area-yields of the crop used as a base and the yields of 
all crops which the farmer attempts to insure 

This example suggests two possibilities; (1) area-yield insurance 
might be based independently on two or more crops in an area; and 
(9) premiums and indemnities in an area might be based on a 
weighted average of the most important crops in the area. 

Area yield insurance might be sold on the basis of the yields re- 
ceived for two or more crops in an area. In an area where acreage 
is divided among orchards, truck crops, dairying, and small grains, 
for example, the yield correlation among the crops might be so 
low that if insurance is based on wheat or grains alone, the indem- 
nities received would not correspond with poor crops of fruit, 
vegetables, or feed.^® In cases such as this an index of fruit yields 
might be calculated and area-yield insurance could be offered to 
fruit growers using the normal fruit yield as a base.^ Likewise some 
index of yield might be developed for truck crops and area-yield 
insurance might be sold to truck farmers on the basis of tliis index. 
Area-yield insurance on the grains and feed crops grown could be 
offered on a similar basis. Insurance could be sold on each of several 
crops and a farmer could choose among them in any combination 
desired. The principle also could be extended to an index of yields 
for all of the major crops in an area and the weighted average yield 

It might be argued that when this condition is characteristic there is little need 
for crop insurance because (1) farmers* incomes would not be erratic because of 
3 ueid variations, and (2) crop insurance would not improve resource utilization on 
the part of the firm. This argument would not hold in most cases, however, where 
the correlation is low but still significant 

** When yields are normal the mdex would stand at 100 When they are 90 per- 
cent of normal, the index would be 90. A farmer buying insurance could insure for 
yields of 50, 70, or 80 percent of normal, for instance A range of premiums might be 
olfered for inuring pywhere from 40 to 100 percent of normal For discussion of a 
special problem which may be encountered in ease of fruit, see Ralph R. Botts, 
Developnient of ‘Normal* Citrus Fruit Yields by Tree Ages for Use in a Yield 
Insurance Plan, ’ t^ Jourwoi. XXm (1941). 867-72. The mdex for some crops 
such as tobacco might be on a yield-quality basis. See Wrather, he. <nt. 
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for any year could be expressed as a percentage of normal yield.^® 
A farmer could insure for some percentage of normal yield and the 
insurer would calculate premiums and indemnities on the basis of 
yield experience in the area. A farmer would receive an indemnity 
whenever the index of yields is below the level for which he is 
insured. 

Special problms. There are several specific risks such as hail or 
insect infestations which may affect an area at random. If the 
complete area were affected uniformly, the area-yield would be 
reduced and a fanner would be compensated accordingly for his 
crop loss attributable to the phenomenon. If only a portion of an 
area were affected or if the damage were not uniform over the 
area, a special problem exists. In this case, using hail as an example, 
the damage could be estimated and a specific indemnity would be 
paid for the particular loss.^® The case for insect infestations and 
crop diseases appears more obscure because damaged areas may 
not be as clearly defined as is hail damage and insects or disease 
usually affect some crops more severely than others. Perhaps no 
special treatment can be developed at this stage for losses caused by 
insects or crop diseases.^^ The case for flooding is a special one which 
may best be handled by drawing area boundaries so that strips of 
land such as a slough or ^‘bottomland,’* area which are most likely 
to flood would constitute an individual area. 


^ For discussion of the general problem of constructing a crop yirid index for an 
area see E. J Workmg, “Crop Yield Index Numbers,” this Journal, XXII (1940), 
701-13 and H. G Hiisch, “Crop Yield Index Numbers,” this Jonmot XXV (1943), 
583-98. 

^ The actuarial cost of the specific mdenmity would be mduded m the onginal 
premium. In the case of had, special adjusters would have to be employed to su^ey 
the damage over an area to determme whether any parts of an area should receive a 
special mdeznnity If it was decided that they should, the case might be handled 
somewhat as follows. The regular area-yield indemnity, if any, could be calculated 
on the basis of the estimate of area-yield which would have existed in the absence 
of the hail storm and the indemnity for hail would be based on percent damage to 
the crop existmg at the time of the storm. 

The total mdemnity may be calculated as follows* 

Let 

I =* total mdemnity, 

Yi=insured yield, 

la =* mdemnity due from area-yield insurance, and 
h=percent hail damage. 

Then Yi— la* balance of crop left after area-yield mdemnity 

is calculated and 


I=Ia+h (Y.-U 

This should be recognized as a case which majr be settled accor^ng to the kind 
and extent of infestation or disease and which might be handled in a rcMonably 
eqmtable Tn armBr through the use of spemal riders covermg the specific risk involved 
to the extent that the nsk is not covered by the regular area coverage. 
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General ctmchision- The factors that appeared to work agamst 
the success of all-risk crop insurance will not lead to adverse 
selectivity within an area under area-yield insurance and will not 
endanger the success of the area-yield insurance program. Actuarial 
procedures can be adapted to prevent adverse selectivity and to 
enable the insurer to be indifferentj in an actuarial sense, to the 
facts (1) that yields trend upward on some farms and downward 
on others, (£) that yield deviations are not the same on all farms in 
an area, (3) that all farmers may not purchase insurance, and 
(4) that farmers may insure only part of their seeded acreage. 

As long as the normal yield for an area can be determined ac- 
curately a system of yield probabilities may be developed for the 
area. The area yield probabilities may be used as the actuarial 
data and farmers can be protected against the occurrence of 
adverse crop conditions if areas are delineated so that there is a 
high positive correlation between crop conditions faced by the 
farmer and area yields. Where area yields are not an accurate 
indicator of these conditions, one of the other types of insurance 
may be more useful. 

Parts of the United States where area-yield insurance should be 
most useful would appear to be regions such as the com belt, the 
dry-farm and irrigated areas of the Great Plains, the Palouse 
Country of TVashington, and other regions in which yields may 
vary uniformly in an area. It probably would not apply well to 
ranching areas or to cases in which crop yield variations are not 
uiuform or consistent within an area. 

Weather-Crop Insurance 

Bam conditions- The basic assumptions for weather-crop in- 
surance are. (1) that certain meteorological phenomena which 
depress crop yields can be defined and are measureable; and (£) 
that a schedule can be developed for a locality which will show 
the premium required to insure agamst an occurrence of these 
phenomena and the indemnity which will be associated with 
specific occurrences. The general formula for premiums and in- 
demnities in any-loeality would be constructed on the basis of an 
analysis of the relationship existing between certain weather 
phenomena and 3^elds. Some of the weather phenomena which 
are known to be important in the determination of crop yields, 
such as rainfall and temperature, would be selected on the basis 
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of prior knowledge. Regression equations, based on simple or 
multiple correlations of yields and weather data, would be used to 
indicate the normal relationships and to indicate how yields might 
be expected to vary with variations in the phenomena selected. 
Insurance might be sold on the basis of calculated yield in an area, 
i.e. an indemnity would be paid whenever area calculated yield in 
any year was less than should occur with normal weather and the 
size of the indemnity would vary with the difference between the 
calculated yield and the ^^normal” yield. 

Since the payment of indemnity to a farmer would be based on 
meteorological phenomena rather than on the yields of the indi- 
vidual farmer or of the area, the insurer would not be concerned in 
an actuarial sense about trends of yields, about which crops are 
insured, or about the consistency with which individual farmers 
insure. What is of significance in the analysis is the relationship 
existing between yields and the weather phenomena upon which 
indemnities are based. The value of the insurance for the farmer 
will depend on whether he will receive an indemnity when his 
yields are low because of adverse weather. Where a significantly 
high correlation between certain weather phenomena and yields is 
found, weather-crop insurance could be useful to farmers wishing 
to be protected against such adverse crop conditions. 

The existence of high and significant correlations between crop 
yields and rainfall, soil moisture, and temperature has been es- 
tablished for several regions, particularly for the Great Plains 
region of the United States, Factors which might be included in a 
weather-crop insurance formula, therefore, are soil moisture at 
seeding time or preseasonal precipitation, seasonal precipitation, 
and growing season temperature or evaporation. The formula for 
calculating yields might include these three factors as variables 
or it might be merely a simple first degree regression equation using 
annual precipitation as the variable factor.®^ 

For studies of weather-yield correlations see B. D. Bridgford and H, K Hayes, 
“Correlation of Factors Affecting Yield of Hard Red Spring Wheat,” Jmmal of 
American Society of Agronomy^ XXm (1931), 106-17; John S Cole, Correlationa 
Between Anntutl Predyitaiicm and the Yield of Spring Wheat in the Great Plains; 
USDA Technical Bulletin 636, 1938, John S. Cole and O, R. Mathews, Relation of 
the Depth to Whtch the Soil ie Wet at Seeding Time to Yield of Spring Wheat on the 
Great Plains; TJSDA Circular No. 663, 1940, G. W. Craddo^ and C. L. Forsling, 
The Influence of Climate and Grassing on Spnng~FaU Sheep Range in SouBiem Idaho, 
USDA Technical Bulletin 600, 1938; Floyd E Davis and J. E. PaUesen, “Effect of 
the Amount and Distribution of Rainf^ and Evaporation During the Growing 
Season on Yields of Com and Spring Wheat,” Journal of Agrimtlwrcl Research, LX 
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Test Cases, In several test cases on wheat grown in the Great 
Plains, use of a regression equation containing annual precipitation 
as the variable factor for estimating wheat yields would have made 
it possible for a fanner to make a greater reduction in the fluctua- 
tions in his annual net income through the use of weather-crop 
insurance than would have been possible through the use of all-risk 
crop insurance covering 75 percent of the base yield.^® In one case 
which appears to be fairly typical a farmer using weather crop 
insurance would have failed to cover computed cash operating 
costs in only two of ^8 years* If he had not used insurance he would 
have failed to cover computed cash operatmg costs in 15 out of the 
28 years*®® Further empirical investigation is needed to determine 
how typical such cases may be and to determine the extent of 
effectiveness for weather-crop insurance. 

General conclusion. Weather-crop insurance would be adapted 
most easily to an area in which one or two weather factors, such as 
precipitation and temperature, are generally limitmg and are 

(1940), 1-58; A L. Hallsted and E, H. Coles, “A Preliminary Report on the Rela- 
tion Between Yield of Winter Wheat and Moisture in the Soil at Seeding Time,” 
%hid , Xlil (1930), 469-73; A. L Hallsted and O R Mathews, Sod Moisture and 
Winter Wheat mlh Suggestions for Abandonment, Ransas Agricultural Experiment 
Station Bulletin No. 573, 1936; J. W, Hopkins, “Weather and Wheat Yield in West- 
ern Canada, I Influence of Rainfall and Temperature During the Growing Season 
on Plot Yields,” Canadian Journal of Eesearek, XII (1935;, 800-34, Enoch W. 
Nelson, The Influence of Precijntatnm and Grazing Upon Black Gramma Grass Range, 
USDA T^hnical Bulletin 409, 1934; Ray P Pengra, “Correlation Analysis of 
Precipitation and Crop Yield Data for the Sub-humid Areas of the Northern Great 
Plains,” Journal of tne American Society of Agronomy, XXXVIII (1946), 848-50; 
George A. Bogler and Howard J. Haas, “Range Production as Related to Soil 
Moisture and Precipitation on the Northern Great Plains,” xbud , XXXES (1947), 
378-89; V. P Timoshenko, “Variability in Wheat Yields and Outputs,” Wheat 
Studies of the Food Research Institute, XVIII (1945), 591-338 and iJbid, XIX (1943), 
151-505; L R. Waldron “Yield and Protein Content of Hard Red Sprmg Wheat 
Under Conditions of High Temperature and Low Moisture,” Journal of Agricul- 
tural Research, Xm (1933), 159-47; P Patton, The Relationship of Weather to Crops 
in the Plains Region of Montana, Montana Agricultural Experunent Station Bulletin 
506, 1957; H L. Walster and P A. Nystuen, North Dakota Wheat Yields, North 
Dakota Agricultural Experiment Station Bulletin 350, 1948 For weather and yield 
data, based on state averages, see Louis H Bean, Crop Yields and Weather, USDA 
Miscellaneous Publication No 471, 1945 

This result was obtained using the assumption that premiums would be paid 
only in the years when estimated yield was above normal. Data are from John S. 
Cole, op. cit They represent rainfall and experiment station yields for 14 stations 
in the Great Plains coyering 575 crop years This type of insurance could be made 
more effective in stabilizing income if the estimating equation is expanded to 
differentiate between preseasonal and seasonal precipitation and to include tempera- 
ture or evaporation coeflScients. 

Computed cash operating costs included cash outlays for all usual operations 
plus insurance premiums, normal depreciation allowances on machinery, and $1,500 
as the minimum family Hvmg allowance. 
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highly significant in the determination of crop yields. Semi-arid 
regions generally fit this description. In humid temperate areas 
the correlation between yields and weather factors may be less 
clearly defined and it may be relatively difficult to develop a 
reliable estimating equation for such areas. The magnitude of the 
coefficient of variability in yields may be less in these latter areas 
than in the semi-arid regions and the inaccuracies in the estimating 
equations would cause the errors in indemnity payments to be 
greater, compared with the premium level, than if the coefficient 
of variability of yields is large. In addition, weather-crop insurance 
may be of little value in case of crops where yields are strongly 
affected by risks such as insect infestations and certain crop 
diseases which may follow a year or two after a particular type of 
weather has been experienced. 

Weather-crop insurance may be best adapted to grazing areas 
such as are found in semi-aiid regions of the United States and 
under some conditions it may be useful in dry-farming areas.®^ 
In such situations it may have important advantages in comparison 
with the other types of crop insurance Since the actuarial basis 
of weather-crop insurance is weather data, actuarial tables would 
be unaffected by changing economic, technical or technological 
factors which may influence the general trend of yields. This is an 
advantage actuarially speaking, compared with area-yield in- 
surance and all-risk crop insurance, because premiums would not 
have to be recomputed or revised when price changes or tech- 
nological developments alter general yield prospects. Revisions 
would be made only when it became evident that the measurements 
of the weather phenomena had been inaccurate or unrepresenta- 
tive.®® Thus once established, so that premiums and indemnities 
are actuarially correct, modifications in rates would be minor and 
infrequent. 

Effects of the Actuarial Base on Resource Utilization 

The use of crop insurance may have various effects on the 

The term ‘‘dry-land fanning” is used to typify a system of farming used in 
semi-and regions of the United Stetes where special moisture conservation practices 
are f oDowed such as alternate cropping and faJlowmg, strip cropping, stubble mulch- 
ing, and ^ting 

Ordinarily the premium-indemnity schedule would not be changed durmg short 
weather cycles, such as three- or four-year cycles, but changes would be made on 
basis of data covering longer periods of time. Cf. Timoshenko, op. cit , XIX (1048), 
294-97. 
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pattern and efficiency of resource utilization depending on the type 
of insurance used and on the relationship between yield expecta- 
tions held by the fanner and his insured yield. It may be assumed, 
as a first approximation, that use of insurance would provide a 
basis for a farmer to measure the cost of the uncertainty inherent 
in the weather by presenting him with a specific premium-indem- 
nity schedule. To the extent that it does this it should permit him 
to achieve a position of optimum resource utilization in a more 
consistent manner than he could achieve without insurance.®® 
This first approximation must be modified, however, according 
to the assumptions that are made in respect to the three types of 
insurance. 

AUrHsk crop insurance. The effect of all-risk crop insurance on 
resource utilization may depend on the relationship of a farmer^s 
insured yield to his yield expectations in a given cost situation. 
Three distinct types of situations may be postulated as follows: 
(1) a situation in which yield eiqpectations are normal with respect 
to the base yield; (2) a situation in which yield expectations are 
relatively poor, assumed to be about the level of insured yields; 
and (3) a situation in which yield expectations are very good, about 
10 to 15 percent above the average yield of the base period. In 
each situation it is assumed that the farmer has some specific 
knowledge about the condition of his farm on which to base his 
expectations. 

If yield expectations are about normal with respect to the base 
period, with crop insurance the farmer should be able to come 
closer to the point for optimum resource utilization than he could 
without insurance because the cost of uncertainty inherent in the 
weather will be defined and will be given an average value through 
payment of the premium. A fixed cost, the premium, will be sub- 
stituted for an uncertain cost, the cost of yield variability. 

If yield expectations are relatively poor, approximately at the 
level of the insured yield, for example, a pronounced change may 
take place in the plans for the firm. In this case the farmer may 

® If certain tm^paid costs which may arise through eroaion» free public service, or 
family e^Ioitation are neglected, and if the eidstin^ pattern of resource control or 
ownership w accepted as given, an optimum utilization of resources may be defined 
as a condition that exists when any small change in the production pattern leads to 
a combination of decrements and increments in output such that there is no system 
of exchanges whereby the increments will be accepted voluntarily as a compensation 
for the decrements. 
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restrict inputs to the level which is necessary to qualify for crop 
insurance,®^ By doing so he may elhninate any possibility of loss 
and in case weather conditions are more favorable than is normal 
a net return may be realized. The fanner would cover his costs if 
the yield is as expected. He would have a net gain equal to the 
harvesting expense if there is a complete crop failure and he would 
have a net return for management if weather conditions are more 
favorable than is normal. A farmer might prefer, therefore, that 
the crop would be a complete failure or that weather conditions 
would be unusually good.®® In general the closer the expected yield 
approaches insured yield (from above), the greater would be the 
tendency to reduce inputs to the level necessary to qualify for crop 
insurance; and when expected yield is less than insured yield this 
tendency would be at a maximum.®® If contracts are written con- 
taining the provisions which have been described — ^that the dis- 
counted value of the maximum insurance indemnity is equal to or 
greater than the cost of the qualifying inputs — crop prospects could 
not become bad enough to discourage seeding. 

34 The condition attached to the analysis is that the farmer must employ some 
minimum inputs in order to qualify for insurance. It is assumed that the cost of these 
inputs, plus cost of harvestmg a relatively poor crop, plus the insurance premium, 
are equal to the maximum msurance indemnity. 

3® In some earlier years of the Federal crop insurance program a delay in the 
completion of contracts allowed some farmers to continue to plant and insure when 
crop failure was almost certam. See Clendenm, op, cti,, p. 250. 

® This may help to explain why Congress, m an attempt to avoid losses which 
would be inherent m over-insuring, recently found it expedient to apply new restric- 
tions on insured levels. The 1947 amendment to the Federal Crop Insurance Act 
read in part "... if 75 per centum of the average yield (on the insured farm) repre- 
sents generally more protection than the investment in the crop in any area, taking 
into consideration recognized farming practices, the Board shall reduce such maxi- 
mum percentage so as more nearly to reflect the mvestment in the crop in such area 
. , . See 80th Congress, 1st Session, Public Law 320 (S 1826), p. I, Sec. 508(a). 
The same provision was mcluded in the crop insurance bill introduced in the Senate 
in 1949. Cf 81st Congress, 1st Session, S. 898. For a discussion of the reasons for this 
amendment see 80th Congress, 1st Session, Department of Afnmdture Appropriaiion 
BiUfor IWi Hearings before the Subcommittee of the Committee on Appropriations, 
House of Representatives (April 19, 1947), pp 1696-1700. Insurance may be written 
to cover an average mvestment m the crop rather than a certain percents^ of 
average yield. This type of insurance has been used on an experimental basis for 
com and tobacco. See Report of the Manager of the Federal Crop Insurance Corporo- 
tion, 1947, pp. 25, 30 This type of insurance has been sold on a lower coverage basis 
than tbe yield type because prices constitute an additional hazard. In 1947 the 
FCIC was limiting coverage on tobacco to 75 per cent of the average mvesfanent, or 
to about two-thirds of the coverage which could be secured through the yield type 
By 1947 about 15 percent of the insured tobacco producers had selected the in- 
vestment type of insurance. In the case of corn the coverage was equal to about one- 
half to two-thirds of the coverage provided by yield insurance on basis of 75 percent 
coverage of average yield 
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If yield expectations are very good» 10 to 15 percent above 
average yields, crop insurance might not be used because of the 
reduced probability of receiving an indemnity. If crop insurance is 
used in such a setting, the pattern of resource utilization would 
be the same as when insurance is not used. With yield expectations 
normal or above, no distortion in resource utilization should occur. 

Area-yield insurance. The effects of area-yield insurance on 
resource utilization would depend on the provisions of the contract 
as well as on the situation existing in respect to yield expectations. 
With yield expectations normal or above on the individual farm 
it can be demonstrated that inputs would be closer to the point of 
optimum resource utilization than they would be if insurance is 
not available. This is due to the fact that the reduction in yield 
uncertainty should minimize some of the limiting effects of capital 
rationing and should eliminate the necessity for attempts which 
may be made without insurance to minimize loss probabilities. 
With yield expectations relatively low, but not so low as to dis- 
courage seeding individual fields, a similar result may be expected. 
If yield expectations are so poor on the individual field that seeding 
does not appear to be profitable, the situation resulting would de- 
pend on the provisions of the insurance contract. If the insurance 
contract provides that the fanner must seed a certain acreage in 
order to qualify for crop insurance, this provision might force a 
farmer to seed some fields which he otherwise might handle in a 
different manner. It no such provision is in the contract, resource 
utilization would be determined by the crop prospect. If an objec- 
tive of efficient resource utilization is held, therefore, no TniniTmim 
seeded acreage on a particular farm, or perhaps only a rather small 
minimum acreage on a farm should be established as a condition for 
participation in insurance.®^ 

Weather-crop insurance. The effect of weather-crop insurance on 
resource utilization should be in the direction of an optimum re- 
source utilization. The reason for this is that a farmer should find 
it most profitable to act in accordance with the yield probabilities 
esdsting at any particular time and yet he could arrange the capital 

The insurance carrier might be required to state lhat some mmiTmim acreage 
should be seeded in an area as a condition for insurance participation m order to 
establish a base for indemnity payments. An alternative method for h».Tid1mg con- 
mtiom which are so adverse uiat no crop is seeded would be to shift the base for in- 
demnities from area-yield to weather, providing the actuarial data are available and 
comparable. 
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structure of the firm with greater certainty in regard to the income 
prospect because the income fluctuations caused by yield variations 
should be reduced or eliminated. At the same time the cost of the 
climatic hazard would be measured in terms of a specific premium 
schedule. 

General Conclusions 

Areas of Adaptation, The advantages and disadvantages of the 
three types of crop insurance are relative to the empirical situations 
confronted. In some low risk regions where the probability of m- 
demnity does not change from year to year and in case of some 
crops where the current yield is not influenced greatly by a f armer^s 
immediate action, all-risk crop insurance may be used without ad- 
verse selectivity or without adverse effects on the eiSBciency of re- 
source utilization. The same type of insurance may be found less 
well adapted in other regions or among crops where the necessary 
conditions are not fulfilled. It may be inadequate and actuarially 
unworkable in a high risk region like the Great Plains. In such a 
region area-yield insurance and weather-crop insurance, according 
to the theory developed, should prove more satisfactory (1) because 
of the possibilities of providing a higher base for insured yields, (2) 
because the insurance programs can be made equitable in an ac- 
tuarial sense and an adverse selectivity can be avoided, and (3) 
because both types should have a positive, rather than a negative, 
effect on the ej05ciency of resource utilization. 

Suggested program. If these conclusions are correct the program 
for crop insurance in the United States should develop somewhat 
as follows: (1) Since all-risk crop insurance may be appropriate 
chiefly in low risk regions, or in repons where the first assumptions 
mentioned above are fulfilled, its use should be confined to such 
regions or situations. Empirical studies should be continued to de- 
termine the premium-indemnity schedules and the provisions which 
would be most appropriate for such regions or crops. (2) Since area- 
yield insurance may be most appropriate for the high risk crop 
regions such as the Great Plains, parts of the corn belt, the western 
cotton area, etc., empirical studies should be undertaken as a basis 
for instituting the program. These would involve the delineation 
of areas and the calculation of premium-indemnity schedules for 
each area.38 (3) Since weather-yield insurance may be the only type 

Since 1947 an amendment to the Federal Crop Insurance Act has provided that 
the FCIC might insure or remsure " . . producers of agricultural commodities 
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appropriate for large areas of the western United States, especially 
the ranching areas, investigations should be contiaued as a basis 
for detemaining the specific relationship between weather phenom- 
ena, particularly precipitation, and range or forage yields. The 
weather phenomena then could be used as a basis for writing insur- 
ance on range or forage production. 

In viewing the record of crop insurance in the United States 
most writers have counseled caution and have indicated that it 
may take years to develop a reasonably satisfactory program. For 
instance, the wheat crop insurance consulting committee appointed 
by the Board of Directors of the FCIC concluded in a report sub- 
mitted in 1942 “ . . . that the opportunity be aflPorded to accumu- 
late the fullest data possible before the crop insurance program 
is . . . extended.”®^ Clendenin stated in 1942 that the goal of crop 
insurance is “eminently desirable, does not seem improbable of 
attainment, and justifies experiment with the single crop [wheat, 

be restricted to wheat] until the attempt is either successful or 
proved definitely unlikely to succeed/’^® In 1947, the record of crop 
insurance was reviewed in detail m Congress, both on the floor of the 
House and Senate^^ and before the House and Senate committees on 
agriculture.^ The House Agricultural Committee, in its report to 
accompany an amendment to the crop insurance act stated 
“ . . . the committee believes it should be recognized that the devel- 
opment of a sound crop-insurance program covering even the 
major agricultural commodities on a nation-wide basis is a long- 

under any plan or plans of insurance determined by the Board to be adapted to any 
such commodity . . , for the purpose of determinmg the most practical plan, terms, 
and conditions of insurance . . . But the regular programs have been administered 
under the restrictions (1) that . any insurance offered against loss in yield shall 
not cover in excess of 75 per centum of the recorded or appraised average yield of the 
commodity on the insured farm . . ” and (^) that insurance shall not exceed the 
investment in the crop. See 80th Congress, 1st Session, Public Law SW, loc, wt. and 
81st Oonpess, 1st Session, S. 898 These latter provisions m the law would have to 
be amended to permit the development of area-yield insurance or weather-crop in- 
surance on a commercial basis. 

Herman L, Ekem, Robert J. Laubengayer, and Wilham G. Cochran, Summary 
of Paport of the Wheat Crop Consulting Committee on the Operations of the Federal 
Crop Insurance Carpwatim (1942), p, 42 

J. C. Clendenin, op, cit., p, 274. 

^ See 80th Congress, 1st S^sion, Congressional Record^ XCIU (March SI, July 3, 
July 9, July 25, and July 20, 1947), S012-S015, 8440-8441, 8698-8699, 10296-10S02, 
10580-10581. 

See 80th Congress, First Session, Crop Insurance^ Hearings before the Committee 
on Agriculture^ House of Representatives (March 20 and 21, 1947) and Federal Crop 
Insuraneet Hearings before ike Committee on Agrictdture <md Forestry, United States 
Senate on S, 1SS6 (June 30, 1947). 
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time project that may well take years in its accomplishment. . . . 
The committee is convinced . . . that the best interests of farmers 
themselves will be most truly served if the Public Treasury is pro- 
tected against excessive loss, by curtailment of the insurance pro- 
gram during its development period to the smallest scale consistent 
with effective experimentation, and expanding it later only when 
experience has indicated that a sound insurance plan has been 
worked out. , . . 

While the above statements are well founded in terms of general 
experience, the conclusion seems inescapable that the chief reason 
for failures is that programs have been based on a faulty conception 
of the actuarial problems involved. If the most appropriate struc- 
ture for actuarial purposes is used, crop insurance programs might 
be developed on a nation-wide scale more rapidly than has been 
usually indicated. This would involve (1) placing greater emphasis 
on deternuning the most suitable actuarial base for the particular 
region and crop, {%) marshalling the data necessary for use with 
this base, and (S) developing the administrative organizations and 
techniques which may be most appropriate. 


See Repyrt of the Manager of the Federal Crop Insurance Corporation, lO-tT, p. 4. 



THE FIELD OF AGKICTJLTURAL MARKETING 
RESEARCH: OBJECTIVES, DEFINITION, 
CONTENT, CRITERIA 

Geoffrey Shepherd 
Iowa State College 

T he objectives, definition, content, and Ciriteria for the 
field of agricultural marketing are all related. Let us see if we 
can set them down, separately, but in proper relation to one another. 

Objectives of Agricultural Marketing Research 

What is the over-all objective of research in agricultural market- 
ing? 

Some believe that the over-all objective is to increase the con- 
sumption of farm products.’^ Many believe that the objective is 
to maximize farmers^ net returns.^ Title II of the Research and 
Marketing Act of 1946 declares that “a sound, eflScient, and pri- 
vately operated system for distributing and marketing agricultural 
products is essential to a prosperous agriculture and is indispensable 
to the maintenance of full employment and to the welfare, pros- 
perity, and health of the Nation.” This apparently is the legisla- 
tors’ objective in providing for marketing research. Economists are 
likely to hold the view that the objective of marketing research is 
merely a part of the general economic objective of allocating scarce 
resources so as to maximize the output of goods and services.® 
Others may have still other goals. 

Let us consider these different over-all objectives in turn. 
Increasing the consumption of farm products is an acceptable ob- 
jective, from a national point of view, only if nutritional and cloth- 
ing needs are not already being met. If nutritional and clothing 
needs are being met, it is difficult to see, from a national point of 
view, why there is any more intrinsic merit in increasing the con- 
sumption of farm products than in increasing the consumption of 
other products. 

To take a concrete case: Nutritional studies show that all income 

1 This objective, for example, was written into the basic project statement of the 
North Central Kegional committee on dairy marketing research in 1947. 

* “Report of the New York Mdkshed Price Committee,” Feb. 1949, p. 5. 

* This objective is stressed by R. G. Bressler m his article, “Agricultural Market- 
ing Research’* this Journal, XaXI, No. 1, Part 2, Feb 1949, pp. 553-562, 
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groups consume substantially less milk than they need for adequate 
nutrition.^ Research directed toward expanding the consumption of 
milk therefore would benefit the nation as a whole- Nutritional 
studies also show that a|l income groups consume substantially 
more butter and other fats than they need, nutritionally. Research 
directed toward expanding the consumption of butter and other 
fats could not well be justified on the same grounds as for milk. 

Maximizing farmers^ net returns. This objective is implicit if not 
explicit in much agricultural marketing research. 

So far as farmers’ net returns can be maximized by reducing 
marketing costs, the nation would benefit as well as the farmers 
concerned. But net returns also can be maximized by monopolistic 
action to raise prices. Such monopolistic action would be inimical 
to national welfare, and farmers object to it when it is practiced by 
other groups. It can hardly be included uncritically as a legitimate 
objective for agricultural marketing research. 

A similar objective is sometimes expressed in different words — 
to increase farm incomes. Before that objective could be accepted, the 
case would have to be made that farmers’ incomes needed increas- 
ing more than other peoples’ incomes.® This case is relatively easy 
to establish during depression, when farm incomes decline more 
than the incomes of most other groups. It is less easy to establish 
during booms, when farm incomes rise more than the incomes of 
most other groups.® In any case, the particular method of raising 
farm incomes by marketing research would have to be examined. 
The citrus growers over the past few decades have done a remark- 
ably good job of marketing their product, and research may have 
been a big factor in gettmg the job done. Yet the prices of citrus 
fruits stand now at almost the lowest percentage of parity on the 
whole list of farm products — 11 percent in March 1948, and even 
after the big freeze last Fall, only 31 percent in March 1949. Good 
marketing alone was not able to ensure high farm income.'^ 

* Willard W. Cochrane, High-Level Food Consumption %n the Vnited States, BA£, 
USD A, Misc. Pub. No. 581, December 1945, p, 10. 

® The arguments on this pomt go on and on. For the most recent discussion, see 
Carl Kaysen and James H Lorie, “A note on Professor Schultz’s Analysis of the 
Long Run Agricultural Problem.” Review of Economics and Sterfisiics XXX: 286-295. 
Nov. 1948. Schultz, T. W. “A comment.” this Journal XXX: 295-296 Nov. 1948. 
Carl Xaysen and James H. Lorie. “A rejoinder.” this Journal XXX: 296-297. Nov. 
1948. 

® 1949 Agricultural Outlook Charts, USD A, BAE, Washington, D, C., Oct. 1948, 
p. 7. 

7 This paragrapb barely scratches the surface of the whole problem whether net 
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The suggestion has been made in some quarters that agricultural 
economists should seek to increase farm income in any case — ^be- 
cause ‘‘the farmer’s the fellow you’re working for” — ^regardless of 
the national welfare. 

This is clearly a misconception. An agricultural economist on the 
payroll of a farm commodity pressure group or general farm organi- 
zation may have that limited objective, but his views would require 
examination to make sure they were not biased by his connections. 
The agricultural economist at a college or university is in a differ- 
ent situation. He is a scientist. He is not “working for the farmer” 
or any other special group. He is working for everybody, seeking 
for objective impartial truth, just as an atomic research man is 
not working for the aluminum interests or the uranium interests, 
but for society as a whole. 

It seems clear that the over-all objective of research in agricul- 
tural marketing, at any scientific institution worthy of the name, 
must be in line with the objectives of all scientific institutions — 
the maximum satisfaction of consumers’ demands — ^through the 
maintainence or development of pricing systems that accurately 
reflect those demands and allocate resources to their maximum 
satisfaction, and through the reduction of marketing costs. 

Scope of the Field 

The field of agricultural marketing can be defined either nar- 
rowly or broadly. 

A narrow definition of the field is frequently used. It restricts the 
field of marketing to the job of getting the product from the harvest 
field to the consumer’s table. This appears to be the definition 
adopted in the Research and Marketing Act of 1946 , although no 
explicit definition as such is given in the Act. 

This narrower definition is suited to the purposes of the Act, 
which are to direct researdi into a part of the field that previously 
has been neglected. But it does not provide adequate coverage of 
the field as a whole. Put in everyday language, the narrower defi- 
nition reflects this view: “Here’s the stuff. We’ve produced it; now 
you sell it as best you can. And see if you can’t develop some new 
uses for it, to help us get rid of it.” 

fam income per capita can be raised ^thout the aid of additional measures to 
facilitate the movement of the half million a year of young farmers growing up in 
excess of the number needed in agriculture, I have attempted to deal with this 
problem in Chapters 29 and 30 of my Agricultural Price Policy. 
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The shortcomings of this view are evident. Many marketing 
problems arise because the right variety of crop was not planted in 
the first place. Many other marketing problems arise because the 
right quantity was not produced. To begin with the harvested 
crop on the ground is to begin too late, after much of the market- 
ing problem is already past solution. 

In order to deal with marketing problems adequately, therefore, 
we need to define the field broadly enough to encompass all the 
forces that create the problems. We need to include studies of 
consumer demand (its relation to income, its elasticity, changes, 
etc.) price policies, and so forth.® 

Which End of the Field to Start With^ 

We also need to look at the field of agricultural marketing from 
the proper end. 

That is to say, we should not start with w^hat farmers have pro- 
duced; we should start with what consumers want. We need to start 
with consumers* demands for food and clothing, and see how well 
producers can meet them Production without regard to consumers* 
wants obviously is poor business for producers as well as for con- 
sumers and the nation as a whole. Adam Smith may be out of date 
on some things, but he was correct and still is correct in his observa- 
tion that consumption is the aim and end of all production. Any 
producer who does not start with what the market wants and then 
try to produce it is asking to go broke. 

If we were living in a purely competitive economic environment, 
consumers* demands would be a sufficient starting point But our 
environment is not economic only; we live in a partly welfare 
state, as well as an economic one. We take into account consumers 
needsy as well as their demands. Some groups at some times do not 
earn enough to back up their demand for food and clothing with 
purchasing power (in the economic sense, of course, demand does 

* I believe that this is substantially the same thing that L J. Norton had in mind 
when he outlmed as the first problem in marketmg research, The Market . . . “This 
term is used to mean the quantitative and price aspects of an economy’s sales of a 
particular good.” Norton then defined the first subdivision of this problem as “price- 
quantity relationships, income effects, distnbution-of-mcome effects, general price 
level effect, competitive relationships, secular tendencies m relative demands, etc.” 
(this Joumaly XXXI . 1, May, 194!9, pp. 350-S51). 

Norton*s article was drawn to my attention by the Editor of this Journal after I 
sent my manuscript in to him. It appears to me that we have arrived independently 
at much the same conclusion, that the field of marketing needs to be defined broadly 
to include the study of consumer demand. 
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not exist unless it is backed up by purchasing power). When this 
happens, we do not let those people starve and freeze In one way 
or another, we give them purchasing power to buy enough food 
and clothing to provide for their minimum needs. The determina- 
tion of these needs is a job for nutritionists and others in the 
sciences involved; but figuring out how to provide for those needs, 
and estimating how much this provision will add to the total de- 
mand, surely is part of the field of agricultural marketing research. 

Extent of the Field 

We may agree that we should begin with consumer demand. But 
that IS only a beginning. 

Where we go from there, to define the field of marketing, can be 
shown best by a diagram such as Figure 1. 



Feq 1 

The upper negatively sloping curve DD represents consumer de- 
mand for farm products at retail. It has an elasticity of —0.4, 
the figure estimated by Cochrane.® The lower sloping line DiDi 
represents the demand curve for farm products at the farm. It 
lies below the upper curve DD by the amount of the marketing 
costs. 

* Willard W Cochrane, Farm Price Gyrationa—an Aggregative Syvoihemt this 
Journal^ XXIX, No. 2, May, 1947, 
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The long-run supply curve for farm products is represented by 
the positively sloping’^® line SS. It intersects the demand curve for 
farm products at the farm, DiDi. The vertical line above the 
point of intersection cuts the demand curve for farm products at 
retail. 

In terms of this diagram, the field of marketing may be defined 
as everything above the line DiDi. 

In similar terms, everything below the Ime SS is farm manage- 
ment or production.^^ 


Content of the Field 

As defined above, the field of agricultural marketing includes 
three major parts. 

The first part deals with the position, elasticity, curvature, etc., 
of the demand curve for farm products at retail, the relation of the 
curve to consumer income, and so forth. It includes such questions 
as whether attempts should be made to shift the curve up or down, 
or to keep It from shifting up or down. 

The second part of the field of agricultural marketing deals with 
prices. Consumers’ demands are tiie guides to producers as they 
lay their production and marketing plans, and one of the best 
media for transmitting these demands to producers is the system 
of prices. The accuracy and clarity of prices as lenses refracting 
consumer demands therefore is an essential area of study in the 
field of agricultural marketing. Private and public agricultural 
price policy are both included here. 

The field of agricultural marketing obviously also includes the 
area of costs and profits lymg between the two sloping curves. The 
field IS sketched above in terms of farm products as a group; it 
includes also the different products taken separately, and relations 
among the different products 

The three major parts of the field of agricultural marketing can 
thus be described in summary terms. 

10 There is evidence that the short-rim supply curve for farm products is pracfi- 
cally vertical The supply curves for individual farm products are more elastic. 
(Cochrane, op cit) 

A question may be raised What about the area to the right of the intersection 
of DiDi and SS, above DiDi and below SS? Is it marketing, or production? 

The answer is that really there is no such area The demand and supply curves do 
not intersect, strictly speaking. They lie on different planes, the one representing the 
responses of consumers, and the other representing (with appropriate lags) the re- 
sponses of producers 
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1. Consumer demand for farm products — elasticity, and changes. 

The prices that refract these demands more or less perfectly to 
producers. 

3. The costs of marketing intervening between producers and 
consumers. 

Specific Objectives 

At the end of the first section of this paper, after the general ob- 
jective of agricultural marketing research was set forth, the state- 
ment was made that the specific objectives could best be drawn 
up after the scope and content of the field was outlined. We are 
now in a position to draw up these specific objectives. 

The belief is often expressed that the objective of agricultural 
marketing research is to reduce the costs of marketing. Farm 
management research, for example, can promote the maximum 
satisfaction of consumers’ demands if its objective is to reduce the 
costs of production. Similarly, marketing research can promote the 
maxiinum satisfaction of consumers’ demands if its objective is to 
reduce the costs of marketing. 

Reducing the costs of marketing clearly is one major and essen- 
tial objective in marketing research. But it is not the only one; it 
is in fact only the third of three related objectives under the general 
objective of maximum satisfaction of consumers’ wants. 

In the light of the three parts of the field shown above, the first 
objective clearly is to determine consumers’ demands. The second 
objective then is to ensure that the marketing system accurately 
reflects those demands clear back to the producer, so that he can 
produce accordingly. Reducing the cost of getting those goods to 
the consumer then is the third of the three related objectives. 

Let us examine these specific objectives a little more fully. 

To determine consumer demands'. 

The study of consumer demands falls naturally into two parts, 
one dealing with the demand for existing products, and the other 
with the potential demand for new products. 

The consumer demand for existing products is objectively repre- 
sented in retail prices and quantities sold. The job in this case is 
to get the data, analyse them, and see what they mean in terms of 
relative costs. The quantities of a particular grade or package that 
can be sold at price differentials sufficient to cover the cost differ- 
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entials for packaging, or of producing the product in the first 
place, may be too small to warrant selling that grade; or they may 
be so large as to warrant increased production of it. 

The potential demand for new products is more difficult to meas- 
ure. 

In some cases the **new” product may be a familiar one, already 
on the market, the “newness” consisting only of its being made 
from farm products. An illustration of this is the manufacture of 
industrial alcohol from domestic farm products, where previously 
it has been made chiefly from molasses (mostly imported) and de- 
rivatives of petroleum. The job here is to estimate the costs of the 
new source, or of the new process, and see how it stacks up in the 
competition with existing processes and products. 

In other cases, the new product may be really new, or at leeist 
not generally familiar. Avocado pears used to be a good example 
of this. Sweet corn, husked and wrapped in cellophane, is a more 
recent example of a new package (rather than product). In these 
cases, a controlled experiment, based on sales at different prices 
in a regular retail store is a good way to measure the consumer de- 
mand. 

To ensure that the marketing system accurately reflects consumer de- 
mands: 

The second objective is to ensure that the marketing system ac- 
curately reflects consumer wants. In war time, consumer needs 
are given greater recognition than in peace time, and a whole 
complex system of government rationing and price controls is 
usually employed to do the job. This method was continued for 
some time after the war in many European countries. But in the 
United States we got back to open market prices as reflectors of 
consumer demands as quickly as we could. 

In peacetime, at least in the United States, this second objective 
is primarily a market price objective. The criterion or standard of 
reference here is the concept of the perfect market. This is analo- 
gous to the physicists’ perfect vacuum, or frictionless motion — uneven 
attainable in actual life, but nevertheless an essential standard of 
reference. 

The distinguishing feature of a perfect market is that a uni- 
form price prevails, with proper allowances for differences in place, 
time and form. Most markets (groups of traders) are scattered 
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over a considerable area of space. Tbe “uniform” price in a per- 
fect market therefore is uniform plus or minus transportation and 
handling charges from one geographical point to another. This 
traditional criterion of unifomaity in space is supplemented by 
a corresponding criterion of uniformity in timei plus or minus 
storage and handling costs from one period of time to another while 
basic supply and demand remain unchanged. Finally, a third cri- 
terion of market perfection is the uniformity of prices for different 
grades of a product — ^that is, uniformity in fom, plus or minus 
conversion (processing) or production costs from or between differ- 
ent grades. These three criteria correspond with the orthodox 
division of utilities, in economic theory, into space, time, and form 
utilities. 

In a perfect market, therefore, prices at any one time are uni- 
form over geographical areas, plus or minus the cost of getting 
supplies from surplus to deficit areas. The price of fresh pork loins, 
for example, in New York City would be the same as the price in 
Chicago plus transportation and handling charges from the one 
city to the other. 

Prices in a perfect market also would be uniform at any one point 
over periods of time, plus or minus the costs of storing from one 
period to another (or the costs of producing at different times). 
The price of cotton would rise after harvest by an amount equal 
to the costs of storage. 

Finally, the prices for different grades of a product in a perfect 
market at any one point of time would be uniform plus or minus 
the costs of converting the product from one grade or form to 
another, or the relative costs of producing the different grades. The 
price of choice steers would exceed the price of good steers by the 
difference between the costs of producing the one and the other. 

The three-fold criterion of the perfect market can be summarized 
in brief tabular form as shown in Table I on page 453. 

This criterion, the perfect market, in which differences in prices 
equal differences in costs, is merely a specialized part of the cri- 
terion that is generally accepted for the whole field of economics — 
the equivalence of marginal revenues to marginal costs. This max- 
imizes production from a given set of resources. In a perfectly com- 
petitive market (with horizontal demand curves for the products 
of individual producers) the equivalence of marginal revenues and 
costs leads to an equivalence of average revenues and costs. 
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TaBIiB I. FmVAMBNTAL ElSHENTS OF THE CbITERION OF THE PERFECT MaBEET 


Tune 


Place 


Form 


(1) Prices Price movements over Price differentials be* Price differentials be* 
long, medinm and tween different places, tween different grades, 
short periods of tune. 


(2) Costs a Costs of production a. Costs of production a. Costs of production 
at d^erent times and in different places and of different grades and 
b. Costs of storage b. Costs of transpor- b Costs of processing 
from one time to an* tation from one place the same product mto 
other. to another. different ^ades. 


This concept of the perfect market is useful also as a framework 
for classifying marketing research projects and organizing the con- 
tent of marketing books/^ as well as for appraising individual mar- 
keting problems.^® 

Max Brunk, however, disputes the usefulness of the concept, 
in the following words: 

“ . . . for a number of years now, marketing researchers have been ob- 
tmning facts based on well formulated hypotheses which serve to modify 
some of the basic assumptions behind the ideal market concept. If we must 
continue to ignore these modifications and return to a static ideal market 
concept for a framework within which to fit our studies, evaluate past 
work and plan future work, we can hope to make little progress. This 
does not deny the importance of competitive economic theory in the 
formulation and constant improvement of basic concepts, but it does seem 
to censure researchers for not having used theory in the development of 
concept modifications in the light of facts which have been thus far de- 
veloped. Science progresses only to the extent that new hypotheses are 
developed from the testing of old hj^iotheses. We cannot expect to make 
much progress by continually basing our research on concepts which fail 
to grow. Needless to say, our marketing system today bears little semblance 
to that envisioned by classical economists.*’^^ 

Bressler evidently anticipated criticism on the point, in the full 
paragraph on page 555 of his article. Apparently, however, this 
did not satisfy his first discussant. 

Brunk makes one constructive suggestion. He says: “As for the 
need of a benchmark by which to measure accomplishment, it 
appears to me that the existing market supplies a more meaningful 

“ See Chapter 3 of my original Agncidtural Price AnalysiSi Iowa State College 
Press, 1941 , and the table of contents of my Marhetmg Farm Products, 1947. 

H G. Bressler uses it well for both purposes in his Agncidtural Marhetmg Be- 
search, this Journal, XXXI, No. 1, Part 2, Feb , 1949, pp, 553-562 

Max E, Brunk, Discussion (of Bressler’s paper), tiiis Journal, XXXI, No. 1, 
Part 2, Feb., 1949, p. 563. 
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base. Such a base, of course, fails to indice maximum possible 
achievement.”^® 

Brunk’s point needs discussion. How does “the existmg market” 
supply any kind of a base, still less “a more meaningful base,” 
than the ideal or perfect market? How can you tell by looking at 
the existing market whether any improvement in its prices is de- 
sirable or can be made? How do you know what “improvement” 
is? In which direction, if any, should prices be changed? And how 
can you tell whether they would be any “be ter” than before? 
What does “better” mean? 

To be specific, how would you know whether the existing short- 
time variations in futures market prices were wider or more fre- 
quent than necessary? What is necessary? How would you know 
whether price differentials between Chicago and New York were 
too wide or too narrow? 

Yet I am not disposed to throw Brunk’s criticism out entirely. 
I may well be that in some cases the open competitive market is 
an obsolete criterion of market performance In some cases, the 
economies of scale may be so great that one large corporation can 
make or market a product at lower cost than a large number of 
atomistically competing small units, even though the large corpo- 
ration exercises some monopoly powers. I w^ould merely say that 
each situation needs to be examined with reference to this point 
and the appropriate criterion used for each case. 

To reduce marlceting costs: 

Costs also fall under the three heads of place, time and form. 
There are costs of transportation from one place to another, costs 
of storage from one iirne to another, and costs of conversion from 
one form to another. These costs are the bases for the place, time 
and form differentials in prices discussed above. 

These costs are involved at various points along the distributive 
system. Thomsen urges that more attention be given to the costs 
at the retail end of the chain, for those costs take the largest share 
of the consumer’s dollar.^® I think that probably he is right in this 
point. The size of the part of the consumer’s dollar that goes to a 
specific function establishes a presumption that research in that 

“ Max E. Brunk, Discuss^, i^is Journal, XXXI, No. I, Part 2, Feb. 1949, p 562. 

F, L, ThomsetL, A CrUictd ExaTnination of Marketing Efiseaxck, this Journal, 
XXVII: 4, Nov. 1945, pp, 947-962. 
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area will yield greater results than research where there is less room 
for reductions to be made. But the size of the share of the con- 
sumer’s dollar is not a sufficient criterion alone for determining the 
place where research projects are most likely to be fruitful. A pros- 
pector strikes it rich, not by working the biggest mountain, where 
traces of gold may be scattered all about, but by working the 
mountain, regardless of size, where gold is concentrated in veins. 
A marketing research project may be able to show how a 20 per- 
cent reduction can be made in a small-cost function, more easily 
than a two percent reduction in a large-cost function, and thus 
end up with a greater reduction in cents. And that is what counts 
Determining where the veins are is as difficult for a research man 
as for a prospector, and perhaps luck is as much involved in the 
one case as in the other. The development of criteria for choosing 
profitable areas for research stands as a challenge to research men 
and administrators both; we need to work out scientific objective 
methods analogous to the geophysical methods that have raised 
petroleum prospecting from a wildcatting proposition to a more 
scientific level. 



LAND REFORM AND THE TRANSFORMATION OF 
AGRICULTURE IN HUNGARY 

AlEXANDEB EcfKSTEIN* 

H ungary remained one of the last strongholds of feudal or 
semi-feudal forms of tenure in Europe up to 1945. Less than 
one percent of the farm-holders owned almost half of the agricul- 
tural land. Close to one-third of the agricultural land was in hold- 
ings of over 1,000 cadastral yokes (approximately 575 hectares).^ 
A powerful landed aristocracy based on large latifundia survived 
the defeat of World War I and the consequent wave of agrarian 
upheavals sweeping Eastern Europe. It took another defeat in 
World War 11 and a revolution to bring about a subdivision of these 
large estates, through a series of measures known as the “Zand 
reform.” 

Peculiarities of the country’s historical, political, and economic 
development tended to keep feudalism dominant longer than in 
other parts of Europe. The resulting continuing inequities in land 
distribution aggravated the effects of acute population pressure 
upon arable land resources in a highly specialized and extensive 
type of agriculture. 

The combined momentum of a landless agricultural proletariat, 
a poverty-stricken peasantry, and an underdeveloped agricultural 
economy resulted in a situation where some form of change became 
inevitable. When it came, the change involved not only a redirec- 
tion of land policy but also significant transformations in the coun- 
try’s agriculture. These transformations and their effect upon farm 
organization, agricultural labor and employment are analyzed in 
this paper 

Land Reform of the ^Twenties 

The basic land tenure pattern in Hungary was fairly definitely 
fixed by the time of the peasant liberation of 1848. Even after the 
peasants acquired ownership of the lands on which they worked, 
a large proportion of the country’s agricultural area remained in 

* On leave from FAO; currently a fellow of the Social Science Kesearch Council 
The opinions expressed do not necessarily reflect the views of either of these or- 
ganizations. 

^ Kerek, Michael; Agricultural Land Eeform in Hungary, Hungarian Quarterly^ 
Vol a. No. 3, 1940. 
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estates of over 1,000 cadastral yokes,^ The agricultural economy 
continued to be characterized by a very large number of small 
farms and a comparatively small number of large estates. 

As time went on the situation of the small peasantry deteriorated. 
Prevailing inheritance practices led to fragmentation of holdings, 
and overseas grain price competition forced many peasants into 
heavy debt. A considerable number lost their holdings and joined 
the ranks of those who even in 1848 were left landless. The potent 
land hunger of this agricultural proletariat furnished the strongest 
pressure for post World War I reform. 

The short-lived revolutionary regimes of 1918 and 1919 kutiated 
steps to solve the land problem. These beginnings could not be 
ignored even by the victorious government. Some measure of land 
redistribution was instituted, both to satisfy the pressing demand 
of the peasantry and to subdue its revolutionary force. 

Altogether about one million cadastral yokes were appropriated 
by the State, representing about six percent of the total area in 
farms, and a higher proportion of cultivated land. Out of this total, 
slightly over 705 thousand cadastral yokes were distributed to al- 
most 390 thousand individuals.® The average parcel was 1,8 cadas- 
tral yokes (2.56 acres). 

The maximum allotment that could be obtained by the landless 
workers — the largest category of claimants — ^was three cadastral 
yokes. As a result, a very large number of uneconomical dwarf 
holdings were created. About 185 thousand landless farm workers 
and 113 thousand dwarf and small holders were the principal bene- 
ficiaries of reform. Besides obtaining land, they derived indirect 
benefits through the enlargement of community pastures by about 
80 thousand cadastral yokes. 

By 1931 redistribution of land was just about completed, so 
results of the 1935 Census returns can be taken as indicative of 
the effect of the reform. 

The most striking feature of this table is that 306 holdings en- 
compassed 11,8 percent of the land area, while over 664 thousand 
holdings embraced only ten percent of the land. Less than one- 
tenth of one percent of the landowners, with holdings of over 1,000 

^ No statistics of land distribution are available for tbis period, but it has been 
estimated that over one-third of the land was in estates of over 1,000 cadastral 
yokes. 

^ Les Conditions de la Frojpneti Fond^re en Eongrie dans Vannh 1935 Published 
by the Royal Hungarian Central Bureau of Statistics, Budapest 1936, p. 15. 
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Table I. Size Dibimbution op Fajrms in Hongabt in 1935 


Size class in 
cad yokes 

Number in eacb size class 

Area in each size class 

No of 
farms 

Percent of 
total number 

Area m 
cad yokes 

Percent of 
total area 

0-1 

776,487 

41.0 

312,403 

1.9 

1-6 

664,268 

35 1 

1,620,942 

10 1 

5-10 

204,471 

10.8 

1,477,376 

9 2 

10-20 

144,186 

7,6 

2,025,946 

13 6 

20-50 

73,663 

3.9 

2,172,300 

13 6 

50-100 

14,895 

0.8 

1,008,597 

6 3 

100-600 

10,669 

0 6 

2,251,629 

14 0 

500-1,000 

1,816 

0 1 

1,274,054 

7.9 

1,000-3,000 

1,254 

0.1 

2,063,766 

12.7 

Over 3,000 

306 

Neg. 

1,908,328 

11 8 


1,892,010 

100 0 

16,105,341 

100 0 


Source: Les Conditions de la Proprieii Fondlre en Hongrie dam VannSe 1935, 
Published by tbe Eoyal Hungarian Central Bureau of Statistics, 1936 

cadastral yokes, possessed £4.5 percent of the land. On the other 
hand, 45 9 percent of the farmers with holdings of one to ten cadas- 
tral yokes, owned only 19.3 percent of the land. 

The picture is considerably distorted by the inclusion of holdings 
with less than one cadastral yoke (1.4£1 acres). A number of these 
holdings, located near cities, were owned by small craftsmen and 
industrial workers who operated them for supplementary income. 
However, the majority of these plots were owned by people who 
earned their livelihood in agriculture, principally as farm laborers. 

Comparing the 1935 distribution with that at the time of the 
last pre-war Census, in 1895, it becomes apparent that there was 
some shift in farm size distribution in favor of the smaller farms. 
The proportion of the area in farms of under five cadastral yokes 
increased by substantially more than the number. Also, the rela- 
tive decrease in the area of farms of five to 100 cadastral yokes was 
much smaller than the proportionate decline in number. At the 
same time, the area in estates of over 1,000 cadastral yokes de- 
creased from about 3£ percent to £4 percent. 


Effect of Rfform Upon Land Tenure 

The post-World War I land measures did not materially affect 
tenure conditions and relationships in Hungary’s agriculture. 
Strip farming continued a basic feature of the country’s agricultural 
pattern. On the other hand, close to £5 thousand entailed holdings 
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covering an area of 3.6 million cadastral yokes were still intact in 
1935. Farm tenancy, in the sense of outright tenant operation, was 
not common, but leasing of land by owner-operators in order to 
enlarge their operating urdt was spreading. 

Widespread practice of strip farming aggravated problems on 
small holdings which were not economical in terms of size in the 
first place. In 1935, half the farms were composed of several plots, 
many times widely scattered. In fact these one million holdings 
were composed of 6.4 million plots — an average of six plots per farm. 
The average size of a strip was one hectare with many plots much 
smaller. It is evident that this type of farming permits only a very 
low level of productive eflBciency, particularly in an extensive agri- 
culture. 

Strip farming is not peculiar to Hungary, but is fairly common in 
many parts of Europe. It is a product of the interaction of rapid 
farm population growth, limited non-agricultural employment 
opportunities, and inheritance practices which provide for equal 
division of land among all heirs. In many cases several separated 
parcels of land were allotted to heirs, in order to insure equity 
among them in regard to quality of land obtained. To the extent 
that this practice has been applied in the case of land distribution 
after the 19^0 reform, it has tended to accentuate fragmentation 
of holdings 

Effect of Reform on Agricultural Labor and Emffloymmt 

Landlessness of the agricultural proletariat, it will be remem- 
bered, furnished the most potent drive for the land redistribution 
of the ’twenties. However, even on completion of the reform, the 
number of farm laborers who acquired land was relatively small, 
so this basic problem remained unsolved. 

In 1930, out of two million actively engaged in agriculture, there 
still were 769 thousand landless. Their number dropped somewhat, 
to 746 thousand by 1941, as a result of some further land settlement 
and movement to cities.*^ But the old problems of seasonal employ- 
ment, unemployment and underemployment remained the plague 
of farm labor throughout the inter-war period. 

Defining agricultural unemployment is at best complex, particu- 

* Thirring, Lajos; Fogldhozad EUolgftasok 19S0 es 19U Kozt (Changes in occupa- 
tional distribution between 1980 and 1941) — Magyar Statisatikai Szcmle, lan.-Feb, 
1947, p. S. 
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larly under conditions such as prevail in Hungary. The dominant 
characteristic of Hungarian agriculture is a marked concentration 
upon grain production, with over 70 percent of the country’s cul- 
tivated area in cereals. The average annual labor requirements of 
grain culture are low; but there is a very high peak load at harvest- 
ing, and secondary loads at planting and cultivating time. This 
seasonality in employment was greatly accentuated by the dearth 
of farm machinery and the prevalence of large holdings completely 
dependent upon outside labor for their farm operations. This type 
of farm organization demands a labor force adequate to meet peak 
seasonal requirements even though it is unemployed or very ineffi- 
ciently utilized during the rest of the year. Off-season employment 
opportunities for farm labor were extremely limited due to the rela- 
tively low level of industrial development and activity. This addi- 
tional factor tended to depress farm wages and real annual earn- 
ings. Thus the cost of labor was partly shifted by the large holdings 
onto society. 

Inasmuch as inefficient labor utilization is jSimly rooted in the 
prevailing pattern of farm organization, it not only affects landless 
farm labor, but the self-employed smallholding peasantry as well. 
In the latter case, of course, periods of full employment, partial 
employment and unemployment are not clearly distinguishable 
over the year, but they nevertheless exist. The large majority of 
small holdings with the prevailing type of agriculture are unable 
to utilize fully the labor of the peasant and his family all year 
round. 

This under-utilization of the agricultural labor force in under- 
developed economies may be termed “disguised unemployment.” 
It applies to a condition in which the margmal productivity of 
labor over a certain range is close to zero. This does not imply that 
labor could be withdrawn from agriculture without decreasing 
farm production, imless this withdrawal of labor is accompanied 
by improvement in technology, changes in farm organization, or 
improved agricultural skills and practices. ® 

A number of empirical investigations of labor requirements in 
Hxmgary’s agriculture® seem to throw some light upon this problem. 

® Under some types of conditions where the marginal productivity of farm labor 
over a certam range may be at zero or possibly even negative, part of the labor force 
CQuld^ be withdrawn from agriculture, leaving technology, farm organization, and 
practice u n c hanged, without agecting farm production. 

® Series of studies by Matolcs, Nagy, Kovacs, Szeibert and others conducted dur- 
ing 1930-39 
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These studies show that in the early thirties there were about 1.3 
Inillion men, 580 thousand women, and 158 thousand children in 
the agricultural labor force. These were capable of supplying an 
estimated 471 million man days of labor as compared to an esti- 
mated total labor requirement of 360 million man days. This indi- 
cates a waste of ^ percent of the available labor-time supply. 
Actually £0 to 30 percent of the agricultural labor force was em- 
ployed for less than 200 days during the year. 

The 1945 Reform and Its Results 

The land reform of the ’twenties was not designed to solve effec- 
tively the problems of land distribution, agricultural labor and 
unemployment. Neither did it further the establishment and ex- 
tension of middle-sized efficient family farm units. On the contrary, 
it led to the creation of a large number of dwarf holdings, insufficient 
in size to provide an adequate income to the farmer and his family. 
He was still forced to seek labor on the estates, which had fewer 
work opportunities to offer because of their somew^hat reduced 
size. 

Thus essentially the same economic and social problems and 
conflicts that harassed the agricultural economy of the country 
prior to World War I were still present prior to World War H. 
They helped propel the revolutionary forces determined to abolish 
the landed aristocracy once and for all. 

On March 18, 1945, the provisional government issued a decree 
concerning the Termination of the System of Large Estates and Re- 
distribution of Land to the Peasantry, which provides:’ 

Lands and properties of traitors, fascists, nazis, war criminals, 
etc., are to be confiscated outright, without regard to size of farm. 
On the other hand, owners of estates of above 1,000 cadastral 
yokes forfeit the right to retain land, but are compensated for their 
holdings. Farms of 100 to 1,000 cadastral yokes may retain 100 
(only 50 in the case of farms located within a radius of 30 kilometers 
from Budapest) with the rest to be redeemed. Farmers who work 
the land themselves may keep up to 200 cadastral yokes, but dis- 
tinguished soldiers of resistance and liberation may retain up to 300 
yokes. In the case of vineyards and orchards, the maximum holding 
is 20 cadastral yokes with the proviso that such land may not be 
used for other types of production than heretofore. Community 


^ Neplap, Debrecen, March 18, 1945. 
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pastures, agricultural research stations, government model farms 
and some others are exempt from all these provisions. 

Forests receive separate treatment. All forests above 10 cadastral 
yokes are nationalized; those of 10 to 100 yokes become community, 
village or municipal property, while individuals may retain up to 
10 yokes. 

Holdings may keep as much farm equipment, livestock, build- 
ings and other implements as are needed to work the remaining 
portion of the farm. Agricultural cooperatives absorb the balance of 
the equipment, some of which is retained for cooperative use while 
some is distributed to the farmers. 

All landless farm servants and laborers, dwarfholders and small 
farmers are entitled to claim land. The maximum amount that 
may be allotted to anyone is 15 cadastral yokes of arable land and 
pasture, in addition to three yokes of garden and vineyard. In 
some exceptional cases, this may be increased to ^5 plus five re- 
spectively. The new properties may not be mortgaged or subject to 
forced sale for ten years, except for taxes and the down payment 
on the land purchase price. 

The new landowners are obligated to make a down payment of 
10 percent of the purchase price, the latter to be fixed at twenty 
times the value of the cadastral net revenue. Down payments may 
be postponed for three years, with the remaining portion to be 
paid in ten to twenty annual installments. Estimates of the total 
cost to the peasants of the newly acquired lands have been set at 
883 million forints (approximately 75,5 million dollars in TJ. S. 
currency). 

On the basis of the law of 1945, about 43 thousand farms with 


Table H. BxFBOPRZArED Area bt Type of Lai7d Use 


Land use 

Area in cadastral yokes 

Proportion of total 

Arable 

879, 112 

Percent 

51.4 

Gardens 

42,056 

0 8 

Vineyards 

46,045 

0 9 

Meadows 

845,133 

6.1 

Pastures 

550,060 

9 8 

Forests 

1,406,210 

25.1 

Other 

331,029 

5.9 

Total 

5,599,645 

100 0 


Source: Gaada^agstatisztikai Tajelosstaio, VoL I, p, 60. 
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close to 540 thousand cadastral yokes were confiscated outright and 
about 8,500 holdings, with 4.8 million yokes, redeemed. The total 
land made available fox distribution was 5.6 million cadastral yokes 
which represents one-third of the country’s land area. 

These data indicate that over 3.^ million cadastral yokes have 
been distributed to individual claimants. This represents 58 percent 
of the total expropriated area. However, if forest land is excluded 
and the S,2 million pastures allotted to village communities in- 
cluded, the relevant percentage rises close to 60. 

The largest groups to benefit by the reform were the farm serv- 
ants and laborers, who were landless, and the dwarfholders. Of 
these, farm servants fared best with an average per caput allot- 
ment of 8.4 cadastral yokes. While a holding of this size may not 
be conductive to prosperous farming under Hungarian conditions, 
it is considered to be above the TniniTnn’m required for a farm family. 
Thus the status of this group has been considerably improved as 
compared to its state during the interwar period. 

The average per caput allotment of the traditionally most dis- 
advantaged group, the agricultural laborers, leaves them at the 
upper end of the dwarfholder category. This imdoubtedly repre- 
sents an improvement in their social status and possibly in their 
economic status. Many of these laborers, immigrants before the 
war, have now acquired a permanent home for the first time. 
Whether a holding of about five cadastral yokes is adequate to 


Table HI. Distribution op Expropriated Area and Per Caput Axiotments 
BY Type and Number of Beneficiaries 


Type of beneficiary 
individuals 

Number of 
beneficiaries 

Distributed area 
in cad. yokes 

Average per 
caput allotment 

Farm Servants 

109,875 

922,255 

8.4 

Agncultural Laborers 

261,088 

1,388,463 

4.9 

Dwarf Holders 

213,930 

829,477 

. 3 9 

Small Holders 

83,865 

143,131 

4.4 

Craftsmen 

22,164 

53,866 

2.4 

Professional Agriculturists 

1,256 

14,548 

11 6 

Forest Employees 

1,164 

6,998 

6.0 

Total 

Other benefidariea^ 

Total 

642,842 

3,258,738 

2,340,907 

5,599,645 

5.1 


Source* Gazdasagstaiiszliikai Tajehozkdo, Vol. I, p. 60. 


® Churches, public pastures, state forests, etc 
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provide the TnininiiiTn necessities for the new fanner and his family 
cannot be answered on a priori’groimds. 

Those dwarfholders who have acquired an average allotment of 
about four cadastral yokes have been lifted out of the dwarfholder 
category entirely. 

A significant feature of the recent land redistribution is that 
about 97 thousand farm servants and 200 thousand laborers were 
still left landless.® Assuming that these were to receive an average 
per caput allotment of five cadastral yokes, an additional 1.5 
million cadastral yokes would have to be found for distribution. 
This would necessitate lowering the permissible maximum size of 
holding from 100 to 50 cadastral yokes. There has been some pres- 
sure in this direction, but the authorities have been reluctant to 
carry out such a measure because of its potentially adverse effect 
upon total farm production. 

The agricultural employment opportunities of these 300 thou- 
sand landless are extremely limited under the new conditions. 
With the disappearance of the large holdings, outside labor require- 
ments have been drastically reduced. Therefore to the extent that 
these landless have not found non-farm employment opportunities, 

Table IV. Size Distribution of Farms in Hungary in 1947, 

BY Number op Farms and Area in Each Size Class 


Size class 
(m cad. yokes) 

Number of farms in each class 

Area in each size class 

Number 

Proportion 
of total 

Area 

Proportion 
of total 

0-5 

1,406,325 
388, m 

Percent 

68.1 

2,871,958 

Percent 

17 9 

5—10 

18 8 

3,888,857 

21 1 

10-20 

175,428 

8.5 

2,789,353 

17 S 

20-50 

71,164 

8.4 

2,859,004 

14 7 

50-100 

14,864 

0.7 

1,295,506 

8.1 

100-200 

5,525 

0.3 

714,612 

4 4 

200-1,000 

4,034 

0.2 

1,352,728 

8 4 

1,000-3,0001® 
Over 3,, ,i® 

504 

neg. 

796,007 

4.9 

91 

neg 

513,919 

3 2 


2,066,114 

100,0 

16,081,844 

100.0 


Source* Gazdasagstcdisidikai TajekozUUo, published by Hungarian Central Bureau 
of Statistics, VoL I, No. 13, Dec. 1947, p. 696. 


® Computed on the basis of comparisons with the 1941 Census returns on the as- 
sumption that any war losses or out-migration were compensated by natural in- 
crease 

These are state holdings; there are none in private hands 
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they are unemployed. Thus, part of the ^‘disguised” labor surplus 
which was distributed over most of the agricultural labor force 
has been absorbed by these 300 thousand and converted, through 
them, into an open and real surplus. 

Before attempting to appraise further the significance or effects 
of these recent land measures, it is essential to examine the new 
farm size distribution. 

There are very few privately owned farms in the country today 
with more than 100 cadastral yokes. The 3.3 million yokes which 
are in larger units are state and public properties, mostly forests. 
For this reason, it seems appropriate to use in Table V farms of 100 
yokes and less as the yardstick in attempting an evaluation of the 
new land situation and comparison with prewar conditions. 

Table V. Compabative Percentage Distribution op Numbers and Areas 
BY Farm Size Class in Hungary, 1935 and 1947 


Size class Number of farms Area of farms Average size of bolding 

(in cad. m each class in 

yokes) % of Total Number % of Total Area cad yokes 

1935 1947 1935 1947 1935 1947 


0-5 

76 1 

68 1 

12.0 

17 9 

1.3 

2 0 

5-10 

10 8 

18 8 

9 2 

21 1 

7 2 

8 7 

10-20 

7.6 

8 5 

12 6 

17 3 

14 0 

15.9 

20-60 

3 9 

3 4 

13 6 

14 7 

29 5 

33 2 

60-100 

0 8 

0 7 

6 3 

S 1 

67 7 

87.0 

0-100 

99 2 

99 5 

53 6 

79 pi 

4.6 

6 2 


Source. See Table I and Table IV. 


On examining Tables I and IV, it becomes apparent that the 
abolition of private estates above 1,000 cadastral yokes did not 
eluninate, but reduced considerably the inequities m landholding. 
The total number of farms was increased by almost ^00 thousand 
as compared to 1935 The proportion of dwarf holdings (below five 
cadastral yokes) decreased, but the area in such farms increased 
sizably both in absolute and relative terms. As a result, the average 
holding in this group rose from 1.3 cadastral yokes to about two, 
which IS an improvement even though it represents an uneconomical 
farm However, the situation may be more favorable than this 
would indicate, since there are a large number of holdings of one 
cadastral yoke or less, located near urban centers and owned by 
industrial workers, craftsmen etc. Thus if the data would exclude 


The remaining 20% were mostly large state holdmgs. 
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these categories, the average holding in the dwarfholder category 
would be above two yokes. 

The average size of holdings below 100 cadastral yokes increased 
from 4.6 to 6.£ cadastral yokes with the largest increase in the av- 
erage of the 50 to 100 size class. This is due to the fact that prior 
to the new reform a much higher proportion of farms in the latter 
group was close to 50 cadastral yokes in size. However, with a ceil- 
ing of 100 cadastral yokes on size of farm, the larger holdings were 
reduced to this size, so the proportion of 100 yoke farms in the 50 
to 100 yoke group increased, causing the average size of farm in 
the group to rise also. 

It is apparent from the data cited that the 1945 reform went far 
beyond the land measures of the ^twenties, in that it completely 
abolished the latifundia in Hungarian agriculture and, by granting 
land to 400 thousand agricultural laborers and 200 thousand dwarf- 
holders, created a large number of small farm units in their place. 
At the same time, it left about 800 thousand farm laborers landless, 
did not touch strip farming or customary inheritance practices, and 
thus left the way open for further fragmentation of holdings. 

The execution of the reform was remarkably rapid. Less than 
three years were needed to complete this far-reaching land redis- 
tribution, while eleven years were required for a much smaller 
task in the ^twenties. However, the speed also had certain definite 
drawbacks, particularly in the early stages. 

Appraisal of the 19^5 Reform 

The substitution of a large number of small holdings for the es- 
tates is likely to affect unit crop yields, density of livestock per 
unit of farm area, livestock production, crop utilization for food 
versus feed, share of crop marketed, efficiency of labor utilization in 
agriculture, and the whole pattern of farm organization. It would 
be premature to attempt at this time a conclusive appraisal of the 
economic effects of the 1945 reform. However, it may be worth- 
while to indicate in broad terms the direction of the changes which 
may be expected under alternative sets of assumptions. 

Low post-World War 11 3delds in Hungary and other countries 
are sometimes adduced as proof of the negative impact of changes 
in farm size distribution upon farm production. But these low 
3nelds are as much a result of war devastation, consequent reduc- 
tion in farm capital, and shortage of production requisites, as of 
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shifts in farm size distribution. It is however, true that if all other 
variables affecting farm production are kept constant, the net 
effect of far-reaching land redistribution is likely to be in the direc- 
tion of lower crop, meat and milk production, with a lower share of 
the total farm product coming to market in the short-run.^ 

It is a handicap of most far-reaching land redistribution programs 
that they are usually instituted in a revolutionary post-war situa- 
tion — ^that is, at a time which is politically particularly opportune, 
while it is economically most unfavorable. The establishment of a 
large number of new farms in a war devastated economy increases 
the agricultural capital requirements at a time of greatest capital 
stringency Organization of new farms means more farm buildings, 
more tools and equipment, more livestock, and generally a higher 
investment per hectare. The landless agricultural laborers and 
dwarfholders, who comprise the bulk of the new farmers, usually 
have practically no savings or capital reserves, and therefore have 
to depend upon a disorganized and overstrained credit system. 

The long-run net effects of changing size distribution, under 
static assumptions, are likely to lead, in addition, to a shift from 
wheat to corn production and to greater livestock numbers. How- 
ever, these static assumptions, which are not too valid even in the 
short-run, become extremely tenuous in the long-run. On the basis 
of present indications, with government planning and intervention 
in the economic sphere, vigorous measures are being taken to im- 
prove farming practices. At the same time, such measures as or- 
ganization of cooperative farm equipment stations may help to 
capture some of the economies of scale for the recently organized 
small peasant farms. Thus these measures may wholly or partly 
counteract the previously noted negative effects of changed farm 
size distribution. 

However, to judge the success or failure of the reform on ex- 
clusively economic grounds may be misleading. This the more so 
since land reforms are not only economic but social and political 
measures as well. They are partly designed to reduce the social 
tensions and conflicts in agriculture by improving the status of the 
most disadvantaged groups. Their over-all success or failure there- 
fore, must be judged in these terms as well. 

Large landholdings which continued to be so important in Hun- 

^ This reasoning is based on the results of mterwar investigations of comparative 
yields on small farms and on large holdmp 
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gary up to 1945 were perpetuated at the cost of a highly depressed 
landless agricultural proletariat and a poverty-stricken dwarfhold- 
ing peasantry- It was a system which tended to aggravate such 
basic economic maladjustments as pressure of population upon 
land resources, “disguised unemployment” in agriculture, low 
levels of agricultural intensity, and retarded techniques of farm 
production. However, it would be a mistake to conclude that land 
reform in and of itself can cure these economic ills. It may represent 
a necessary institutional pre-condition for the agricultural develop- 
ment of the country, but the solutions for these basic problems 
must be sought beyond the framework of tenure reform, in policies 
designed to raise the productivity of agriculture hand in hand with 
growing industrialization of the economy as a whole. 

Rising agricultural productivity and efficiency which is a neces- 
sary concomitant of industrial development may be greatly re- 
tarded by the impediments of smallhold and dwarf peasant tenure 
as established by the recent reform. Agricultural development may 
lag considerably behind industrial development and thereby slow 
down the latter. Under such conditions, new economic, social, and 
political pressures could be built up for another radical change 
in the land tenure system in Hungary. 



TEN YEARS OF THE FARM TENANT PURCHASE 
PROGRAM 


'Edward C. 

UnmreUy of Chicago 

Ten years* experience suggests that the Bankhead-Jones Farm 
Tenant Purchase program must be redirected if it is to serve a use- 
ful pmpose in an era of high employment, rising national income, 
and rapid technical progress in agriculture. Many Tenant Pur- 
chase (TP) loans have been too small to make efficient use of family 
labor or to yield a “minimum-adequate” income when farm prices 
are not extremely high; indeed, some borrowers may have reduced 
their incomes by accepting loans. The loans have not been larger 
because local public sentiment and Congressional opinion would 
not tolerate much improvement in the status of tenants, share- 
croppers, and laborers who were “on the government,** Within the 
limits thus prescribed, it has frequently not been possible, even 
with the useful devices of farm planning and supervision, to create 
what can be called adequate units. A large increase in the amount 
of the average loan seems plainly called for even though land prices 
decline from their current high levels. But the question must be 
asked whether a TP program involving loans of, say, $20,000 or 
$30,000 can serve the purposes intended by the authors of the Bank- 
head-Jones Farm Tenant Act or, for that matter, whether it should 
play any important role in a national agricultural program. 

So far, of course, the TP program has not played an important 
role. From its inception in 1937 through June 30, 1947, the period 
covered by this study, the Farm Security Administration (and its 
successor, the Farmers* Home Administration) made TP loans 
totaling $293,876,733 to 47,104 families. This is a very small be- 
ginning; there were still 1,858,421 tenants in 1945 and (if this were 
the objective) it would take the TP program nearly 400 years to 
make them all owners at the rate that has prevailed so far. The 
significance of the program does not necessarily rest on this basis 
however. Its proponents have always regarded it as a demonstra- 
tion which (as President Roosevelt wrote in 1937) would be ex- 

* The writer wishes to thank Professor T W. Schiiltz for his criticism of an earher 
draft of this paper and to express appreciation to friends in the Farmers' Home 
Administration who, while they do not agree with the conclusions reached, were 
generous with their assistance to the wnter. 

m 
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panded “to a scale commensurate with the magnitude of the prob- 
lem as rapidly as our experience and resources will permit.”^ War 
and infiation of land prices have postponed expansion of the pro- 
gram, but it may take place fairly soon and on a large scale. In 
the Farmers Home Administration Act of 1946^ Congress provided 
the machinery for rapid expansion by creating a mortgage insur- 
ance program to supplement the direct loans and by increasing the 
authorization for loans from $50,000,000 for direct loans to 
$150,000,000 for both direct and insured loans. If, as these changes 
suggest, something like a billion and a half dollars may be invested 
in this brand of tenure reform during the next ten years, it is surely 
important that the record of the TP program receive careful scru- 
tiny. In this paper the writer undertakes to . one, trace the struc- 
tural development of the program; two, summarize the record of 
loans made; and three, appraise the part the program may usefully 
play in the future. 

The Bankhead- Jones Farm Tenant Act 

Title I of the Bankhead-Jones Farm Tenant Act® authorized the 
Secretary of Agriculture to loan a tenant, sharecropper, or farm 
laborer whatever amount might be necessary to buy and improve 
a farm. The Act set no upper limit on the size of the loan and it did 
not require that the borrower have any resources of his own, al- 
though it did give preference — “wherever practicable’^ — ^to those 
who could make a down payment or who had tools and equipment 
for farming. The loan was to be repayable over as many as forty 
years at three percent interest and the Secretary was authorized 
to offer a variable payment plan “under which a surplus above the 
required payment will be collected in periods of above normal pro- 
duction or prices and employed to reduce payments below the re- 
quired payments in periods of subnormal production or prices.” 
The Act provided that the borrower receive a deed to the farm and 
that the Secretary take a first mortgage; during the first five years 
of the loan the borrower could not sell the farm except with the 
Secretary’s permission. 

Although it set no upper limit on the amount of the loan, or the 
size of the farm, the Act did in effect set a lower limit by specify- 

^ M^age to Congress, Feb 16, 1937, transmitting the report of the Special 
Committee on Farm Tenancy 

* Public Law 731, 79th Congress. 

* Pubhc Law ZIO, 75th Congress. 
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ing that no fann could be purchased unless such size as the 
Secretary determines to be sufficient to constitute an efficient farm 
management unit and to enable a diligent farm family to carry on 
successful farming of a type which the Secretary deems can be 
carried on m the locality where the farm is situated,” 

The Act required that loan funds be distributed among the 
states in proportion to farm population and the prevalence of ten- 
ancy. This meant that about two-thirds of the funds would be 
used in the South and one-fourth in the Midwest; in other regions 
the loans would have to be very few and far between.* This re- 
quirement also meant that funds could not be allocated from state 
to state to suit administrative purposes. 

The Secretary was required to establish a committee of three 
farmers in each county where loans were to be made. The com- 
mittees were to certify as to the eligibility of applicants and the 
reasonable value of the farms to be purchased. No loan could be 
made without certification by the committee and the loan could 
not be in excess of the amount certified by the committee 

Administrative Determinations 

Administration of the TP program was placed in the Farm Secur- 
ity Administration, which had recently been created from the Re- 
settlement Administration. FSA brought to the new program a 
point of view and a methodology which had evolved from relief 
and rehabilitation undertakings. Its approach qualified the Act in 
three important ways: 1, it set an upper limit on the size of the 
loan; it set an upper limit on the economic status of eligible appli- 
cants; and 3, it made supervision and farm and home planning 
inseparable from the loaning process. 

The limit on the size of the loan was set at the amount necessary 
to buy and improve a ‘‘family-type” farm, which FSA procedure 
defined as follows : “An efficient family-type farm management unit 
is a farm which furnishes full, productive, year-roimd employment 
for an average farm family and one which an average farm family 
can operate successfully without employing outside labor, except 
during brief peak-load periods at planting or harvest time.’Such a 
fann must have the capacity to yield income on the basis of long- 

* Based on the 1945 Census, the distribution was as follows; South 66.86 ijercent, 
East 2 65 percent, Midwest 21.83 percent. West 4.48 percent, and Territories 4.18 
percent. With the maximuin appropriation authorized ($50,000,000), less than one 
loan per county could be made in 21 states. 
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time prices which will maintain an average farm family according 
to acceptable living standards, pay annual operating ejqpenses, pay 
for and maintain necessary livestock, and farm and home equip- 
ment, and pay off the loan/*® While the farm could not be larger 
than this ideal, neither could it be smaller; the “family-type** 
farm might vary greatly in productivity from locality to locality 
but it would always be no more nor less than one average family 
could operate without much hired labor and it would always yield 
“acceptable** living standards. Under PSA procedure this formula 
was rigidly applied. Borrowers were even required to agree not to 
buy or rent additional land.® During 1938 an absolute limit of 
$12t,000 was placed on loans because some applications under the 
family-size formula were for larger amounts than the Act seemed 
to the PSA administrators to contemplate. 

PSA set an upper limit on the economic status of eligibles by 
limiting the loans to those who could not obtain “adequate credit 
at reasonable rates and terms** from other sources. This meant (so 
far as j&nancial status was concerned) that anyone who could not 
obtain a bank loan for the purchase of what PSA considered to be 
a family type farm was eligible. Since a farmer would need at least 
25 percent of the purchase price of a farm, as well as stock, equip- 
ment, and operating capital in order to obtain a bank loan, the upper 
limit of financial eligibility was thus set at a fairly high level. 

Farm and home planning, which had been developed in the re- 
habilitation program of the Resettlement Administration, was 
given additional importance in the TP program. The borrower 
had two written versions of a plan. One was an annual plan, setting 

® This IS the language of the procedure now in effect (FHA Instruction 421.1); it 
is essentiaUy the same as that which was written in 1937. 

* FHA Form 317 (an **informal agreement” havmg no legal status but suitable 
for framing and calculated to impress the borrower) provides, among other things, 
that the borrower and bis wife agree not to hire outside labor except as called for in 
the farm plan, not to rent the farm or operate it under a share-cropper arrangement, 
not to rent or operate additional land, not to purchase additional land or sell any 
portion of the farm, to sell to a buyer approved by FHA if it should become neces- 
sary to sell, and to try to maintain the farm as a one-family farm. TWs was in- 
tended to achieve by voluntary agreement what the Special Committee on Farm 
Tenancy hoped to e^orce by withholdmg title for 20 years — the preservation of the 
family farm once establish^. 

From December 1942 until June 1946, as a war measure, borrowers were per- 
mitted to rent land but only on the basis of a written agreement reciting justihcation 
and specifying that the rental would end when tiie emergency passed. Even so, the 
procedure (Administration Letter 636) required that each exception to the rule be 
approved by the Regional Director The present poUcy does not provide for excep- 
tions. 



Ten Yeabs of Fabm Tenant PmiCHASE Program 47S 


up a budget for the current year; the other was a long-term plan 
which outlined the goals and management methods for several 
years ahead. The plan was supposed to be worked out by the 
borrower in cooperation with the county PSA supervisor and it 
was to be the basis of the government’s educational effort with the 
farmer as well as an agreement or understanding between borrower 
and lender. The plan also served as the basis of supervision. The 
borrower was in more or less frequent contact with PSA farm and 
home supervisors.^ The farm supervisor was responsible for admin- 
istrative procedures in connection with the loans, for planning with 
the borrower, for giving on-the-farm technical guidance from time 
to time as necessary, and for reviewing borrowers’ operations in a 
group meeting at the end of the year. The home supervisor advised 
the housewives concerning household accounts, nutrition, home 
production and preservation of food, health and matters of home 
economy generally. 

The farm plans (as well as the farms purchased) fell into a few 
patterns; in each of the major agricultural areas there is a certain 
size and type of farm with which the TP program has been identi- 
fied. All of the farm plans — even those in irrigated sections — call 
for diversification. Specialization has been almost entirely excluded. 
Production for home use has been stressed.® 

The Act authorized the making of loans for the full purchase 
price of the farm flus necessary reyairs and improvements, PSA 
established certain minimum standards of land development and 
of construction and required that these standards be met as a con- 
dition to the making of the loan. The standards of construction 
were based on considerations of safety and sanitation and were 
extremely modest (the average cost of 9,681 new dwellings built on 
TP farms through June, 1941 was $1,406) ; nevertheless, in a typical 
year one-third of the average TP loan was used for repairs and im- 
provements. Very little of this expense was income producing.® 

^ In 1944 a Bureau of Agricultural Economics survey [Study 122 (processed) Jan 
1946] based on a sample of TP borrowers m South and Midwest showed that 90 
percent of the Midwestern borrowers were visited from two to four times a year. In 
the South about one-third were visited three or four times, 20 percent were visited 
five or SIX times, and 22 percent were visited seven times or more Sixty-nine percent 
of the supervisors reported spendmg from one-fourth to one-third of their tune with 
the TP borrowers. 

® Recently there has been an effort by top administrators to make the farms more 
"commercial.” See the address by Paul V Maris, Making Good on What FSA 
Stands for from a Farm Ownership StandpotnU (mimeo.) 1946, p 8. 

® The Tumimum standards are set forth m FHA Instruction 423.1 and 424,1. 
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TabijE I. Percentage DisTRistmoN op TP Loan Funds bt Type 
Expenditure, Fiscal Year 1941* 



Purchase 


Buildmgs 





of farm 

Land 

other 

Dwelhngs 


Area 

and Inci- 

improve- 

than 



Total 


dental 

ment 

dwellings 

New 

Repairs 



costs 






United States 

67.9% 

3 6% 

10 6% 

14 3% 

8 6% 

100 00% 

East 

81.2 

0 7 

13 0 

0 3 

4 8 

100 00 

Midwest 

81 9 

2.4 

9 7 

1 4 

4 6 

100.00 

South 

60.9 

4 2 

11.1 

20.7 

3 1 

100 00 

YItst 

78.9 

2 3 

7.4 

6 6 

4.8 

100 00 


* 1941 was chosen because the subsequent inflation of building costa caused cur- 
tailment of new construction. In the fiscal year 1947 “Purchase of farm and inci- 
dental costs” was 76.0 percent of the total for the United States. 

Source: unpublished data from FHx4, The distribution w given in dollars by 
states cumulative through June 30, 1940 in the House Hearings on the Agriculture 
Department Appropriatums BUI, 194^; p. 8S. 

Engineering and farm planning assistance were provided by FSA 
without cost to the borrower. During the jSrst year of a loan these 
and other (administrative) costs averaged $3^9.38; for the next 
four years the aggregate cost has averaged $667.08, and for the 
remaining 35 years of the full repayment period it is expected to 
aggregate an additional $1,945.65. This is a total of $2,942.11.^° 

The Tarver Limit 

In five successive appropriations acts beginning with that of 
1941, Congress provided that no loan might be made for the pur- 
chase of a farm of greater value than the average of all farms of 30 
acres or more in the county where the farm was located. This was 
the so-called Tarver Limit, inserted in the Act each year at the 
insistence of Representative Tarver of Georgia, then chairman of 
the appropriations subcommittee. The loans in Mr. Tarver’s state 
had averaged $3,900, an amount he believed to be “twice too high.’* 
In the south as a whole (as of June SO, 1939), the average loan was 
$4,668 and in the United States as a whole it was $5,402.^^ 

According to these instructions, if a borrower resists the minimum standards “the 
remedy is not to force him. to accept such standards against his will. On the contrary, 
the remedy is to refrain from making him an FO loan ” 

Unpublished date supphed by FHA. 

IVIr, Tarver’s ]^oint of view was as follows “We are dealmg here with the very 
poorest class of agricultural people I think around two-thirds of the farmers of my 
district are tenant farmers. I do not see the point of buying one of those men a farm 
worth $7,500 when you could buy four farms, for four tenants, at one quarter of the 
pxi^, which would buy a fairly good farm in my district for a tenant and one with 
whi(^ 99 percent of the tenants in my district would be satisfied.” House Hearings, 
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The Tarver Limit varied greatly from place to place (it was $9631 
in Jackson County, Ky. and $353,535 in Kenedy County, Tex.) 
but in 35 percent of all counties in the United States and 60 percent 
of all counties in the South it was less than $4,000. In many areas 
where the rate of tenancy was very high it was impossible to buy a 
family-t37pe farm within the Limit. 

If the loans could not be made in one county because the Tarver 
Limit was too low, funds could be shifted to another county of the 
same state. But in some states the Limit was too low in almost all 
counties (Alabama, for example, had only two counties with Limits 
above $3,000) and funds for these states could not be reallocated 
to other states because the distribution of funds among the states 
was governed by the terms of the Act. (Alabama, for example, got 
six percent of the national appropriation.) In these states it was not 
possible to use the full amount appropriated. 

The appropriations act for 1944 contained (in addition to the 
Tarver Limit) a limit on the amount of funds that could be loaned 
in any one county. This amount vras set at not more than twice 
what the county would receive if the funds were distributed among 
the counties on the basis of farm population and the prevalence of 
tenancy, provided, however, that any county might receive at least 
five loans. On this basis there were only 473 counties w’here more 
than five loans could be made. The restriction meant that funds 
could not be shifted from county to county to avoid the places 
where inflation of land prices was most severe. Because of the inter- 
action of this so-called ‘Tund Limit” with the Tarver Limit and 
because of the effects of inflation, FSA was forced to return more 
than one-fourth of the 1944 appropriation to the Treasury. 

This political interference handicapped the administration of the 
program, but it probably had little effect on the size of the loans 
that were made. There were political forces, however, which iU 
influence the size of the loans by influencing the “family-type farm” 
standard itself. In the South, especially, public and Congressional 
opinion opposed setting the TP borrower above his neighbor; if the 
neighbor’s status was woefully low, the borrower’s would have to 
remain low too. Moreover there was a widespread feeling shared 
by many FSA personnel in the South, that a very modest improve-* 
ment in the position of the borrower was all that should be expec- 

AgncuUure Appropriatixms BiU, 1941» pp 953-954. A report on the size of TP loans 
is given in these hearings. 
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ted.^^ These opinions markedly influenced the local administration 
of the *‘family-type farm*’ standard and they account in large meas- 
ure for the fact that the average loan was not larger. 

The Fund Limit was intended to prevent PSA from concentra- 
ting loans in “colonies”. The Act provided no authority for PSA to 
purchase land for subdivision. Yet in some parts of the South (the 
Mississippi Delta, particularly) it was almost impossible to obtain 
a family-type farm except by subdivision. In these places FSA 
optioned tracts and made individual loans to whatever number of 
tenants might be needed to effect the subdivision. By June 30, 1943 
FSA had created 4,604 farms by subdivision.^® From then until Dec. 
31, 1947 only 1,348 farms were created by subdivision; the rate had 
slowed because of the Fund Limit, because of opposition from the 
American Farm Bureau Federation, which claimed that the Act 
was being “perverted”, because of the increasing cost of building, 
and because FSA discovered that subdivision was “a very difficult 
thing to do At the end of 1947 the average tract had been 

subdivided into 4.3 units; several tracts, however, had yielded more 
than 100 units. 

Section 505 (b) of the Servicemen’s Readjustment Act of 1944 
made veterans of World War II eligible for TP loans to the same 
extent as if they were tenants. In the appropriations act of 1946 
Congress earmarked $15,000,000 of a $35,000,000 appropriation for 
loans to veterans. These funds could be distributed without regard 
to farm population and the prevalence of tenancy and without 
regard to the Tarver Limit. 

Beginning in 1943, land price inflation made itself increasingly 

There was a good deal of controversy as to whether Southern borrowers should 
have bathrooms in new houses, the idea of a cropper, especially a Negro cropper, 
who was “ou the government” having a bathtub while his neighbor had none was 
too much for some people to stand So also was the idea of the borrower’s having 
more stock or more land. The influence of this kmd of opinion on the administration 
of the program can be seen in the words of Frank Hancock, then FSA Adnu^tra- 
tor, in his testimony {against the Tarver Limit, incidentally) before the Senate sub- 
committee on agricultural appropnations in 1945. ‘T am in fuU agreement with what 
I understand to be the principle underlying this restriction (the Tarver Limit) The 
gover^ent should not provide loans to set borrowers up on a higher plane than that 
of the^ neighbors who are successfully acquiring ownership of farms through their 
o^ efforts, and with their own savings, without government aid.” Beyond this un- 
wilWn^ to see the borrowers specially favored there was, no doubt, the fear that 
if their rise m the world too rapid they might become “uppity ” 

A record of subdivisions by states appears in House Hearings on Agriculture 
Appropriations BiU, 19U, p. 1647. 

Paul V Mans m a letter to the writer Mr Mans added that FHA would 
pcsmne making subdivisions as soon as buildmg materials become readily available. 
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felt. This was true although FSA clung tenaciously to a conserva- 
tive system of appraisal.^® Despite precautions, however, price infla- 
tion affected the loans to some extent. ^*Our borrowers are probably 
paying more for farms or getting farms of poorer quality and loca- 
tion than heretofore’*, the director of the Farm Ownership Division 
of FSA said in 1946. “U we were openly to advocate a definite per- 
centage increase in prices paid for farms, in addition to the small 
adjustment in long-time commodity prices, that very fact might 
cause an excessive relaxation.”^ 

In July, 1946 the Bankhead-Jones Farm Tenant Act was amen- 
ded by the Farmers Home Administration Act and the following 
November FSA and the Crop and Feed Loan Division of the Farm 
Credit Administration were merged into the new Farmers Home 
Administration. While it retained the main structure of the TP pro- 
gram, the new legislation made several important changes in it.^^ 
These changes had not had an important influence on the program 
as its tenth year ended on June 30, 1947. 

The TP Loan Record 

The before-acceptance tenure status of the borrowers who had 
active loans in 1945 is shown in Table H. 


Table II. Percentage of Acttve TP Borrowers (1945) in 
Various Tenure Groups at Acceptance 


Tenure group 

United 

States 

Midwest 

South 

East 

West 

Cash or standing renter 

21.7% 

17 2% 

21 7% 

43 2% 

36.1% 

Share renter 

68.4 

80 5 

59 8 

38 2 

48 4 

Share cropper 

IS 3 

1.6 

17 1 

9 3 

8 0 

Farm laborer 

0.7 

0.3 

0.6 

2 5 

4 0 

Other 

0 6 

0 4 

0 8 

6 8 

3 5 


Source, Computed from PHA, Release No, 3, "Status of the Tenant Purchase 
Family m 1945.” 


Early m 1948 PHA appraisers were still making their calculations on the basis 
of ten cent cotton in Alabama, $7.70 hogs in Indiana, 77 cent wheat m Nebradca, and 
31 cent hutterfat in New York. {FHA Instruction 622 3). 

Paul V Maris, op cit 

17 The FHA Act made the following important changes in the TP program. 1, 
provided for Federal insurance of mortgages to supplement direct loans with the 
stipulation that the insured-mortgage borrower make a down payment of at least 10 
percent; 2, increased the interest rate to 3i percent (on insured-mortgage loan 
percent plus 1 percent insurance charge) ; 3, gave eli^bility ^d preference to quali- 
fied veterans of all wars, 4, retained the formula for distribution of loan funds among 
the states but gave each state a minimum of $100,000 and provided veterans should 
be served in advance of the distribution of funds for tenant loans; 5, authorized 
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Although the Act specifically listed farm laborers among the eli- 
gibles, virtually no loans had been made within this very large 
group. This was not the result of deliberate policy; FHA (and FSA) 
procedure does not discriminate against laborers. However, the Act 
and the procedure give preference — ^Vherever practicable” — ^to 
applicants who can make a down payment or who have stock or 
equipment for fanning, and this provision tended to bar farm labor- 
ers. Thirty-eight percent of the tenants in the South are sharecrop- 
pers (1945 Census) but only 17 percent of the Southern TP borrow- 
ers were sharecroppers at acceptance, a fact which indicates that 
the croppers, while by no means excluded, receive less than a pro- 
portionate share of the loans. The same was true of Negroes in the 
South. In eight Southern states having more than 30,000 colored 
tenants 49 percent of all tenants were colored (1945 Census) but in 
these same states only ^ percent of the TP borrowers were colored. 

The size of loans varies greatly by regions.^® In the South (as of 
Dec. SI, 1945) 61.8 percent of tibe loans were for less than $5,000 
and only 5.9 percent were for more than $9,000. The comparable 
percentages for the Midwest were 8.6 and S6.8; for the United 
States as a whole the comparable percentages were 47.6 and 13.8. 


Tabi;e m. Acres in Crops, TP Farms m 1945* and Farms Rented 
BT Axh Borrowers before Acceptance 


Acres in crops 

Area 

Rented before 
acceptance 

Owned in TP 
farm (1945) 

Percent increase or 
decrease TP over 
rented 

United States 

73 

75 

2.7 

East 

77 

74 

-39 

Midwest 

m 

109 


South 

58 

65 

12.1 

West 

97 

90 

- 7 2 


* Many borrowers supplemented their TP farms with rented land in 1946. The 
average acreage of cropland rented was then as follows: United States, seven; East 
three; Midwest, 17; South, five; West, nine. 

Source: Adapted from FHA, Release No, S, “Status of the Tenant Purchase 
Family in 1945.’^ 


loans to repair, improve, and enlarge farz^ of less than family size and to refinance 
indebtedness for uiat purpose; 6, substituted for the Tarver Limit a provision 
hmituig loans to not more than the average value of an efficient family-type unit in 
the county as determined by the Secretary; and 7, converted the variable payment 
plan into a conventional arrangement for prepayment. 

The size of the loan is virtually the same as the purchase pnce of the farm plus 
repairs and improvements; only 4.6 percent of the borrowers made a down payment 
and the average waa only $451. 






Ten Yeabs op Fabm Tenant Pubchase Pbogbam 479 


These differences resulted from local variations in the ^‘family-type 
farm^^ standard rather than from the — for the TP program — ^irrele- 
vant fact that Southern applicants had less net worth,^® 

Except in the South> the TP farms have less cropland than did 
the farms the borrowers formerly rented. However, in 1945 the bor- 
rowers were still permitted to rent additional land. This rented land 
brought the total fanned by the non-Southern borrowers to slightly 
more than they had formerly rented. 

Of the 11,233 borrowers (24 percent of all) who had repaid their 
loans in full by June 1947, 7,598 were known by PHA to have paid 
from farm income and to be continuing in operation of the farm 
when the final payment was made. FHA has no further record of 
the progress of these paid-up borrowers however. As of June 30, 
1947, 4,606 TP loans had been liquidated by FHA.®® Some of these 
loans had not been paid in full; the probable loss on these was esti- 
mated by FHA at $71,575, a negligible amount in view of the total 
loaned. The amount advanced to all liquidated borrowers, however, 
was $23,730,074. This sum, although it would be returned to the 
Treasury virtually intact, had not accomplished the purpose for 
which it was appropriated. The reasons for these failures, according 
to an analysis made by FHA in 1947, were chiefly accident, ill- 
health and old age (22.2 percent), change to other occupations (14.6 
percent), dissatisfaction with location or community (11,7 percent), 
and deficiencies on the part of the borrower (10.9 percent). Inade- 
quate farms acounted for relatively few failures (6.6 percent) and 
borrowers’ objection to supervision for even fewer (2.4 percent). 

The financial status of the active TP borrower in 1946 is shown 
by regions and for the United States in Table IV. 

The 43,050 borrowers whose loans were active at the end of 
March 1947 had repaid 156 percent of the amount due under the 
repayment schedule.®^ Fifty eight percent of them were ahead of 


In 1945, for example, the average Southern borrower got $4.04 in loan funds 
for every doKar of net worth, while the average Midwestern borrower got only 
$2 93. New York and lUmois borrowers had almost exactly the same average net 
worth at acceptance but the Uliuois borrowers got loans averaging 60 percent more 
than the New York loans. 

FHA, itgjiztoioji of Farm Otonershtp Loans as of June 55, 1H7 (Mimeo’d). 

*1 Schedule is the amount required to amortize the prmmpal and inter^t pay- 
ments within the period of the note. On a 40-year loan bearing three percent interest 
schedule is 4 326 percent of the loan. The term *1>ehind schedule” is used, rather 
than “delmquent,” because, technically, the variable payment borrower may be 
billed for leas than schedule. ActuaJty, of course, there must have been very few 
instances since the start of the war when the bill was for less than schedule. 
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TaBM IV. SXATTTB OF AoTlVB TP PaMILT IN 1048 



United 

States* 

East 

Midwest 

South 

West 

Assets, liahhties and net worth 

Net worth . , . 

$6,044 

$8,461 

$9,014 

$4,654 

$9,821 

Debts other than TP 

446 

1,665 

525 

337 

1,446 

Chattel inventory . 

3,630 

7,311 

6,441 

2,534 

6,636 

Income and Expenses 

Gross family income 

4,315 

7,764 

6,499 

3,366 

8,610 

7,290 

Cash farm income 

3,388 

6,676 

5,631 

2,442 

Non-farm income 

363 

467 

318 

356 

811 

Value of home-use products 

565 

621 

550 

568 

510 

Cash family living expense 

856 

1,314 

1,232 

700 

1,552 

Farm operating expenses 

1,533 

3,899 

2,379 

1,100 

3,802 

Use of net cash income 

TP regular payments 

569 

508 

991 

430 

1,018 

Net debt repayment 

188 

509 

261 

142 

523 

Allowable capital expenditures 

488 

819 

879 

335 

1,133 


* Territories excluded. 

Source Adapted from FHA, Release No 7» iH6 Status Report 

schedule by an average of $951. Seventeen percent were behind 
schedule by an average of $266. 

Repayment ability and net cash income were closely associated 
with size of loan. 

On the basis of rather rough estiinates,^® it appears that a con- 
siderable proportion of the borrowers, especially the Southern bor- 
rowers, would find it difficult or impossible to meet scheduled 
repayments if farm prices were to fall to, say, 1928 levels. At 1928 
farm prices, the 1946 production of 60 percent of the Southern and 
44 percent of all TP farms would have been worth less than $2,000. 
If only the cash income from the TP farm is included (that is, if the 
value of farm-produced food used at home and of the products sold 
from rented acres is excluded), the 1946 production of the average 
Southern borrower (at 1928 prices) would be worth $748 and that 
of the average of all borrowers $1,957. If from this are deducted 
farm operating expenses (in the same ratio to cash farm income as 
actually obtained in 1946) and the scheduled TP payment, the re- 
mainder (the net cash farm income after TP payment at 1928 

^ Th^e estimates were made with the assistance of the Program Analysis Unit, 
PEA. using state mdices of farm prices provided by BAE. Then* chief weakness is 
that the followhg states were omitted from the calculations because comparable 
indices were not available Arizona, Colorado, Connecticut, Maine, Massachusetts, 
Mississippi, Nevada, New Hampshire, Ohio, Oregon, Pennsylvania, Rhode Island, 
Tennessee, Texas, Utah, Vermont and Washington These states include 25 percent 
of all borrowers. 
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prices) would be $—19 for the average Southern borrower and $526 
for the average of all borrowers. 

There is, of course, a close relationship between size of loan and 
the borrower’s level of living. In 1945 cash family living expense 
varied from $447 for borrowers with loans of less than $3,000 to 
$1,236 for those whose loans were $11,000 or more. FBLA’s emphasis 
upon improvements to meet minimum standards of health and safe- 
ty (but not of convenience) has not caused the borrowers to have 


Table V Schedtxle Status of Active FO Bobboweks, 
Cumulative as of Mabch SI, 1947 


Area 

Number of borrowers (percent) and average amount 

On schedule 

Ahead of schedule 

Behind schedule 

Percent 

Percent 

Amount 

Percent 

Amount 

United States 

25 

58 

$ 951 

17 

$266 

East 

34 

48 

848 

18 

302 

Midwest 

21 

68 

1,416 

11 

260 

South 

24 

57 

764 

19 

254 

West 

30 

48 

1,855 

22 

362 


Source FHA, Re^port of Debt Payments by Farm Ownership Borrowers €ls of March 
SI, IW. 


a markedly higher level of living in terms of specified facilities than 
the generality of resident-operators. In the South, 11 percent of all 
resident operators and 12 percent of the TP borrowers had running 
water in their homes in 1944; in the Midwest, the corresponding 
percentages were 24 and 25. Similarly, 27 percent of the Southern 
and 53 percent of the Midwestern resident operators had electricity 
as against 24 percent of the Southern and 50 percent of the Mid- 
western TP borrowers. In both the South and the Midwest, how- 
ever, a larger proportion of borrowers than other farmers had radios 
and automobiles.2® 

It is not easy to judge the effect of farm and home planning and 
of supervision upon the borrowers. The most significant data are 
those contained in an unpublished BAE study, based on a sample 
of borrowers in the Midwest and the South, Attitudes Toward FHA 
Tenant Purchase Program.^^ According to this study, 26 percent of 

These comparisons are based upon a sample of 295 Midwestern and 388 
Southern borrowers m 1944 (BAE, Study 122, processed, January 1946, p. 101) and 
the Census of Agriculture for 194A 

BAE, Division of Program Surveys, Study 122 (processed) January 1946 
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the Midwestern and 18 percent of the Southern borrowers reported 
they had made no changes in their farming operations since obtain- 
ing their TP loans. Those who were aware of having made changes 
most frequently mentioned improved methods of soil cultivation, 
increased use of cover crops and pasture, and increased use of live- 
stock. Very few mentioned increased mechanization or improve- 
ments in the physical plant. The borrowers who were most apt to 
change their fanning operations were those visited by supervisors 
most often. 

Although three-fourths of the Midwest borrowers said they had 
made changes in their ways of fanning, only about one-fourth of 
them spontaneously mentioned the Farm and Home Plan in this 
connection. In the South, four-fifths of the borrowers said they had 
made changes, but only about one borrower in 15 mentioned the 
plan. Very few of the borrowers had what B AE interviewers termed 
an “inadequate’’ knowledge of the details of the plan, but less than 
half the midwesterners and only one-sixth of the southerners had 
what was called an “adequate” knowledge.^® The borrowers who 
had changed their farming practices were those who were best 
informed about their plans. 

Plaiming and supervision were not unpopular among the bor- 
rowers. Half the borrowers said their plans were helpful and a larger 
proportion considered the supervisors helpful. Four-fifths of the mid- 
western and three-fifths of the southern borrowers approved of the 
supervisors and only one or two percent said they actually disliked 
to have the supervisors visit. Home supervisors enjoyed about the 
same degree of popularity with the borrowers’ wives. One-fourth of 
the midwest wives and one-half the southern wives said they would 
have run their homes differently without the Farm and Home Plan. 

The BAE study revealed no relation between the borrowers’ 
repayment status and change or lack of change in his fanning prac- 
tices, however, nor did it show any connection between repayment 
status and the nature of any changes that may have been made. 

Tenant Purchase Perspectives 

“It is to be doubted”, Drs. Black and Hyson have written, “if 

^ The interviewers asked the borrowers specific questions about six aspects of 
their plans. A borrower who was able to supply information in any detail on all six 
was regarded as having an adequate knowledge of the plan. Detailed knowledge on 
three to five aspects of the plan was rated as fairly adequate. Ability to describe only 
one or two aspects was considered evidence of inadequate knowledge. 
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auy program for agriculture in this country should be publicly sup- 
ported which does not provide a net cash income for an ablebodied 
farmer in the prime of his life of at least $60 a month (in addition 
to the use of the farm dwelling and food and fuel obtained from 
the farm).”®® Judged by this standard over a representative term 
of years, the TP program probably could not be justified in the 
South, where 70 percent of the loans have been made. Elsewhere, 
too, many of the loans would fail to pass muster if farm prices were 
anything less than favorable. 

Attempts to define a minimum adequate farm income are of 
course bound to be highly valuational.^^ A more useful concept for 
the economist (although not entirely free of the value element either) 
is that of efficient size. But even if it is assumed, as it is here, that 
a family-type farm should be large enough, in terms of technology 
and capital as well as land, to employ the family labor efficiently, 
i.e., so as to give equal rewards (including non-monetary rewards) 
with comparable endeavor in other occupations, the task of expres- 
sing the standard in specific amounts of land or capital is fraught 
with hazards 2 ® It is not unreasonable to say, however, that if it is 
to purchase an efficient family-type unit the size of the average TP 
loan should be doubled or even tripled. In the South, for example, 
a single-family one-tractor unit may require from $10,000 to 
$30,000, while in the Midwest the real estate investment for farms 
requiring 14 to 20 months of man labor is estimated to be as much 
as $32,970.2® These amounts are indicative of the situation at the 
present time. Over the next 40 years, the period for which the TP 
loans are written, national productivity will doubtless increase 
steadily and spectacular changes in agricultural science and tech- 

Quarterly Journal of Economics, November 1944, p 25. 

27 This can be seen from the fact that Black and Hyson believe a reasonable goal 
for pubhc programs for farmers who happen to be veterans is twice as mudi as for 
others 

In 1941 ESA leaders set a very low standard, although certainly not from choice. 
They set the TnimTmnn cash hving expense at ^0 per year for each member of the 
family This was $250 a year or $20 80 per month for a family of five. Hearings of the 
Select Comm%ttee of the House Committee on Agnaultme to Investigate the Farm 
Security Administration, (Cooley Comm Hearings), 78th Congress, 1st Session, 
1943, Part 2, p. 852, 

2 ® This formulation is paraphrased from Joseph Ackerman and Marshall Harris 
(eds ), Family Farm Policy, Umv, of Chicago Press* 1946, p 889 

2 ® These estimates are from “Study of Agricultural and Economic Problems of 
the Cotton Belt,” Hearings Before Special ^uhcommitiee on Cotton of Home Com- 
mittee on Agrictdiure, 80th Congress, 1st Session, 1947, p. 19, and Capital Needed to 
Farm in the Midwest, Bulletin 389, Agricultural Experiment Station University of 
Minnesota, North Central Regional Pubhcation No. 5, January 1946, p. 9, 
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nology are not at all unlikely. The amount of capital required for 
efiScient family-type farming may therefore rise sharply. In this 
context, the question must be asked whether a TP program making 
an average loan of, say, $30,000 would serve the purpose of the 
Bankhead-Jones Farm Tenant Act, or indeed, any useful purpose 
at all. 

The TP program was conceived in the South in answer to the 
question, asked in 1935 by the authors of The Collapse of Cotton 
Tenancy: “What is to become of the half million to million farm 
families — ^the two million to five million individuals — ^who are no 
longer needed as cotton tenants?***® As late as 1941 the administra- 
tors of FSA were assuming that the cities could not provide jobs for 
these millions and that therefore the only opportunity was to 
improve their status on the land.*^ Today the outlook is radically 
changed, A large number of farm people left the land during the 
war and it is now widely agreed that productive work can and must 
be found outside of agriculture for others who are no longer needed 
there.®^ The function of a long-term credit program in the South 
today is not to create the maximmn number of minimum-sized 
farms, but to assist boldly and creatively in the reorganization of 
Southern agriculture — a reorganization which, now that its techni- 
cal basis exists in DDT, super-phosphate fertilizer, and improved 
pasture grasses, is proceeding very rapidly. For this role, the TP 
program with its emphasis on planning and supervision, would be 
wonderfully well fitted if the loans were of suJHacient size®® 

Outside of the South, technological advance since 1900 has caused 
a rapid drop in the number of inadequate farms and a steady 
increase in the number and size of family and larger-than-family 
farms.®^ The financial position of fanners is better than at any time 

C S. tTohnson, E R Embree, and W. W. Alexander, Chapel Hdl 1935, p 46 
It IS interesting that these authors, full of sympathy for the tenants but writing m 
the depth of the depression, should have recommended “small plots of minimum 
size required to support farm families, probably twenty to forty acres in the cotton 
states ” 

In March 1941 FSA’s objective was “to reduce the number of farm tenants , . . 
to about one rtuUion durmg the next 40 or 50 years. This wJl mean converting ten- 
ants into owners at the rate of about 30,000 per year . ” Cooley Committee Hear- 
ings, cit Parts, p. 852 See also the “ultimate picture,” pp 860-861. 

** See the testimony of the then Assistant Secretary, Charles P. Brannan, in Hear- 
ings on Long-Range Agricultural Polii^, 1947, p 9 

The credit requirements listed in A Conversion Program for ike Cotton SotUh 
(BAE, mimeo’d. Washmgton: 1945) totaled (m milhons) $2,386, broken down as 
follows farm purchase or enlargement, $850; farm bnildings, $632; equipment, 
$632; and livestock, $272. 

^ J. C Ellickson and J. M Brewster, “Technological Advance and the Structure 
of American Agriculture,” this Journal, 24. 4 (November 1947) p, 838 
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in our history; their liquidity has risen in recent years from about 
4.5 to 23 billion dollars, a circumstance which has reinforced and 
accelerated the trend toward larger units. Borrowers having the 
larger, more eflScient farms will find it easier to repay their loans 
(especially if amortization schedules take account of income fluc- 
tuations), but it will be harder for tenants starting from scratch to 
acquire enough capital for ownership; down payment requirements 
will be stiff In this outlook there is a small but useful place for 
the TP program in providing farm ownership opportunities for those 
capable tenants who are unable to make down payments.^® With 
farm development and improvement loans, however, PHA might 
make a more important contribution in the Midwest and in the 
arid and semi-arid West; farm development and improvement (par- 
ticularly as regards soil and irrigation improvements) is a field in 
which adequate credit has always been lacking. If the development 
and improvement loans were of sufficient size and if the amount 
and quality of supervision and farm-planning were increased some- 
what, FHA might open this field with great profit to its borrowers. 

Americans have always hated and feared land monopoly. With- 
out falling into the error of creating farms that are too small, the 
TP program could be aggressively used to break up the large corpo- 
rate land-holdings of the South and West, thus accomplishing what 
the Preemption Act, the Homestead Act, the Reclamation Act and 
many other laws have so far failed to do. This, in the writer’s opin- 
ion, would be a highly desirable objective, but one justified on poli- 
tical rather than economic grounds. 

The steady and rapid advance in the amount of resources requir- 
ed for efficient fanning makes the infeasibility of converting large 
numbers of farm tenants into owners more and more apparent how- 

See J. F. Timmons, "Farm Ownership in the United States’* this Journal^ 
30 1 (Feb. 1948), p. 93. 

^ Although no attempt has been made m this article to evaluate the develop- 
ments which have taken place smce passage of the FHA Act, some comment should 
probably be made here regarding the insured-mortgage loans authorized by that 
Act. To obtain an insured-mortgage loan the borrower must make a down payment 
of at least 10 percent. This will exclude most Southern tenants (only about one m 
ten of its present borrowers could have met that requirement without impairing 
operating capital, FHA estimates). In the Midwest, the down-parent reqmrement 

cause FHA to select its borrowers from an even higher socio-economic group. 
This will mean that the gap between the amoimt of capital which could be rented 
and the amount which can be borrowed (a gap already sizeable in the case of the 
borrowers who receive 100 percent loans. Table III suggests) will be widened. 
Ehnunation of the variable payment feature and (in other legislation) increasing 
the mterest rate on both direct and insured loans to four percent will further de- 
crease any advantage the non-Southern borrower might have m borrowing as 
against rentmg. 



486 


Edward C. BAtmEiD 


ever. The problem of rural poverty and insecurity, it now seems 
quite dear, must be solved in the cities. This is a condusion that 
will be resisted by many valiant people who have struggled with 
great skill and tenadty to make the TP program a vehide of reform 
in a segment of American life which was, and still is abysmally in 
need of reform. But the fact — ^the heartmng fact — ^is that national 
and agricultural productivity are moving sharply upward and, 
moreover, the time for more fundamental reforms is near at hand. 



THE BRANNAN PLAN AND FARM ADJUSTMENT 
OPPORTUNITIES IN THE COTTON SOUTH 

W. E, Heetdrix 

Georgia Agricyltural Experiment Siati&n)- 
I. Income Effect 

N O OTHER major agricultural region in the United States has 
more to gain for itself, or can add more to the sum total of 
national economic well-being as a result of increased income than 
can the cotton South. Increased income can provide a base out of 
which to finance long needed capital investments in both physical 
and human resources — ^investments for which the marginal rate of 
return is extremely high and without which there can be no real 
improvement in the South’s productive capacity. The necessary 
funds for these investments, except in a few short periods of highly 
favorable economic conditions, however, have not been obtainable. 

The rural South probably remains the most undeveloped market 
to be found in the United States for the products of both factory 
and farm. When they have high enough incomes, southern farm 
people buy their share of automobiles, refrigerators, electric stoves 
and other conveniences and services that are a part of our modern 
culture. They also eat their share of a large variety of nutritious 
foods, much of which is shipped into the South from other farming 
regions. The percent of farm population in low income groups in 
the South is higher than in any other section of the United States 
as indicated by the following data. 


Pebcjentagb op Farms (ob Families) with Cash Saues Oveb $400, 
Hateng Spbcipied Sales in 1946*** 


Range in 
gross mcome 


Percent of all farms 


Approximate 
net cash 
income 

U. S, 

North 

South 

West 

$ 400-999 
1,000-2,499 
2,500-5,999 
6,000 and Over 
Total 

22 0 
30.4 
27 4 
20 2 
100. d 

13.7 

28 3 

34 0 

29 0 
100.0 

31 9 

39 6 

20 7 
7.8 

100 d 

14 9 
20.6 

26 2 

38 3 

100 d 

$ 200^99 
500-1,249 
1,250-2,999 
3,000 and Over 


^ The author acknowledges substantial aid m the preparation of this paper from 
Robert G Spitze and Waldo S Rowan. 

2 Basic computations by Farmers Home Administration and B A E Approxi- 
mately 1,000,000 farms with less than $400 cash sales were excluded because they 
were self-sufficient, part-time or retirement farms. As compared with 1946, farm 
mcome m 1948 will be lower than m either 1946 or 1947. 

* From Public Affairs Bulletin No 67, Library of Congress, Washington, D. C., 
March 1949. 
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With such a high proportiou of the people possessing a high pro- 
pensity to consume, any increase in income to these consumers 
will have a healthy influence on the maintenance of a flow of pur- 
chasing power in the total economy. 

The Brannan Plan aims at a continuation of the present favor- 
able level of farm income relative to non-farm. Prom an income 
standpoint the South has much to gain from these proposals in 
contrast to existing legislation which provides price supports only 
on a few basic crops and at some 20 percent lower levels on these. 
If a favorable level of income to Southern agriculture can be main- 
tained, the South has the opportunity to continue the rapid progress 
made in recent years in adjusting its farming economy; that is, if 
it does not at the same tnne interfere with the movement of re- 
sources out of one kind of emplo3mient into another, either within 
agriculture or between agriculture and the non-farming economy. 

It is recognized, of course, that such a price plan as the Brannan 
proposal cannot supply all the aid needed by the relatively poor 
and inadequate farms. Supplementary assistance is needed here. 
Neither would this plan change the relative income standings of 
the low and the high income farmers, a change which is politically 
and economically feasible only over a long period. 

JJ. Effect on Resource Use 

Artificially fixed product price relationships provided for in 
price support programs can themselves be a major obstacle to a 
desirable use of resources. In the South, however, the fixed price 
relationships as proposed in the Brannan Plan are not likely to have 
any major effects on resource uses at least until considerable prog- 
ress has already been made in farming adjustments. The respon- 
siveness of cotton farming to price changes is greatly limited by 
many other, and perhaps more important, resistances Included 
among these are such factors as: (a) Backing up of an abundance 
of cheap, unskilled, untrained labor on farms as a result of high 
birth rates and occupational immobility (b) The forms and amounts 
of capital which are adequate and appropriate for cotton farming, 
but inadequate and inappropriate for many other kinds of produc- 
tion. (c) A high percentage of tenancy which hinders development 
of long-time farm production plans and thus closes to many people 
otherwise feasible adjustment opportunities. AVhere farmers in the 
South have been able to overcome these obstacles, they have been 
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able to make adjustments that have been profitable under any re- 
cent historical set of price relationships. In the future these will 
continue to be the crucial considerations rather than the precise 
level of cotton prices relative to other farm products. Actually, 
during the recent decade of high prices for agricultural products, 
there has been a sizeable shift from crop to livestock production 
in the South. 


Cash Income prom the Sale of Chops and Livestock 
S oXTTH CaHOUNA AND GEORGIA, 1940 AND 1948 





1948 


1948 

1948 

as percent 
of 1940^ 

Livestock and Livestock Products 

$ 61,650 

$338,698 

450 

All Crops 

190,868 

640,018 

836 


This shift was made at a time when the prices of milk and beef 
were favorable in comparison with cotton and tobacco and perhaps 
even more important when the level of income to farmers was high 
and labor was relatively scarce. The Brannan Plan proposes to 
maintain livestock prices at this favorable level in addition to a 
relatively high support level for the crops. The maintenance of 
these recent price and income relationships would, of course, facili- 
tate contmued adjustment in the South to livestock. In contrast, 
existing legislation offers no assurance that livestock products will 
not drop to a level unfavorable to that of cotton and tobacco even 
though these are supported at somewhat lower levels. To the extent 
that additional price certainty would result m more production of 
supported perishable products due to shifts in enterprises, the con- 
sumers will realize more abundant supplies and lower food costs. 
With the large amount of resources not fully employed and the 
relatively low income pattern, the Soutli stands to gain here with 
lower food costs and subsequent higher standard of li\mg for both 
its urban and rural people. 

Price certainty, however, is not to be confused with market cer- 
tainty. In his statement on April 7, Secretary Brannan stated : “For 
fluid milk, marketing agreements and orders should be continued.^" 
High price guarantees secured by marketing quotas, instead of 
facilitating the conversion from cotton to dairying, can very effec- 

^ Prices of both hvestock products and crops m 1948 were around 300 percent of 
1940. 
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lively hinder such conversion. Much depends here, as is the case 
with many other phases of the Brannan proposal, upon choice as 
among the various alternatives suggested in the plan for the main- 
tenance of high support prices. 

Under the new proposal two of the so-called basic commodities 
have been deleted in Brannan’s priority list. Though these crops, 
peanuts and rice, are not so important relative to tobacco and cot- 
ton, they are the sources of much of the income in certain sections 
of the South. Peanut producers usually can shift to other production 
and this industry is realizing new markets that may affect the price 
level. However, acreage allotments are already in effect. Peanut 
producers would have an alternative market through hog produc- 
tion in areas where there is adequate fencing. Bice on the other 
hand, is grown in areas where alternative use of the resources is 
restricted. 

There is little warrant for the fears that artificially supported 
high farm incomes will intensify the problem of population pres- 
sure on land resources. It is doubtful that any recent set of price 
relationships is an adequate explanation for the origin of this prob- 
lem. And in turn, it is doubtful that the solution of this problem is 
to any appreciable extent contingent upon changes (at least any 
immediately forseeable changes) in price relationships. Involved in 
this problem of population pressure on resources is the production 
of human beings. This is a kind of production in which the South, 
at least in numerical terms, excells other farming regions. It is 
perhaps, even more than cotton, the South’s major surplus product. 
When this product clears the market at a fairly remunerative 
level, cotton also clears the market as fairly good prices. When 
labor is cheap enough cotton can be grown at a very low level of 
prices. Attempts to deal with this surplus of labor solely from the 
demand side may give temporary relief, but only temporary relief 
if the present high level of labor supply continues. 

In many parts of the South, of course, there are few opportunities 
for a marked change in the allocation of resources without the 
movement of large numbers of people off the farms and without a 
corresponding increase in the supply of capital. But even this is 
an over-simplified statement of the obstacles to agricultural ad- 
justments in the South, as is perhaps well illustrated by what has 
happened in Greene County, Georgia, in the last few decades. In 
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Greene County the Soil Conservation Service in its land-use capa- 
bility survey classified approximately 144,000 acres of land as 
suitable for cropland uses. Yet in 1944, cropland harvested was 
only 51,^96 acres. Here acres of cropland used per farm family 
averages about as low as it was before nearly half the farm families, 
under the tremendous impact of the cotton boll weevil, moved 
away in the 1920’s. Judged by the amount of land in use per farm 
family one finds here as great pressure of population on resources as 
occurs in most parts of the South. Yet not infrequently, one also 
finds many farm families living on farm units that have as much 
land idle as is in productive use — ^land that is about as productive 
as the land in use. 

Recognizing the tremendous adjustment opportumties and prob- 
lems in this general part of the Piedmont, the Farm Security Ad- 
ministration selected Greene County as the location for an inten- 
sive credit program. To the present time, slightly more than 1,000 
farm families in the county out of an estimated 1,600 farm families 
now in that comity have received liberal credit and intensive super- 
vision under terms of the Farm Security Admimstration or its 
successor, the Farmers’ Home Administration. Consequently, in 
recent years there has probably been little capital rationing in the 
county in any meaning of that term that is relevant to action. 

On the whole, this program has accomplished much good, es- 
pecially viewed from the standpoint of the tremendous difficulties 
faced. With liberal credit and supervision, a few farmers in the 
county have made the conversion from cotton to combination 
cotton-livestock farming. Several of these beginning with a minus 
net worth have paid for their farms and for capital additions needed 
for conversion in type of farming in three to five years. But it re- 
mains that for the majority of farm families aided by the Farm 
Security Admimstration in this county, there seems to be little 
hope of increasing their incomes by internal farm adjustments, 
unless they can do so using one-mule farming equipment and pro- 
ducing their usual acreage of cotton combined with feed and food 
production for farm and home uses. Records covering several years 
of their experience indicate that more capital than can be effec- 
tively used for such limited purposes on these farms is an economic 
waste. This is not because of any scarcity of land suitable for an 
expansion in their farming operations, nor because they lack access 
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to capital, but because with their valuations and their ideals and 
purposes, it is an almost insurmountable task to induce them to 
make the change from cotton to other kinds of production. In- 
creased investment in education will necessarily have to go hand 
in hand with increased investment in physical capital goods if 
those physical capital goods are to increase the productivity of 
these workers. But adjustments necessarily have to begin with 
these people as they are. Because of their age, size of families, lack 
of education, and other limitations, it is also doubtful that many 
of these farm families would fare much, if any, better in non-farm 
employment of the kinds available or of the kinds for which they 
are now fitted. 

K this same general situation is fairly widespread in the South, 
then there are many people for whom cotton production is about 
their only feasible production alternative, whether cotton is 27 
cents per pound or only 10 cents per pound. Whatever else one 
may say of the problem of rural poverty or of rural welfare (within 
which category the problem of economic efficiency in its broader 
social context would seem to be embraced), it is at least a problem 
for which remedies cannot be easily superimposed, even by over- 
all price support programs. Indeed, apart from an increased aware- 
ness of the existence of problems on the part of the people who 
themselves are most affected, including an awareness of means 
suitable for their solution, there is probably no adequate solution 
at all. Increased educational opportunities can help people develop 
the values and ideals without which they have little incentive to 
change. A high price and income policy is likely to have little effect 
here except as it may indirectly increase investment in the educa- 
tion and cultural development of the people. 

IIL Production Control 

In the first section of this paper the importance of a high level of 
income was stressed as a means of facilitating farm adjustments in 
the South. The second section attempts to point out the limitations 
of relative prices in bringing about a desirable allocation of re- 
sources in the South. But over the long pull, and to the extent that 
these other barriers to efficient resource use are overcome, relative 
prices will guide resource use in the South as elsewhere. 

This section will be devoted to a brief statement of the conditions 
within which production controls may be used to improve farm 
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income and resource use in the South. In the interests of brevity 
the discussion will be limited to cotton. Acreage allotments and 
marketing quotas for cotton appear to be a certainty under exist- 
ing legislation as well as under Brannan’s proposals. What benefits 
can be expected from them? The demand for American cotton is a 
part of a broad demand for fibers. The supply of American cotton 
is a part of a highly competitive world supply of cotton and other 
fibers. It should be obvious that cotton prices determined by these 
influences cannot be raised significantly by restrictions in the 
supply of American cotton alone. Unless cotton is moved into other 
countries with the help of a subsidy, cotton growers would lower 
their income from cotton rather than increase it by production re- 
strictions. 

Yet because of the probable severe undesirable income effect on 
cotton producers in the years immediately ahead, if cotton prices 
were allowed to fall to free market levels without income supple- 
ments, price supports and acreage restrictions may assist Southern 
farmers in making the necessary adjustments in their farming 
operations. If livestock prices can be maintamed at relatively favor- 
able levels, and if aggressive educational and credit programs can 
be organized as a supplement to the price support and marketing 
quotas for cotton, resources freed from cotton production may be 
diverted into livestock production at a fairly rapid rate. The im- 
portant considerations are that appropriate government export 
programs be developed to maintain a reasonably large export of 
American cotton, that domestic cotton prices not be maintained 
at levels which significantly stimulate increased substitution of 
domestic synthetic fibers and that cotton prices not be held at such 
high levels relative to other farm commodities such as livestock 
products, as to remove the present economic incentives for shifting 
to diversified farming operations. 

If production controls are utilized to implement price supports 
for cotton within these limitations, significant progress should be 
made both in the organization of cotton production and in the sub- 
stitution of livestock for cotton, lessening the need for continued 
export subsidies and government income supplements in the South. 

IV, Conservation Measures 

With a predominance of row crops, long seasons of exposure, a 
dense population in agriculture, and low farm income, much of the 
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soil in tie South has been badly depleted. A coioinendable begin- 
ning has been made on this problem by the various educational 
agencies, A A.A., and Soil Conservation Service. In addition to the 
understanding of the need and method of conservation, farmers 
must see a security of return on their time and money in the short 
run to invest in the soil. 

So far price supports to maintain an adequate income for farm- 
ers have had only an indirect relation to programs designed to en- 
courage conservation. Farmers often fail to see the contribution 
conservation practices make to income received for their produc- 
tion. The Brannan plan proposes to tie these two segments of agri- 
culture together in two ways. To the extent that conservation prac- 
tices mean more forage crops, proposed price supports on livestock 
products assures farmers a favorable return for them. Even more 
directly a farmer must meet minimum conservation requirements 
in his farm plan to be eligible for price supports under the new pro- 
posals. Of course the requirements for conservation in this plan are 
unknown and subject to suspicion For the South, it must be real- 
ized that measures to improve conservation of the soil within so- 
cially acceptable means meet a dire need. Certainly the maintenance 
of a high level of income and the supporting of livestock prices at 
a favorable level with crops are additional factors in the plan to 
encourage conservation. 

F. Other Provisions Needed 

The Brannan Plan, even though the level of price supports re- 
mained at proposed 1950 levels, would be a major improvement 
over existing legislation. But if enacted into law the Brannan Plan 
should be amended to provide for more price flexibility, at least in 
the event sufficient funds are not appropriated to accomplish the 
income objective of the program. Otherwise, it may result in wide- 
spread economic displacement. It might also be amended to extend 
the compensatory payment approach to storable commodities. 
(With modern food preservation methods much of the validity 
for the distinction between perishable and non-perishable com- 
modities disappears, with the distinction if valid turning more 
on economic than on physical grounds.) For cotton, however, 
if we can assume that the government would institute an effective 
resale program, disposing of excessive stocks at world market 
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prices, then the compensatory payment approach, as opposed 
to loans (that in effect likely may become direct purchases), would 
do little more than add to administrative costs. The loan or di- 
rect purchase approach would mean, of course, that government 
would perform more of the trading functions, a likely objectionable 
feature from the standpoint of the cotton trades industry. 

An income support program tied to commodity marketings ob- 
viously is not a solution of the income problem of farm people who 
produce little or nothing to sell. This perhaps is the major weakness 
of the Brannan plan from the standpoint of many Southern farm 
people. On the other hand, there probably remains to be worked 
out what is a politically feasible plan of national income distribu- 
tion adequate for the solution of the income problem of extremely 
low income farm people. 

Presumably price support programs for Southern crops, especially 
cotton and tobacco, are predominantly programs for helping low 
income farmers. Out of 1,589,706 farms reporting cotton harvested 
in 1939, almost 80 percent, 1, £43, 464 reported fewer than eight 
bales of cotton harvested. These farms accounted for 49 percent of 
the acreage and 37 percent of the cotton produced. The significant 
economic fact is that this large group of farmers, almost all of 
whom were in the A.A A. program, had an average value of farm 
products sold, traded, or used by the farm household of $560.® 

Essentially the same situation prevails for tobacco. Even more 
farmers are growing small acreages of tobacco than before allot- 
ment programs were started. Probably 75 to 80 percent of all 
farmers reached would be classified as low income farmers. 

With but a few modifications the Brannan plan contains no new 
provisions that could not be found in present and past agricultural 
legislation. Enacted with a view to early amendment wherever 
experience reveals it to be inadequate or inappropriate in either 
means or objectives, or preferably provided sufficient discretionary 
authority for its administration, including authority for more 
flexible prices, the Brannan plan may be instrumental in effecting 
a more orderly adjustment in agriculture during the post-war 
years. Certainly the administrative authority should be broad 
enough to prevent a recurrence of such wastage as that in the 


® Census of Agriculture* 1940, Special Cotton Report, page 2. 
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present potato program. At best any approach to the income prob- 
lem of agriculture may be attended by some wastage of human and 
physical resources, including a free price policy, if southern eco- 
nomic history has any meaning for this problem. It is also doubtful 
that anyone has thus far found a single simple answer to either the 
farm price and income policy issue or to the problem of agricultural 
adjustments in the south. 
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T he agricultural program presented to Congress by Secretary 
Brannan in April and May departs in several respects from 
the programs which have been followed since the early days of the 
New Deal. A revised concept of parity which places the base for 
computation on income rather than on price, a change in method 
of stabilizing farm income, a device for preferential treatment of 
the family farm, and a greater emphasis on farmer responsibility 
and initiative for instituting production or market controls are 
main features of the original presentation. 

Brannan’s program is based on the idea of maintaining farm 
income through (1) production payments on non-storables, and (^) 
high support prices for storables. The non-storables account for 
about 75 percent of the gross income of agriculture. Prices for these 
would be allowed to seek the market level and prices for storables 
would be maintained according to the new support formula. The 
reaction of farm leaders to the program has varied from coolness to 
outright opposition, the chief exception being the Farmers Union.^ 
Most of the producer groups which have testified have indicated 
their preference for price support rather than production payments 
whenever the choice has to be made. Some have indicated that they 
would favor rather strict production and marketing controls if nec- 
essary to maintain the prices of their products.® 

Arguments advanced by Brannan when presenting his program 
and arguments advanced in most of the testimony which has fol- 

^ See National Farm Program, Hearings before the Committee on Agriculture, 
House of Representatives, 81st Congress, 1st session, April 11-May 19 See espe 
cially the testimony of the following organizations* Farmer’s Educational and Co- 
operative Umon, Apnl 27; the American Farm Bureau Federation, April 28, The 
National Grange, April 30 and May 12, American National Livestock Association, 
May 2; National Woolgrower’s Association, May 2, The Texas and Southwestern 
Cattle Growers Association, May 2, National Cooperative Milk Producers Federa- 
tion, May 3, National Potato Council, May 4, National Council of Farm Coopera- 
tives, May 10. 

* This statement apphes especially to the testimony of the National Cooperative 
Milk Producers Federation and the National Potato Council, An exception is the 
National Woolgrower’s Association testimony The American National Livestock 
Association reiterated their opposition “to governmental subsidies and controls.” 
See references cited m footnote 1, 
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lowed appear to develop from the major premise that depressions in 
an economy such as ours are “farm bred and farm led.” This prem- 
ise, which may or may not be tenable, has focused attention on 
how agricultural income is to be supported rather than is it to be 
supported. If the premise is accepted a choice between the methods 
available for supporting income is imperative. The split between 
the producer group solution in the interest of their own welfare, and 
the solution m the interest of the general welfare may become the 
central issue. The interest of the general welfare may become so 
apparent as to force adoption or modification of certain of the pro- 
posals which are being debated. In spite of recent testimony, this 
action may be hastened by difiSculties of administering the current 
price support program. 

How would Brannan’s program work in the Great Plains and 
what modifications may be suggested? Would it provide farm 
income stability and increasing efficiency in production? Or would 
it put Great Plains farmers in a production strait-jacket without 
corresponding income compensations? A definite answer to these 
questions cannot be made at this tune because the answer depends 
on the level at which controls may be instituted and the conditions 
which are attached to production payments, price supports, etc; 
but it is possible to appraise the merits and the shortcomings of the 
broad outline presented by Brannan. 

What does the Great Plains area require in an agricultural pro- 
gram? The area is peculiar in two respects : (1) the eictreme variabil- 
ity or flexibility required in operations to reach maximum efficien- 
cy, and (S) the extreme variability in income associated with a 
fluctuating dry-land crop and range livestock economy. Puther- 
more, in some areas of the Plains specialization in a single enter- 
prise — ^typically wheat, beef cattle, or sheep — ^is the rule rather than 
the exception. The program which would be best adapted to the 
area should do the following: (1) promote increasing efficiency in 
resource utilization; (2) counteract the extreme instability of 
income; and (3) move toward an expanding level of real income and 
greater social welfare. What does this involve? 

Resource Utilization in the Plains 

Great Plains agriculture is still in a stage of rapid readjustment. 
The overcapitalization following World War I, the forced liquida- 
tion of the early and the drouth and low prices of the ^30’s, 
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have been followed by an unprecedented boom. The boom is the 
result of high prices and of unusually favorable weather accompan- 
ied by rapid advances in technology. The number of farms is declin- 
ing and farms are still growing larger (Table I).® 

Table I. Numbee and Average Size op Farms in the Great Plains States 


States 

Percent 

Number of farms decrease 

in number 

1935 1945 

Average acreage 
per farm*^ 

1935 1945 

Percent 
increase 
in size 

Montana 

50,564 

37,747 

25 4 

940 

1,557 

65 6 

N. Dakota 

84,606 

69,520 

17 8 

462 

590 

27.7 

Wyoming 

17,487 

13,076 

25.2 

1,610 

2,633 

66 7 

S. Dakota 

83,303 

68,706 

17 5 

445 

626 

40.7 

Colorado 

63,644 

47,618 

25.2 

471 

761 

61.6 

Nebraska 

133,616 

111,766 

16.4 

349 

427 

22.3 

ICansas 

174,589 

141,192 

19 1 

275 

344 

25 1 

Oklahoma 

213,325 

164,790 

22 8 

166 

219 

31 9 

New Mexico 

41,369 

29,695 

28.2 

831 

1,671 

101.1 

Texas 

501,017 

384,977 

23.2 

275 

367 

33 4 

All States 

1,368,530 

1,069,076 

21 6 

355 

601 

41.1 


Source, United States Census of Agriculture, 1935 and 1945 
» In 1935, large acreages of “free” land were used by ranchers without legal con- 
trol and these acreages were not included in the census reports as part of the farm 
unit. Since then, competition for the use of grazing resources has forced operators 
to le^e or buy most of this land and the acreages are included as part of ^e farm 
unit in later census reports. 


If public programs do not limit the size of farms, the trend on the 
Great Plains toward fewer but larger farms may continue for some 
time. The major wheat growing areas of the Plains, and much of 
the agriculture of irrigated areas appears suited to a high degree of 
mechanization which is easily adapted to the larger farm umts. 
Ranches have been changing in four respects. (1) Existing ranches 
have expanded to the extent that nearly all grazing land is now 
xmder the legal control of some operating unit. (3) Fewer animals 
are being grazed on a given acreage. (3) Costs per animal unit have 
risen. (4) Capital position of the typical rancher has improved. 

The combination of high prices and above normal rainfall which 
has occurred since 1941, within a setting of increasing mechaniza- 
tion, has resulted in a marked exp'ansion in wheat acreage.^ Land 

® Tbe trends shown in Table 1 appear to have accelerated since 1946. 

4 In the Flams area of the 10 Great Plains states more than four miflion acres of 
grasslands were broken for crop during 1945-48. The breakdown for individual years 
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which was submarginal for wheat production in the ’30’s became 
highly profitable for wheat during the war and the early post-war 
years- With lower rainfall or lower prices the margin will roll back, 
but not to the former levels because of the greater efficiency of mod- 
em equipment and of improvements in varieties of crops and tillage 
practices. The Great Plains has fulfilled and probably should con- 
tinue to fulfill its traditional part in American agriculture — that of 
being the most elastic and yet unpredictable factor in crop produc- 
tion. 

Mechanization has brought a change in the cost structure for 
both crop and livestock production. A higher proportion of costs 
now require cash outlays. Increased expenditures for fuel, machi- 
nery purchases and repairs, are associated with lower labor require- 
ments. With mechanization, cash costs have become rigid under a 
given scale of output.® 

Policy and Program 

What is required of a farm program to increase the efficiency of 
Great Plains agriculture? First, the program must be consistent 
with the need for production adjustments and flexibility in land use 
to reach a level of efficient resource utilization. It must not freeze 
the production pattern in any area. It must encourage shifts in pro- 
duction which will prevent the accumulation of “burdensome sur- 
pluses.” Second, the program must be one that will increase the 
stability of production and marketing operations through adapted 
programs of storage, credit, crop insurance, taxation, and income 
supports. 

Production adjustments In Brannan’s original testimony he stated 
that “the program I have presented is designed to raise the effi- 

is as follows. 1945 — 667,184 acres 

1946— 858,573 acres 

1947— 1,335,956 acres 

1948 — 1,469,926 acres 

See R. I. Throckmorton, “Report of Conditions in the Great Plains as of July 10, 
1948,** Proceedings of the Great Plains Counml for July 29, SO, 31, 1948 (mimeo- 
graphed), pp. 34-39. 

® If output is allowed to vary, the cost structure may be more flexible in certain 
respects than it was prior to mechanization Evidence is accumulating which in- 
dicates that reasonably accurate yield forecasts can be made about the time of seed- 
mg which may encourage farmers to alter their scale of operations on a year to year 
basis to a greater degree than was profitable in former years See A L Hallsted and 
O R. Mathews, Sod Moisture and Winter Wheat vntk Suggestions for Abandonment, 
Kansas Agricultural Experiment Station BuUetm No 273 (1936) and Ray P Pengra, 
“Crop Production in the Semi-and Regions and Insurable Risk,*’ this Journal 
XXIX (1947), 567-70, 
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ciency with which resources are used in agriculture.” In regard to 
adjusting agricultural production he said “careful consideration 
must be given to providing a combination of production and mar- 
keting adjustment measures to balance supplies with demand. . . . 
Marketing quotas and acreage allotments should continue to be 
available or be provided for such commodities as tobacco, cotton, 
wheat, rice, corn, and peanuts, with improvements based on experi- 
ence . . . acreage allotments and marketing quotas should be avail- 
able for use on other feed grains. . . The legislation should provide 
for acreage allotments, marketing quotas and marketing agree- 
ments and orders for fruits, vegetables, and tree nuts. . . . The time 
may come when marketing quotas or similar feasible devices may 
be desirable for meat animals, dairy products, poultry and eggs, 
although the need for improving the diets of consumers and for 
encouraging conservation farming would not so dictate at this time. 

. . . Eligibility of a producer for participation in the benefits of any 
price support program should be conditioned on compliance with 
or adoption of applicable programs of production adjustment, mar- 
keting quotas or agreements, and the carrying out of reasonable 
conservation practice requirements.” 

Would such a program lead to efficient resource utilization in the 
Plains? If these regulations are to be the major factors controlling 
production decisions the answer must be largely in the negative. 
Administrative controls imposed on acreage would delay the needed 
adjustments and would destroy the flexibility required for efficient 
resource utilization. If wheat prices, for example, are maintained 
by production controls above some point of “normal” market equi- 
librium and if acreage cuts are made percentage-wise as in the case 
of the AAA, this would take good land out of production as well as 
leave land in wheat production which would be submarginal for 
wheat at the “normal” market equilibrium price. If these regula- 
tions are only for standby purposes for emergency use their adverse 
effect on the efficiency of resource utilization should not be great. 

How would Brannan^s program lead to shifts in production which 
will prevent the accumulation of “burdensome surpluses”? The pro- 
gram places emphasis on two price techniques: (1) price supports 
for storables, and (2) production payments for non-storables. The 
storables of the Plains are mainly wheat and the feed grains. Com- 
modity loans and purchase agreements, if tied closely to an histori- 
cal base, might bring the very thing which broke the Farm Board 
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and which was about to break the price support of the CCC in 1942 
before the development of the wheat feeding subsidy program 
Apparently in Brannan’s plan, wheat prices would be held at some 
relatively high level regardless ^of world wheat conditions, of the 
price existing for hogs and cattle, or of the supply and carryover of 
wheat and other grains. Wheat could only move into world markets 
and feed uses with the help of government subsidies. Domestic 
human consumption of wheat is about half or less than half of the 
wheat marketed during the past three or four years. While Great 
Plains wheat farmers probably would like to see wheat prices sta- 
bilized at 90 to 100 percent of “parity,” it is equally obvious that 
this is the major thing that cannot be done without some combi- 
nation of drastic marketing quotas, plus consumption, feeding, and 
export subsidies. 

To the extent that the Agricultural Act of 1948 allows greater 
price flexibility than the Brannan proposal, it would bring about 
production adjustments with less administrative control than 
would be required in the use of Brannan’s plan. As a vehicle to 
achieve optimum resource utilization the price flexibility of the 
1948 act is to be preferred; but Brannan’s plan should provide a 
higher level of income and greater income stability. The more desir- 
able feature of each might be contained in a law which provides 
(1) price flexibihty with certainty through forward prices and (2) 
income stability through direct income payments based on the gen- 
eral index of agricultural purchasing power. 

The use of price supports on the basis of whether the products 
are storable or non-storable would result in greater price certainty 
for feed-wheat and other feed grains than for livestock; which may 
cause a shift away from the livestock economy.® Rigid price sup- 
ports for grains without corresponding and consistent price guar- 
antees for the end products may make feeding operations unprofit- 
able in certain short run periodis. A sporadic type of livestock feed- 
ing operations might result. 

® Because of changes in political complexioii, the success of such a program to 
encowage expansion of the livestock industry may depend on the farm operators’ 
confidence in the Government’s fulfilling its commitment to make production pay- 
ments on livestock and livestock products which offset the feed purdiased or pro- 
due^ at high support prices. Many operators had their confidence severely shaken 
by the unfortunate ‘*S0-cent situation” in connection with wheat for foreign ship- 
ment in early 1946. Continually changing OPA rules on meat prices and rationmg 
dunng the war always seemed to the feeder to come after he’d made his purchases 
of feeders but before he’d sold them Many feeders became conservative in their 
operations to reduce their loss potential under this unpredictable market factor. 
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Tte support prices proposed by Brannan would depend on His- 
toric patterns and after the program had been in operation for a 
decade or more the level of price support would be based on the 
previous level of administered prices. In the Plains, where shifts in 
land use are rapid, price certainty would appear to have a greater 
effect on the efficiency of resource utilization than in areas where 
land use patterns are less changeable. It seems important, there- 
fore, that the elements of price certainty which are written into the 
program should be flexible enough to facilitate shifts in resource 
utilization in line with market demand. This presents a strong 
argument for a forward pricing system for all the major marketable 
products of the Plains. 

Conservation, The emphasis which Brannan places on conserva- 
tion is properly placed but it is unlikely that significant advances 
in conservation will come through an acreage control program. 
Rather they should come through farmer-education services and 
if this does not achieve the degree of conservation considered 
desirable resort should be made to soil conservation payments for 
stated operations or practices. 

Storage, There is a strong case for storage operations to stabilize 
the supply of feed grains. The wholesale liquidation of livestock 
from the Plains region during the drouth of the 1930 *s is well 
known. In many cases livestock were sold in extremely poor con- 
- dition; and in some cases liquidation cut heavily into the foundation 
breeding herd. Periods of drouth varying in intensity and duration 
may be expected to recur. What kind of price-storage policy is 
desirable to provide a cushion against this sort of thing? It appears 
to be a policy which will permit storage stocks to accumulate 
during years of good crops and which will encourage their use as 
feed during years of poor crops. The maximum limit of these 
stocks as determined by the storage capacity available should be 
two or three times the current storage capacity in the Plains. This 
means that farm storage fadlities should be expanded especially 
and that policy for storables should emphasize their use as an 
intermediate product, Brannan’s emphasis on increases in storage 
capacity seems particularly applicable to the Plains, but in carrying 
out this policy, stable feed supplies rather than price support 
should be the major goal. 

Credit 'policy, A basic weakness inherent in the Great Plains 
settlement pattern — ^inadequate land resources in the farm unit — 
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might be corrected in part through credit policy. In recent years 
some units have increased toward the upper limit for family sized 
farms due to reinvestment of a large volume of savings. If this 
trend is considered desirable, to obtain increased efficiency m pro- 
duction, it could be accelerated by placing less emphasis on the 
owner’s equity and more on potential earning capacity — less 
emphasis on the existing farm unit and more on the goal of the 
adjusted farm unit. Brannan’s suggestion for an “expansion in 
the Farmers Home Administration*’ could strengthen or retard 
this adjustment depending on the objectives to be followed under 
the expanded administration 

Adequate sources of credit should be available in bad times as 
well as in good times. In the past some credit sources have com- 
peted wildly in periods of prosperity but have left the Plains 
farmer flat in periods of crop failure or low prices. These policies, 
whether intentional or not, have contributed in an important way 
to the boom-bust situation in the Plains. It may not be too much 
to require that the governmental agency in the credit field also 
act as a balance wheel. 

Crop insurance. Crop insurance, which Secretary Brannan 
recommends for expansion, fits into the general resource plan. 
The question of crop insurance does not appear to be one of policy. 
Rather it is a problem of developing the correct actuarial structure, 
as outlined elsewhere.^ Crop insurance may have the important 
effect in resource utilization of providing the equivalent of yield 
certainty. An expanded crop insurance program therefore appears 
as a necessity in working toward an efficient resource utilization 
pattern in the Plains. 

Income Instability in the Plains 

Income instability of the farmer in the Plains arises in the mam 
out of two phenomena* (1) price instability and (2) yield insta- 
bility. Income instability has been magnified over the past 20 
years in the interaction of these two factors since drouth and low 
prices occurred at the same time in the ’30’s while bumper crops 
and high prices have been experienced simultaneously since about 
1941 (Table II). These combinations have resulted in a greater 
aggregate income and in greater variability in income over the 

" See “The Actuarial Structures for Crop Insurance,” this JoumaL XXXI 2, 
418 - 443 . 



Great Plains Agriculture and Brannan’s Program 505 


^0-year period than would have occurred if the highs and the lows 
in prices and in yields had been in some other combination. 

Table n. Average Cash Receipts per Farm in the Great Plains States 


State 

1925 

1930 

1935 

1940 

1945 

Montana 

{Dollars) 

{Dollars) 

{Dollars ) 

{Dollars) 

{Dollars) 

2,830 

2,020 

1,986 

2,307 

6,899 

N. Dakota 

3,665 

1,908 

898 

1,718 

6,801 

Wyoming 

3,228 

2,880 

2,208 

3,381 

7,489 

S Dakota 

3,039 

2,301 

916 

1,649 

6,189 

Colorado 

3,186 

2,881 

1,625 

2,506 

7,181 

Nebraska 

3,483 

3,155 

1,567 

1,853 

6,573 

Kansas 

2,804 

2,348 

1,380 

1,565 

5,604 

Oklahoma 

1,762 

897 

747 

1,052 

2,782 

New Mexico 

1,572 

1,586 

898 

1,687 

4,033 

Texas 

1,653 

1,069 

831 

1,221 

3,309 

All States 
(Livestock & 

2,846 

1,690 

1,069 

1,602 

4,665 

Products) 

(1,092) 

(983) 

(632) 

(893) 

(2,605) 

(Crops) 

(1,264) 

(707) 

(437) 

(609) 

(2,160) 


Source • Cash Receipts From Farming, Bureau of Agncultural Economics» Wash- 
ington, D.C (Mimeographed), January 1946 

The income instability of the operator in the Plains varies by 
type of farm or ranch. All operators are affected by market-price 
changes but the production stability of the three main types of 
agriculture — dry-land crops, ranching, and irrigated farming — ^is 
markedly different. The dry-land farmer and secondly the rancher 
are most vulnerable to changing weather conditions whereas the 
irrigation farmer is the least vulnerable, especially where water 
supplies are adequate.® 


Policy arid Program 

If income instability is to be reduced two elements must come 
into the picture (1) A type of crop insurance must be developed 
which can be effective in dry-land and ranching operations. (2) 
Price stability must be increased or compensatory price payments 
must be made to counteract some of the price instability. But such 
payments should be made on the basis of average sales over a 

® The rancher’s gross income fluctuates less than that of the dry-land farmer (1) 
because wheat and other gram crops usually are more sensitive in response to varia- 
tions m the seasonal distribution of rainfall and to small differences m total precipi- 
tation than IS range grass, and (2) because a dry year is a time of hqmdation for the 
rancher, a wet year is a time for building up his herds, whereas the dry-land farmer 
who normally has a poor crop in a dry year may have httle to aeU m such a year In 
a season of crop failure a wheat farmer also has to replace his seed 
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period of years, rather than on the sales of the current year as 
under Brannan’s proposal, to avoid adding to the income in- 
stability caused by variable crop production. 

In periods of low agricultural income it is not clear whether 
agriculture faces a short run cyclical disequilibrium or a long-run 
secular income disparity. If it is the former the compensatory price 
payments of the low price years could be balanced by taxes in the 
higher price years. In the Plains, especially in case of some of the 
farmers with higher incomes, the assessment of the personal income 
tax on the peak incomes of some of the past few years may actually 
work in such a manner. It might be possible to go further in this 
direction by applying the withholding feature of the general income 
tax to farm product sales ® Perhaps this might be supplemented 
with ^ additional tax which would be levied only in years of high 
prices.^® It is not clear how far society should go in this direction 
but at least payments such as Braiman proposes could be defended 
more effectively if a definite policy is formulated along these 
lines. 


Real Income and Social Welfare in the Plains 

Real incomes of farm families m the Plains differ greatly. Gross 
incomes in any one year cover wide ranges (Table III). In addi- 
tion to the wide differences in gross mcomes, there is lack of 

Table III. Disteibution op Pabms m the Ghbat Plains States 
Accxjrding to Gboss Regeipts 


Gross receipts 
(Dollars) 

1930 

1940 

1946 

Number 

Percent 

Nmnber 

Percent 

Number 

Percent 

0- 2,499 

937,208 

71 0 

1,020,260 

87 7 

600,509 

56 2 

2,500- 5,999 

260,979 

19 0 

104,297 

9.0 

287,393 

26.9 

6,000- 9,999 

43,727 

3 3 

18,056 

1 5 

103,458 

9.7 

10,000-19,999 

19,064 

1 4 

9,646 

8 

54,660 

5 1 

20,000 and over 

8,233 

,6 

4,808 

.4 

21,821 

2 0 

Unclassified 

61,652 

4.7 

6, TOO 

6 

1,235 

.1 

Totals 

1,320,863 

100 0 

1,163,696 

100.0 

1,069,076 

100.0 


Source: IJmted States Census of Agriculture, 1930, 1940 and 1946. 


* See Harold G. Halcrow, "Farm Price, Production, and Income Policy,” Pro- 
ceedings of th£ Western Farm Economics Assoczcdiony 19 48, p 41 and “Analyzing the 
Tax Load of Agriculture-Discussion,” i}a4Joumal, XXXI; No. 1, Part 2, 680-81. 

Cf. Geoffrey S. Shepherd, “A Farm Income Stabihzation Program Could Be 
Self-Financing,” this Journal, XXX 142-50. 
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uniformity in the availability and adequacy of public services. 
Some families are located on all-weather highways close to good 
schools and large markets, while others are relatively isolated. 
About half the farms and ranches in the Plains are served by cen- 
tral station electricity. The combination of home and public facili- 
ties that may be available to the family in the Plains differs 
considerably from home to home and from area to area. Some of 
these differences may be justified on the grounds of just rewards 
for good management, hard work, and savings; but not all of 
them can be justified on these or on any other grounds. 

Policy and Program 

How can real income be expanded and how can a greater social 
welfare be achieved in the Plains? Li focusing attention on aggre- 
gate income the question of expanding real income and of increasing 
social welfare may be overshadowed. Production payments as well 
as price supports tend to help farmers in direct proportion to 
their level of output, thus favoring the farmers who already have 
achieved a reasonably good income position. The problem of rural 
poverty — ^in the Plains or elsewhere — cannot be solved alone by 
price policy, credit, or income payments. These devices may 
hinder rather than promote the necessary mobility for an expanding 
real income and greater social welfare. A credit policy with the 
objective of developing “economic” family farm units, more help 
for rural education, improved rural health facilities, expanded 
nutrition and housing programs, more Federal help in providing 
all-weather farm to market roads, an expansion in rural electrifica- 
tion facilities — all these should receive greater emphasis. 

In his concluding remarks Brannan recognized the need for 
“a program for job training and placement and some definite 
means of encouraging the development of industries in under- 
developed areas . . . the conservation of agricultural resources . . . 
an expanded soil-conservation program . . . community services 
such as electrical and telephone services and health and educa- 
tional facilities . . . research and education in agriculture and home 
economics , . . cooperation credit . . . the school lunch pro- 
gram . . . .” Also Brannan recognized that his price support pro- 
gram “falls short of meeting the needs of those operators who lack 
enough good land and enough capital to produce the necessary 
volume with the necessary efficiency for a good living . . . .” 
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What appears to be called for in the Plains is an expansion es- 
pecially among the medium and smaller family farms to overcome 
their land deficiency. In fact it appears conclusive that the only 
way to achieve a higher real income and greater social welfare 
among the farm families of the Plains is to increase the mobility 
of the excess labor resources and to provide employment for these 
people through industrial development. If this is achieved, the 
aggregate *^cost^* of the program to the taxpayer — ^which is the 
subject getting the headlines — could be reduced to a minimum 
in the long run and yet farm families, except the most isolated, 
could achieve a parity of real income. In the meantime two things 
should be emphasized. (1) The transition from the war to the 
peacetime economy should be undertaken with income supports 
which increase rather than restrict the mobility of labor. (^) The 
shift toward optimum resource utilization, which is still progress- 
ing in the Plains, can be made most easily if administrative controls 
over acreage and output are reduced to a minimum. In this manner, 
agriculture in the Plains may achieve a real parity income without 
looking forward to a long era of production pa 3 unents. 



HIGH LEVEL SUPPORT PRICES AND CORN 
BELT AGRICULTURE 


D. Gale Johnson 
University of Chicago 

I F ANY benefits are to accrue to American agriculture as a 
result of a farm program similar to that advanced by Secretary 
Brannan in April of this year, the Corn Belt is in a position to 
command a large proportion of the benefits.^ The Corn Belt had 
something less than 20 percent of the farm population in 1945, 
and sold roughly 28 percent of the total farm marketings in 1947 
and 1948.® With 18 percent of the agricultural labor force, the six 
states produced 27 percent of the total agricultural income in 1945.® 
Any program that will increase farm income by increasing prices 
will have a “favorable*’ impact upon a commercial agriculture 
with a relatively high productivity per labor input. 

The economic effects of the Brannan proposals may be considered 
under two heads — ^resource effects and income effects. Since part 
of the resource effects will depend upon the income effects, I shall 
consider the latter first 


Income Effects 

The income effects of the Brannan proposals will depend upon 
the relation between the support levels and the levels that would 
otherwise prevail in the market. If market prices should be above 
the support prices, the mam impact of the program would be to 
reduce price uncertainty. I believe this would make the income 
distribution within agriculture somewhat more equal. The small 
farmers are subject to a greater degree of capital rationing and are 
in general somewhat less venturesome. This would make it possible 
for them to expand the quantity of resources at their command to 
a somewhat greater extent than the farmers with larger firms. 

But I cannot believe that a ten-year moving average of prices, 
adjusted by the purchasing power of farm marketings, would 
almost exactly reflect the equilibrium prices for farm products. No 

^ The Com Belt, as I view it, includes the eastern portions of Kansas, Nebraska, 
and South Dakota, the southern half of Minnesota, the northern half of Missouri, 
and all of Iowa, Illinois, Indiana, and Ohio However, my analysis is based on data 
for the six states Mmnesota, Missouri, Iowa, Illinois, Indiana, and Ohio 

® BAE, Net Farm Income Situaiion, Jan, 1949, p. 6 

3 Jfeid., July, 1946, p 18 
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one will question that individual product prices will depart from 
the prices indicated by such a formula. It is also unlikely that the 
average level of market prices will approximate the average level 
indicated by the formula. I would guess that after the current 
heavy export demand for U. S. food subsides to roughly its pre-war 
aggregate quantity level, farm prices will be at least 15 percent 
below the average suggested by Brannan’s formula,^ 

How will the income benefits from the Brannan proposals be 
distributed? Given our general values with reference to income 
equality, we would like to have the plan make incomes more 
equal than is now the case At least this is the criterion I shall 
use — the plan should reduce the inequality in distribution of in- 
come. Three comparisons will be made: (1) within the Corn Belt; 
(2) between the Corn Belt and other agricultural areas; and (3) 
between the Corn Belt agriculture and non-agriculture. In general 
it does not seem that the subsidies wiU make the distribution of 
income more equal than it would otherwise be. 

The Brannan proposals will have the same effect upon the 
distribution of income within agriculture as a price increase for 
farm products.® If the Brannan program results in a 10 percent 

* The data on food consumption and relatiYe food prices mdicate a gradual 
perceptible declme m the demand for food at retail. With a decline in per capita 
consumption of about four percent, relative food pnces have fallen smce 1947. fart 
of this decline may be temporary, but it is unlike^ that retail food pnces will be as 
high m 1949 as they were m 1947, The demand for food from farmers has declined by 
more than the demand for food at retail. This is as one would expect. Marketing 
costs have been rising and are not expected to decline. Consequentiy all changes in 
food prices at retail will be reflected twice over at the farm level. The panty ratio 
was 106 for the first quarter of 1949— -roughly the level indicated by Brannan’s 
proposal. 

We should also consider what has been happening on the food production and 
utUkation side. In 1935-39, exports constituted 2 5 percent of the 1935-39 food 
utilization. In 1949 it is estimated that military (whici mcludes food for American 
armed forces) and shipments and exports will require 12.3 percent of the 1935-39 
food utilization. Making some allowance for U. S. armed forces personnel, a return 
to the prewar level of exports would permit about a seven percent per capita increase 
in consumption from a given level of production. If food production should rise to 
140 percent of 1935-89, per capita food consumption could go as high as 118-120, 
even if exports ^ twice the 1935-39 quantity. 

In any case, it is dificult to visualize a fall in relative food pnces at retail of less 
than 10 percent (from 132 to 119-120) over the next few years. If this occurs, farm 
pri^ will fall by about 20 percent (from 262 to 210 if other prices remain constant) 
giving a parity ratio of roughly 85 percent. 

^ ® We do not have empirical data that show exactly what happens to income dis- 
tribution when only the prices of a^ciiltural products change Most pertment date 
seem to be those showing the distribution of net money incomes of farm families in 
1941 and 1947. A rough measure of changes in income distribution between the two 
periods is the percentage of families having two or more times the median income, 
and having half or less than the median income. In 1941, 21 percent had an income 
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increase in farm prices and farm price returns, tlie income distri- 
bution effects within agriculture will be equivalent to a 10 percent 
increase in farm prices in the market place. If production controls 
and marketing quotas are imposed upon individual farms in terms 
of historical bases, the above conclusions 'would not require sub- 
stantial modification. 

The above comments can be made more vivid by indicating in 
a rough way how the Brannan proposals would affect the distribu- 
tion of income. This will be done by showing the final incidence 
of the subsidy by broad income or size groups of farms. 

The following assumptions will be made* 

1. Price returns are increased (by the proposals) by 10 percent 
on all products sold. 

2. The distribution of income from sales of farm products is the 
same as reported by the Census for 1944, and the level of 
prices without the Brannan proposals would be those pre- 
vailing in 1944. 

3. The Census classification of farms in Classes I to VII by size, 
degree of commercialization, and extent of dependence upon 
agriculture represents a meaningful classification of income 
groups. 

4. Only part of the gross subsidy will be retained by the farmer 
actually receiving it. Prices paid for factors will be higher 
because of the subsidy. Class I farms will retain 45 percent; 
Class II and III, 50 percent; and Class IV and other classes, 
55 percent. 

5. There is no upper limit on the amount of production payments 
per farm.® 

two or more times the median, while in 1947, 20 percent fell in this group In 1941, 
27 percent had half or less than the median mcome; in 1947, the percentage was 25 
percent, (The medians were $800 in 1941 and $1963 m 1947). These data would seem 
to indicate that within agriculture, rismg pnces increased the mcomes of income 
groups in about the same proportions. Smce mcome earning opportunities off the 
farm improved, it is not uidikely that higher farm prices — ^nonfarm wages and job 
opportunities unchanged-ywould make the distribution of farm mcome relatively 
more unequal. The upper income groups receive a much greater absolute increase m 
real mcome than the lower mcome groups, of course 

Sources of data* Btaiisticdl Ahsiractt 19^7, pp. 274, and Bureau of Census, Series 
P-60, No 5, p. 16. 

« Laudable as the objective of fostenng the family size farm may be, Secretaiy 
Brannan’s proposal of limitmg the benefit of his program to a total of 1,800 umts is 
hardly workable. Since the price of some products would be mamtained in the 
market-place — corn, wheat, and cotton — ^farmers specializing m these products 
would get the full benefit from the proposals 6rannan*s proposals would dis- 
criminate against large-scale producers of perishable products as compared to the 
large-scale producers of durable products 
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Table I indicates the effects of the proposals on net operator 
incomes in the Corn Belt. The net subsidy per farm operator on 
Class n farms — ^large family farms — ^is roughly 12 times what it 

Table I. Distribution Among Farm Operators of Net Subsidy Resulting 
FROM AN Increase of 10 Percent in Farm Price Returns® 

(Based on 1944 Gross Income Distribution) 


State and 

No of 

Farm 

Gross 

Net 

Net 

Average 
value of 

farm class’^ 

farms 

population 

subsidy 

subsidy 

subsidy 

products 

1 

2 

3 

(millions) (millions) 
4 5 

per farm 

6 

sold or used 
7 

Iowa 

I 

6,366 

40,190 

$20 4 

$ 9 2 

$1,445 

$32,768 

II 

49,297 

223,031 

48 6 

24 3 

493 

10,349 

m 

87,225 

334,538 

39 9 

20 0 

229 

5,004 

IV 

39,804 

132,082 

6 8 

3 7 

93 

2,021 

VI 

9,019 

25,439 

5 

3 

33 

829 

Illinois 

I 

8,309 

57,560 

22.0 

9 9 

1,191 

26,979 

n 

44,245 

200,057 

40 4 

20 2 

457 

9,522 

ni 

55,724 

213,634 

24 8 

12 4 

223 

4,808 

IV 

40,648 

133,573 

6 6 

3 6 

89 

1,911 

VI 

16,489 

48,062 

1 0 

6 

86 

823 

Ohio 

I 

1,573 

16,800 

5.5 

2 5 

1,589 

35,606 

II 

13,164 

76,796 

12 7 

6 4 

486 

10,098 

ni 

53,256 

230,990 

23 1 

11 6 

218 

4,696 

IV 

54,915 

201,891 

9 1 

4 6 

84 

1,945 

VI 

23,074 

69,129 

1.4 

0 8 

S3 

833 

Indiana 

I 

1,888 

17,551 

6 1 

2 7 

1,430 

33,792 

II 

15,100 

81,593 

14 5 

7 3 

483 

9,998 

III 

45,109 

186,079 

19 3 

9 7 

215 

4,606 

IV 

47,461 

167,823 

7.6 

3 8 

80 

1,881 

VI 

17,102 

51,415 

1 0 

6 

35 

808 

Missouri 

I 

1,569 

14,101 

6 4 

2 9 

1,848 

41,229 

II 

9,244 

46,073 

9.2 

4 6 

498 

10,450 

m 

46,375 

190,595 

18 S 

9 4 

203 

4,474 

IV 

84,946 

307,787 

12 8 

7 0 

82 

1,874 

VI 

40,319 

123.846 

2 2 

1 2 

30 

831 

Minnesota 

I 

1,351 

9,215 

4 8 

2 2 

1,628 

36,174 

II 

15,464 

78,622 

15 1 

7 6 

492 

10,325 

in 

77,194 

338,864 

33 0 

16 6 

214 

4,770 

IV 

56,429 

205,527 

9 6 

5 3 

94 

2,053 

VI 

12,907 

37,556 

7 9 

4 3 

33 

846 


■ Data from United States Census of Agriculture, 1945, Special Report, 19^5 
Census of Agriculture, Table 39 

Farm Class defined m lUd , p 16 

Class I— Large-scale commercial farms — generally with a value of products in 
excess of $30,000. Some farms with a value of land and buildings in 
excess of $70,000, and a value of products of $8,000-$19,999 weie 
included. 



High Level Sxjppobt Pbices and the Corn Belt 518 


is for Class VI farms — ^family subsistence farms J The operator on 
Class n farms would receive roughly five times as much as the 
Class IV farm operator — ^small-scale family commercial farms. 

Table II Average Subsidy per Farm for Operators in Ciasses 1, 11, HI, IV, 
AND VI FOR Certain States 



No of farms in 
Groups I, II, III, 
IV, and VI 

Total net subsidy 
to Groups I, II, III, 
IV,&VI(milhons 
of dollars) 

Net subsidy to 
farm operator 
for the groups 
(dollars) 

Mississippi 

212,969 

14 6 

69 

Alabama 

151,991 

10 8 

71 

West Virginia 

37,700 

3.0 

80 

South Carolina 

108,790 

9,7 

89 

Georgia 

170,818 

15.4 

90 

Louisiana 

94,095 

9.0 

96 

North Carolina 

223,220 

24.9 

117 

Missouri 

182,453 

25 1 

138 

Texas 

271,930 

48 5 

178 

Indiana 

126,660 

24.1 

190 

Mmnesota 

163,345 

35 9 

220 

Ohio 

145,982 

32 8 

225 

New York 

101,198 

25 0 

247 

North Dakota 

66,669 

18.3 

274 

Kansas 

120,865 

33 6 

278 

Illinois 

165,415 

46 7 

282 

Massachusetts 

19,644 

5 6 

285 

Florida 

39,244 

11 4 

291 

Iowa 

191,711 

57.5 

300 

Colorado 

36,942 

12.2 

330 

Califorma 

105,235 

66.4 

631 


Source Calculated from U S Census of Agriculture, Special Report^ 194o Ceusue 
of Agriculture^ Table 29 

Given the greater proportion home consumption on small as com- 
pared to large farms, relative real incomes will probably be in- 
creased by the same or greater proportion on the large farms. 

Table 11 shows the estimated average net operator subsidy for 
the U S and selected states. As one would anticipate, the states 


Class II — Large-scale family commercial farms — ^generally with a value 
products of $8,000-$19,999 

Class III — ^Moderate-scale family commercial farms — generally with a value of 
products of $3,000--$7,999. 

Class IV — Small-scale family commercial farms — generally with a value of 
products of $1,900“$3,999 

Class VI — ^Family subsistence farms — ^farms with a value of products of $500 to 
$1,999, a value of land and buildings of less than $8,000, and the 
farm operator working off the farm less than 100 days in 1944. 

7 Farms in class II would not be affected by the upper limit referred to m the 
previous footnote. 
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with high incomes receive the most. Iowa farm operators depend^ 
ent upon agriculture for their livelihood would receive more than 
four times as much as Mississippi farmers; California farmers 
would receive nine times as much. In general, the Corn Belt would 
receive much more per farm than the XJ. S. average. 

Would the Brannan proposals reduce any “inequities” in the 
distribution of income between Corn Belt farm families and families 
not dependent upon agriculture? There is no evidence to indicate 
that the farm operator families in the Corn Belt that would receive 
the bulk of the benefits from the Brannan proposals have had 
smaller incomes than comparable non-farm families during the 
last several years. 

Table IH. Average Farm Labor Income on all Farwb and Sales Number and 
Population op Farms in Classes I to IV as Percent op 
THE Total por Corn Belt States 



Average farm 

Sales of Classes Number of farms Farm population 


labor income. 

I-IV as percent 

in Classes I-IV 

in Classes I-IV 


1946'^ 

of total sales, 
1844i> 

as peicest of 
total, 1944'' 

as percent of 
total, 1944'' 

Iowa 

2,8«0 

99 2 

87 

90.7 

Illinois 

1,860 

98.0 

73 

78.8 

Miimesota 

l,6i0 

97 9 

80 

85.0 

Indiana 

1,880 

96 0 

62 

67.6 

Missouri 

1,200 

93 6 

56 

64.7 

Ohio 

1,270 

94.9 

56 

61.6 


» Estimate made by author. Data estimate annual average labor income per 
worker on all farms, not just for farms in Classes I-IV, 

^ Census of agncuUure, 1H5, Special Report of 1945 Sample Census of Agrum!^ 
iurSi Table 29. 

It seems that the Brannan proposals nadght well result in net 
farm incomes slightly in excess of the 1945 dollar level of $16 9 
billion implicit in the estimates in Table HI ® Farm marketings 
valued at 26.2 billion dollars might result in a net agricultural in- 
come of 16.5-17.0 billions, assuming the same level of production 
expenses as in 1948.® Actually, production expenses would fall below 

* These estmates are based upon data given in The Farm Income Sxtuaiifm^ July, 
1946 The national estimates of income and expenses were later revised, but no new 
state estimates have been provided. On a national basis, the final realized net income 
from agriculture was 16.3 biUion dollars, or 0.6 billion dolto less than indicated 
above. 

* In 1960, Secretary Brannan estimates, the income support level would be 
roughly 26 2 billion dollars. One might assume Uiat if all prices were at the calculated 
support level, the cash value of farm marketings m 1950 would be 26 2 billion 
dollars for a "nonnal” 1960 crop But one would be in error m domg this. When 
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1948 because of the decline in feed and livestock costs implicit in 
the fall of the value of farm marketings. 

As shown in Table I, the bulk of the subsidy will go to farmers in 
Classes I, II, and HI. Assuming that roughly one-half of the gross 
income is required to meet production expenses, the net average 
family operator income of the Class III farms in 1944 was roughly 
$2,^00 to $2,500, plus thevalue of the housing. This average in- 
come of the lowest of the three classes might be compared with the 
median family incomes of various non-farm groups in 1947. The 
median family income for rural non-farm families was $2,800 in 
1947. Families in towns and cities of 2,500 to 49,999 had median 
incomes of $3,119.^® There do not seem to be any important dif- 
ferences between the real purchasing power of the incomes being 
compared. 

If only labor income is compared, much the same result is appar- 
ent. In 1947, the average wage of employed industrial workers was 
about $2,500. Table III gives the average labor income for all 
labor on all farms as well as certain other data on farms in Classes I 
to IV compared to the state as a whole. Even without making any 
adjustment for the low productivity of the farm labor on Class V, 
VI, and VII farms, the real income of farm labor in Iowa was in 
excess of employed industrial workers. It seems safe to assume a 
difference in purchasing power of 20 to 30 percent.^^ In Illinois, the 
case also seems to be fairly clearcut — ^the average real labor income 
on farms in Classes I to IV would be equal to or in excess of $2,500 
based on urban purchasing power. 

Some further examination of the Ohio data is required: it is safe 
to assume that Classes I-IV will have 95 percent of the total labor 
income and probably not far wrong to assume that 70 percent of 


farm production is rising, the quantity of marketings will be higher in any given 
year Uian in the previous 10 years, random fluctuations in output aside. For 1940- 
49, the average level of farm production for home consumption and sale was about 
126. In 1947 ffiis index stood at 137 If the index were 137 in 1950, the price supports 
implicit in Brannan’s proposals, under the assumptions mdicated m his speech of 
April 7, 1949 before the House and Senate Agriculture Committees, would result m 
cash receipts from farm marketmgs m excess of 28.5 billion dollars. This is due to 
the fact that the Brannan proposals use the average level of marketings for the 
previous decade to arrive at the level of support prices. 

Department of Commerce, Bureau of Census, Current Population BeporlSt 
‘‘Consumer Income,” Senes P-60, No. 5, p 15. ^ 

See Nathan Koffsky, “Farm and Urban Purchasing Power,” m Studies in In- 
come and Weodth, Vol XI, (National Bureau of Economic Research, 1949), pp. 156- 
178. 
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the labor was employed on these farms.^® This adjustment would 
give a net labor income somewhat in excess of $1,700. On an urban 
purchasing power basis this is roughly $3,100 to $3,300. The Mis- 
souri and Indiana labor incomes on farms in Classes I to IV would 
be slightly higher. 

^ There is a real question whether Class IV farms should be in- 
cluded in the calculations. In Ohio, for example, about 77 percent 
of the total subsidy would go to farms in Classes I, II, and III, 
while only 17 percent would go to Class IV farms. Yet Class IV 
farms are 81 percent as numerous as Classes I~III, and have 63 
percent as many people living on them If Class IV farms were 
eliminated from the calculation of labor incomes, casual observa- 
tion indicates that the average labor income of the included groups 
would rise above $3,500, measured in urban purchasing power. 

The proposal that we have been analyzing cannot be considered 
as one furthermg income equality in terms of its impacts upon the 
Corn Belt. Within the Corn Belt, the high income farmers would 
receive much more than the low income farmers. The relatively 
well-to-do Corn Belt would receive much more from the program 
than the poorer agricultural areas. And there is no evidence that the 
labor on the farms which would receive three-fourths or more of 
the total subsidy within each state have lower real incomes than 
individuals of comparable skills in other occupations under the 
economic circumstances implicit in Secretary Brannan’s proposals. 

Some comment on the functional distribution of income is in 
order. In the short run, one might anticipate that the broad factors 
of production — ^land, labor, and capital — ^would gain in roughly the 
same proportion and by perhaps slightly more than the increase 
in gross agricultural income. In the longer run, it seems likely that 
the least mobile factor (most inelastic supply) would gain the most. 
In the case of Corn Belt agriculture, this would be land. This will 
mean that a disproportionally large part of the subsidy would go 
to current owners of land. And I can think of no good reason why 
the present owners of land should be so aided. 

Resource Effects 

It was argued earlier that the Brannan proposals would result in 

^ The 1945 Census of Agriculture does not estimate labor use by value of product 
groups or by the Classes used here. Estimate for Ohio is a rough estimate based on 
data on population and cash wages paid and data for East North Central States 
from the 1940 Census of Agriculture 
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support prices at least 10 percent — ^perhaps %0 percent — ^higher 
than the market prices would be. Presumably this would be true 
only for a time; in seven or eight years the formula should catch 
up. But will it? I don’t believe so, if the Brananan program is car- 
ried out to guarantee 100 percent of the support standard. Not 
only will the formula not catch up, but in the process of “trying 
to catch up” it will result in a serious misuse of agricultural re- 
sources in the Corn Belt. 

The most important relative agricultural prices in the Corn Belt 
are the feed-livestock ratios. Next most nnportant are the ratios 
of one livestock product to another. This discussion will be limited 
to the former. 

Secretary Brannan wishes to support the main feed grains, par- 
ticularly corn, by the use of loans and purchase agreements. As- 
suming sufllcient storage space is available, the support price for 
corn will thus change in response to only one factor — change in 
the index of prices paid.^® Changes in the demand for or supply of 
corn will not aflfect its market price and consequently cannot affect 
its price support level. This is hardly what one would expect in a 
formula that “will keep price relationships among commodities on 
a moving, up-to-date basis.” 

There is no easy answer to this basic dilemma of using supported 
prices in a formula to determine the level of future support prices. 
One might argue that production payments on corn is the answer. 
In one sense it is. If production payments were made on corn, 
stocks would not accumulate, but two other things would happen. 
The corn farmer would get the benefit of two subsidies on his corn, 
and the cost to the government would be very high indeed. If there 
were no storage program for corn, the price of corn (for an average 
crop) would reflect the support prices of the livestock prices This 
would keep the market price of corn high and there would be only 
a gradual diminution in the support price for corn. Under the as- 
sumptions we have made, however, during the first decade or more 
of the program, corn producers would receive the benefit of the 
subsidy to livestock directly in the demand for corn, thus maintain- 
ing the market price of corn for insertion in the formula, and a sub- 
sidy to make up the (small) difference between the market price 
and the support price. 

This is a slight understatement If the quantity of farm products marketed is 
changmg through time, the “multipher” in the formula will be changed slightly. 
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I can but conclude that one of the worst features of the Brannan 
proposals is the method of calculating support prices. This method, 
when combined with the high level of supports, is completely un- 
workable if the criterion of economic efficiency is given any con- 
sideration. The formula used for calculating relative support prices 
is workable — ^and then only in a limited sense of the word — ^if the 
support prices are almost always below market prices. The above 
argument is in addition to any consideration of the efiects of using 
price relationships for the past 10 years as a guide to future pro- 
duction. 

The Corn Belt has achieved a relatively favorable resource po- 
sition. There does not appear to be any considerable excess of re- 
sources The Brannan proposal, if operated over a period of years, 
would only result in worsening the resource position. It would en- 
courage resources to stay in agriculture which might otherwise find 
employment elsewhere. If a depression should come or the Brannan 
program fall into disrepute and be abandoned, the Corn Belt agri- 
culture would find itself with excess resources that should have 
found employment elsewhere. Farm incomes would then be lower 
than would otherwise be the'case. 

The attraction of additional resources into Corn Belt agriculture 
could be avoided only by stringent production controls. If the pro- 
duction controls were really effective, then much of the income 
transfer to agriculture would result in higher land prices. A sig- 
nificant subsidy to the present land owners would occur. Is this 
a group warranting an income grant? 

General Critidsms 

Anyone familiar with the Corn Belt and the other prosperous 
areas of agriculture must seriously question the need for any scheme 
designed to maintain farm prices above “free” market levels dur- 
ing periods of high levels of employment in the economy. What 
objective does such a program achieve? It obviously worsens re- 
source use by stemming the desirable resource adjustments that 
such areas as the Com Belt are capable of making when resources 
are fully employed in the economy. Do we, as a nation, wish to 
say that everyone employed in agriculture in 19Ji>9 is entitled to roughly 
the same real income as he earned from 19Jfi through 19^9 and that 
he is to be permitted to earn that income in agriculture? Unless we as 
a nation wish to restrict entry into agriculture, we will also try to 
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give anyone who wishes to engage in agriculture an economic 
opportunity of the same sort. In permitting entry, most of the in- 
come gains of those in agriculture when the program started would 
be dissipated, except in the case of land owners. 

The most serious limitation of the program is its failure to tackle 
the problem of poverty. Despite the generally high level of incomes 
in the Corn Belt, there are tens of thousands of farm families with 
relatively meager incomes. Not only does a high level support 
price program fail to meet the needs of low income families, but the 
cost of the program is likely to be so great that it will preclude 
Congress’ taking any action to meet the problems presented by 
low incomes in agriculture. 



NOTES 

RETAIL VALUE OP MEAT CONSUMPTION RELATIVE 
TO CONSUMERS’ INCOMES AS A MEASURE OF 
DEMAND POR MEAT 

I N THE art of presenting economic facts, there is merit to de- 
vices that simplify complex subjects. A method for illustrating 
fluctuations in demand for meat has gained some acceptance in the 
field of livestock commodity analysis because it qualifies as a useful 
simplification of a difficult concept. The method requires only two 
statistical series — ^the calculated retail value of all meat consumed 
and disposable personal incomes. It is much more easily presented 
than multiple correlation analysis, to which it is akin. It admittedly 
has a weakness in that all subtleties in its construction and meaning 
are disregarded. However, this may not be such a harsh criticism, 
for if all methods of presentation having no deficiency were to be 
eliminated, economists would be crippled indeed in their task of 
generalizing in an understandable way on economic events. 

Explanation of Method 

The retail value of meat consumption is simply the product of 
the retail weight of consumption multiplied by the average retail 
price. It is first worked out for each of the four meats. Consumption 
of each meat by the civilian population is officially estimated by 
the United States Department of Agriculture. For the purpose here, 
it is expressed in per capita terms. It is also converted to a retail 
weight, by means of standard percentage factors w^hich approximate 
the difference between retail w^eight and the carcass equivalent 
(wholesale) weight in which original consumption data are pub- 
lished. The average retail price of each meat is the estimated com- 
posite average price for all products as computed by the Bureau of 
Agricultural Economics from the retail prices by cuts reported 
monthly by the United States Bureau of Labor Statistics. 

The retail value of meat consumption is an imputed valuation 
rather than a measure of consumers’ expenditures for meat. Much 
meat is consumed at other than the urban retail prices reported 
by BLS. That consumed by institutions and the military services 
generally moves at less than a retail price. Hotels and restaurants 
also buy their meat at prices lower than retail, but their clientele in 
reality consumes meat at prices per pound that are far higher than 
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retail prices. The average price of meat bought by rural consumers 
may be somewhat difiPerent from the urban retail price. There are 
many additional examples of consumption of meat purchased at 
other than urban retail prices. 

The disposable incomes of consumers is a series issued by the 
United States Department of Commerce. It relates to all personal 
incomes as corrected for immediate tax obligations. Incomes also 
are converted to per capita values. 

Comparisons of retail value of meat with consumers’ incomes 
have been made for annual data beginning 1913, and for quarterly 
data beginning 1947. Quarterly calculations employ a seasonal cor- 
rection for all basic quarterly data — ^price and consumption of 
meats, and disposable income. Quarterly comparisons make possible 
a nearly up-to-date commentary on changes in demand for meat; 
their usefulness is believed to outweigh the possibility of more 
error due to the factored corrections for seasonal variations. Indexes 
of seasonality in consumption and price of meat are only approxi- 
mate. 


Current Remits 

During the interwar (1922-41) period, retail value of meat con- 
sumption averaged about 5.6 percent of disposable personal in- 
come. This percentage was exceeded sSmewhat in the early 1930’s 
especially in the drought years, but in 1941 it dropped to 4 9 per- 
cent (Table I). Low prices for pork were the main factor in the 
low percentage of 1940-41. Comparisons of retail values for the 
war years have little meaning but the high percentages just after 
the war — 6 3 in 1947 and 6.1 in 1948 — ^testify to the high prices for 
meat in those years, even in relation to the record-high incomes of 
consumers. Quarterly data indicate that in the second quarter of 
1948, the percentage rose to 6.5. But in the fall months of the 
year, prices of meats and of livestock fell rapidly, These price de- 
clines were greater than can be accounted for by the increase in 
production or by any seasonal factors. The percentage ratio of the 
value of meat consumption to incomes slipped to 5.6 percent in the 
fourth quarter of 1948. In the first quarter of 1949, when prices of 
meat gradually steadied, the percentage dropped off 0.2 points 
more, to 5.4. This is 10 percent below the index for the first quarter 
of 1948. Preliminary data indicate a small increase in the second 
quarter of this year. 
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Tabi^e I. Ketail Valxte op Meat Constjmbd Compabbd with Disposable 
Pebsonal Income by Years, 1925-48, by Quarter Years 1947-49 


Year 

Average 
retail 
price of 
meat per 
pound^ 


Disposable personal 
income per person® 

Betail 
value of 
meat as 
percentage 
of dis- 
posable 
income 

Value 

Index 

numbers, 

1935- 

39=100 

Actual 

Index 

numbers) 

1935- 

39=100 


Cents 

Dollars 

Percent 

Dollars 

Percent 

Percent 

1925 


36 3 

124.7 

627 

123 

5 8 

1926 

31,1 

36.9 

126.8 

641 

126 

5,8 

1927 


35.6 

133 3 

635 

125 

5 6 

1928 . . , 

SI 5 

36.1 

124 1 

644 

126 

5 6 

1929 

32 7 

37 3 

128.2 

673 

132 

5.5 



34,6 

118 9 

595 

117 

5 8 

1931 , , 

25 6 

29,1 


505 

99 

5 8 

1932 . . 

19 5 

22.3 

76 6 

381 

75 

5.9 

1933 

17 5 

20.7 

71.1 

358 

70 

5 8 

1934 

30 9 

25 9 


406 

80 

6 4 

1935 . . 


28 2 

96,8 

453 

89 

6 2 

1936 

26 7 

29.8 


513 

101 

5 8 

1937 

28 9 

31.3 


549 

108 

5 7 

1038 

25 5 

27 9 

95,8 

501 

98 

5 6 

1939 . . 

24 6 

28.4 

97.6 

533 

104 

5 3 

1940 

33.9 

28 4 

97 6 

570 

112 

5 0 

1941 

26 8 

33 3 

114,4 

686 

135 

4.9 

1942 

31.4 

37.9 


858 

168 

4 4 

1943 

31.9 



958 

188 

4 3 

1914 . . 

30 2 


139.9 

1,048 

205 

3,9 

1945 . 

30.2 

37.9 


1,064 

209 

3 6 

1946 , . 

88.4 

51 4 

176 6 

1,120 

220 

4 6 

1947 . . 

56 2 

75 4 

259.1 

1,198 

235 

6 3 

1948 . . 

62 7 

79 4 

273 2 

1,307 

256 

6 1 

1947 







1st quarter . 

— 

18 0 

347 9 

295 

231 

6 1 

2nd quarter . 

— 


261 0 

291 

228 

6,5 

3rd quarter . 

— 

19 1 

262 4 

301 

236 

6 3 

4th quarter . 

— 

19.3 

263 7 

310 

243 

6 2 

1948 







1st quarter 

— 


261 6 

314 

246 

6 1 

2nd quarter . 

— 


387 0 

323 

253 

6 5 

3rd quarter . 

— 


283 0 

332 

260 

6.2 

4th quarter . 

— 

18.9 

259 9 

336 

263 

5.6 

1949 







1st quarter 

— 

17,9 

246.5 

332 

260 

5.4 


1 Weighted average of retail prices for all important cuts* 

* Computed from estimated retail weight of each meat consumed per civilian 
consumer. Quarterly data seasonally adjusted, with quarterly indexes converted to 
an annual rate. 

* Computed from income data of TJ S. Dept of Commerce 1929-49 Estunates 
for 1925-^9 by Bureau of Agricultural Economics, Quarterly data seasonally 
adjusted. 
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As data for 194*0 are a little below the 2D-year average percent- 
age, it might be said that demand for meat is ‘‘back to normal/’ 
Certain it is that the postwar premium prices have disappeared 
for meats as completely as for late-model “used’’ automobiles. 
Even though present prices of meat in cents per pound are still 
much higher than those before the war, these comparisons suggest 
that they are not far out of line with present supplies of meat and 
incomes of consumers. 

Theoretical Significance 

Unfortunately for economists, a comparison of retail value of 
meat with incomes has only limited forecasting value. It depends 
upon an extraneous factor — ^the size of consumers’ incomes — ^which 
is itself hard to estimate. Moreover, percentage ratios to incomes 
have varied considerably about their average level in the past and 
may do so again. But in spite of these reservations, the method has 
a certain restraining function in forecasting, for it makes possible 
a matching of price forecasts against assumed levels of meat supply 
and of incomes, to show whether the forecasts imply a constant or 
a varying demand for meat. Furthermore, it can be extended to an 
evaluation of market prices of live animals, by use of average 
wholesale and retail margins, thereby completing a simultaneous 
examination of prices to farmers for livestock, retail prices of meat, 
and incomes of consumers. 

The current “normal” relationship between value of meat con- 
sumption and personal incomes carries no certain assurance for 
prices of meat and livestock in the immediate future. But as it 
shows that the 1947-48 premium for meat is now gone, it inspires 
more confidence about future prices than did the high ratio of 6.5 
in the spring of 1948. 

A direct comparison of the retail value of meat consumption with 
consumers’ disposable incomes is equivalent to a multiple-correla- 
tion analysis of the composite average retail price of meat on the 
quantity of meat consumed and disposable personal incomes. The 
corresponding analysis would have fixed lines of regression: that 
of price to quantity consumed would be curvilinear, with slopes 
such as would yield a constant value for all quantities of consump- 
tion (imit elasticity of demand); and that of price to consumers’ 
incomes would be a straight line of a constant percentage ratio. 
That these are the built-in relationships is clear from the nature of 
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the value-and-incomes method. Any particular percentage ratio 
(e.g., 5.6) that may be considered average or normal carries with it 
the inexpressed assumptions that retail value would be the same 
for various sizes and composition of the meat supply, and that 
consumers as a group tend to allot nearly a constant percentage of 
their income to meats regardless of the aggregate size of that in- 
come. 

Correlation analyses for the 1922-41 period result in a regression 
of retail meat prices on disposable personal income not greatly 
different from that implied in the retail-value methodology. The 
regression on meat consumption was somewhat inelastic. Thus their 
inherent assumption of unit elasticity may cause ratios of retail 
value to disposable personal income to tend slightly above average 
when supplies are scarce, and below average when supplies are 
abundant. 

A comparison of retail values and incomes has the character of a 
regression analysis in another respect. Most regressions have some 
residual deviations, which are often explained away as caused by 
factors not included in the analysis. In the retail value comparisons, 
the deviations or departures from average ratios are brought to the 
fore and given emphasis. Thus we say that retail values were higher 
than average in 1948 but about average thus far in 1949. Neither 
the income device nor a correlation explains why prices and values 
of meat are sometimes high or low relative to incomes; each only 
brings out the fact of their departure from the average relation- 
ships. 

Haeold P. Breimeteb 

Bureau of AgncvUural Economics 

THE WORK OF THE PERMANENT AGRICULTURAL 
COMMITTEE OF THE INTERNATIONAL 
LABOUR OFFICE 

P ERSONS engaged in professional fields of agriculture, as well 
as farmers themselves, may be interested in a brief statement 
about the work of the Agricultural Service of the International 
Labour OflSce. The focus of attention on the United Nations and 
some of its new instrumentalities, such as the Food and Agriculture 
Organization, UNESCO, etc., has tended to obscure the fact that 
the I.L,0. is not only the oldest international mechanism with a 
continuous existence, but is still a vital one. 
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The International Labour Organization^ was established in 1919, 
a product of the peace settlement after World War I. It is now one 
of the agencies of the United Nations. Its objective as phrased by 
the late John G Winant, wartime ambassador to the Court of St. 
James and former director of the International Labour Office, is: 
“to secure social justice in the nations of the world. ... In its 
conception it was based on the assumption that social justice is 
necessary if we are to look forward to universal peace. ...” 

“The approach of the I.L.O. has been to resolve problems rather 
than to engage in conflict, and its method is through conference, 
research, and cooperation,”^ 

Although the I L.O. in its very early period gave some attention 
to the problems of agricultural labor, its primary concern was with 
labor in industry. It was not until 1935 that the International La- 
bour Conference approved the formation of a permanent agricul- 
tural committee. This committee was organized in 1937 and held 
its first session at Geneva in February, 1938.® Following the usual 
pattern of I.L.O, committees, it consisted of representatives of 
governments, employers, and workers and so-called agricultural 
experts, along with representatives of international bodies dealing 
with social problems in agriculture, and certain members invited 
by the officers of the governing body to attend particular meetings. 

The agenda of the first session, fixed by the Governing Body, 
consisted of the following items: 

1. General discussion of problems of agricultural labor and their 
relative importance. 

2. Protection of child labor in agriculture. 

3. Holidays with pay in agriculture. 

4. Technical study on hours of work in agriculture. 

It was intended that another meeting of the committee would be 
held in Geneva in September of 1938, but the disturbances in Eur- 

^ The official name of the organization. The International Labour Office is the 
adnunistrative organ of the International Labour Organization. The International 
Labour Conference is the highest authority and consists of national delegations, com- 
posed of two government members and one delegate each of management and labor 
The Conference ordmanly meets once a year. The Govermng Body functions as an 
executive conncil, meetmg usually four Umes a year. It is elected by the Conference 
at three-year mtervals and consists of thirty-two members. 

*From a foreword to Whai the liUematipnal Lahom Organization Means to 
America edited by Spencer Miller, Jr. Columbia University Press, 1936. 

* The report of mis session was published by the International Labour Office 
under the title, SocM FroUems m AgricuUure, 
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rope made postponement necessary, and the outbreak of war pro- 
hibited further meetings until the second session was convened in 
Geneva in August, 1947. The agenda for this session consisted of 
the following items. 

1. General survey of developments since the first session of the 
committee, and discussion of the order of priority for consid- 
eration by the committee of problems of agricultural labor. 
Minimum wage regulation in agriculture. 

3. The medical examination of children and young persons for 
fitness for employment in agriculture. 

4. Security of employment and occupation m agriculture 

A call went out from Geneva on March 15, 1949, to convene 
the third session of the committee in August or September of 1949. 
The agenda as approved by the Governing Body is as follows. 

1 Hours of work in agriculture. 

Medical examination of children and young persons for fitness 
for employment in agriculture. 

3. Security of employment and occupation in agriculture. 

4. Extension of Social Security to the agricultural population. 

The reason some items recur in the agendas is that they were given 
only preliminary discussion in a previous session, and were brought 
up in subsequent sessions for final disposition. Some of the items 
may be retained for consideration in several sessions. 

The I.L.O. seeks to implement its program through submitting 
to its member governments Draft Conventions regarding labor. 
If and when a member country ratifies such Conventions, it as- 
sumes the obligation to bring its legislation into line with the Con- 
vention’s provisions. For example; a Convention which sets up 
standards for working conditions of women and young workers, 
when ratified by the member countries becomes, in effect, an inter- 
national treaty on this problem. The general result is to provide 
uniform standards throughout the countries of the world and place 
them on a more nearly competitive basis, and, of course, to raise 
the level in countries whose standards previously were low. 

The importance of attempting to do something in the field of 
agricultural labor throughout the world is underscored by the fact 
that upw'ards of two-thirds of the workers of the world are engaged 



Notes 


5£7 


in agriculture. At the same time, the wide variation in agricultural 
conditions in various countries presents problems of almost insur- 
mountable difficulty. This diversity was spotlighted in the 1947 
session of the committee. The representative from the United 
Kingdom called attention to the fact that all of the standards 
being discussed had already been achieved in his country; while the 
representative from India could hardly conceive of their applica- 
tion in his country in the foreseeable future. Minimum wages, 
holidays with pay, the elimination of child labor, medical examina- 
tions for children entering agriculture, and the extension of social 
insurance to agricultural workers seemed to the Indian representa- 
tive to be largely academic considerations. Even in the United 
States and Canada there will be much controversy over many of 
these measures, and it may be a long time before some of them are 
adopted, some may never become part of our systems. In short, 
some policies readily adaptable to certain countries are often not 
practicable in others. However, the general goal of improving the 
working conditions and the level of living of people who are en- 
gaged in agriculture is admittedly a worthy one, however difficult 
may be its attainment. 

As the present representative from the United States on the Per- 
manent Agriculture Committee, the writer has felt the need of some 
means of closer articulation between the committee and the agri- 
cultural people of the member countries. Obviously, any measures 
agreed upon for submission to the Governing Body and Conference, 
and perhaps ultimately submitted to the member nations, must 
have some practical relation to the conditions in those countries, 
and a basis in public opinion for their ultimate adoption There is 
no way, at present, by which the committee members, themselves, 
can influence public opinion except through their limited personal 
efforts. Of course, no country is bound by its membership in I.L.O. 
to adopt any of the conventions that may be submitted to it, but 
it is bound by its agreement to have its treaty-making body con- 
sider such conventions. Three agricultural items will appear on the 
agenda of the thirty-third session of the International Labour Con- 
ference to be held in 1950. The Conference is the body which makes 
the final decision on Conventions to be adopted and submitted to 
the member countries. These items are: (1) General report on agri- 
cultural labor problems; (£) Minimum wage-fixing machinery in 
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agriculture; (3) Holidays with pay in agriculture. If either is 
adopted as a Convention by the Conference, it will come before the 
Senate of the United States for consideration. If the Senate should 
ratify it, appropriate legislation to implement it would be passed. 
Such is tiie procedure. Obviously, public opinion will determine the 
fate of such proposals. 

One serious shortcoming in the composition of the Permanent 
Agricultural Conunittee at the present time, particularly as regards 
the United States and Canada, is that there is no representative 
of agricultural labor, nor of agricultural employers. Dr. John P. 
Booth of Canada, and myself from the United States, are the sole 
representatives. The fact that collective bargaining has never been 
a significant feature of agricultural employer-employee relations 
in these countries, and that neither labor nor employers are or- 
ganized for this purpose, makes it extremely difficult to find authori- 
tative spokesmen for either. Who is there, for example, to speak 
for the sharecropper, the migratory worker, the hired hand, or for 
the cotton planter, the cane grower, or the corn belt farmer? 

Finally, it should be pointed out that very little research has 
been done in these countries on farmer-worker relationships. There 
is critical need for the study of attitudes of both groups regarding 
the adoption of uniform standards and for knowledge concerning 
the emsting practices in various types of farming areas. It is im- 
possible to consider intelligently the problems of agricultural labor 
without possessing a great deal more information than is available 
at the present time. 

A final comment is in order. The Committee as presently consti- 
tuted is a transitional one, composed of several of the original mem- 
bers (Booth and myself among them) and this forthcoming session 
will be the final one for it. A new committee will then be organized, 
which presumably will be more widely representative, both of 
member states and of economic groups. It is to be hoped that the 
problems of labor in American agriculture will be studied more 
intensely in the future, in order that we may have a more substan- 
tial base in factual information for the discussion of labor policy. 

Lowry Nelson 


Univerttiy of IfiiuuMfo 
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WHAT IS THE BASIS OP FARM 
FINANCIAL PROGRESS? 

W HAT are the circumstances which make it possible for one 
farmer to accumulate a considerable estate during his farm- 
ing life time while a neighboring farmer accumulates little? Is it 
because the one farmer started with more money, or because his 
farm is larger? Does it make any difference how deeply he had to 
go into debt when he bought his farm? Just what is the basis of 
farm financial progress? 

A study of farms in Arland Township, Barron County, Wiscon- 
sin, made in 1939 and 1946 may hold some leads to the answers to 
these questions. Arland Township was chosen for the study of farm 
financial progress because it was representative of rural areas of 
the northern cut-over region of the Lake States, There was con- 
siderable delinquency in the repayment of farm mortgages in this 
area in 1939 and Federal Land Bank holdings were increasing. All 
the fanners of the township who could be located and interviewed, 
a total of 139 farmers, were visited. Interviewers asked about such 
things as tenure status, individual family history, current farm 
income, debts, savings, size of farm — anything that might throw 
light on the question of why one farmer made money and another 
did not. A repeat study was made of the same area in 1946. 

Description of Area Studied 

There are no villages or trading centers in Arland Township. A 
cheese factory, now closed, was situated across the highway on the 
west side of the township and several trading centers are within a 
10-mile radius of its center. 

Dairy cows supply the major part of the farm income in this 
area. The soil is fair to good for the production of feed crops. No 
cash crops are grown. The southeastern part of the township has 
some sandy soil while much of the remainder of the cropland is 
sandy to silt loam. A gently rolling topography characterizes the 
northeast and northwest corners of the area. Along the Hay River 
which flows directly south just west of the middle of the area is a 
fairly narrow strip of rough land. 

The township was completely settled by the turn of the century. 
Records show that the last farm was homesteaded in 1899. At this 
time practically all farmers were owner-operators. Some farms 
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were operated by tenants soon thereafter, however, and by 1938, 
20 percent of the farms were renter operated. Parm tenancy re- 
mained fairly constant from then to 1945 when 18 percent of the 
farms were operated by renters. 

The time of purchase by the present (1938) owner-operators was 
fairly evenly distributed over the period from 1900 to 1938. (Table 

I) 

Table I Pkesent Owners Bought at Different Times 


Year bought 

Number 
of farms 

Average 

crop 

acres 

Net worth 

Cost of farm 
when bought 

1905 

21 

64 

$1,056 

$6,328 

$1,751 

1906~191S 

17 

60 

8,437 

4,669 

4,590 

1914-1921 

28 

52 

2,106 

3,161 

4,847 

1922-1929 

20 

41 

2,873 

2,902 

5,108 

1930-1937 

23 

45 

1,010 

1,788 

3,766 

All Farms 

111 

52 

$1,769 

$3,681 

$4,025 


The average net worths of the owner-operators at the time they 
bought their farms increased from $1055 for the 21 farmers who 
bought their farms around 1900, to $2373 for the 20 farmers who 
acquired farms in the eight-year period of the ’twenties. The group 
of 25 men who bought their farms during the depression period of 
the ’thirties were worth only $1010 at the time they bought their 
farms. It also may be stated that whereas the initial net worths 
of the new owners doubled between 1900 and 1938, the average 
value of the farm purchased increased three times, and the mort- 
gage assumed went up nearly four times. The owners who bought 
during the ’thirties were worth no more than those who bought in 
1900 yet the cost of the farm bought had more than doubled. 

Size of Farm Important Factor 

These records showed a definite correlation between the size of 
the farm and the operator’s financial success (Table II). As the 
size of the farm purchased increased, the net worth of the farmer 
at tlie end of 15 or 20 years increased both absolutely and relatively. 
For instance, as the size increased from an average of 29 crops acres 
to 89, the average net worth of the operator in 1938 increased from 
$2394 to $5995, This represents an increase in net worth of 75 
percent for the group of smallest farms from the time the farms 
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were bought to 1938; and an increase of 166 percent for the 
large farms over the same period. 

TABiiE n, Reiation op Size op Pahm to Accumulated Net Wobth 


Net worth 


Size of farm (crop acres) Number 

Range Average of farms When farm 

was bought 


0-39 


41 

$1,365 

$3,894 

40-69 

52 

44 

1,907 

3,567 

70 

89 

26 

2,258 

5,995 

All Farms 

52 

111 

$1,759 

$3,681 


Additional evidence of the importance of the size of farm is 
shown in Table III. Farmers who bought the larger acreages of 
crop land had greater material accumulations in 1938 than the small 
farmers, whether they had small or large net worths at the time of 
purchase The farmers m each of the net worth groups who bought 
the larger farms had greater net assets in 1938 than those who 
bought the smaller farms. There is no known reason, however, why 
relatively large initial net worths should be a handicap to accumu- 
lating assets over the years as 3xdght be inferred from the group of 
farmers with the largest initial net assets. 

Table HI. Relation op Net Worth at Time Farms Were Bought 
AND Size op Farm Bought to Accumulatinq Assets 


Net worth when farm was bought 

Number 

Net worth 

Range 

Average 

of farms 

in 1938 

0 to $999 

$ 346 

41 

$3,106 

16-39 crop acres 


15 

2,879 

2,748 

40-69 crop acres 


18 

70+ crop acres 


8 

5,420 

$1,000 to $2,999 

$1,705 

50 

4,188 

16-89 crop acres 

21 

2,717 

40-69 crop acres 


18 

4,702 

70+ crop acres 


11 

6,022 

$3,000+ 

$5,284 

20 

$3,669 

16-39 crop acres 


5 

1,153 

40-69 crop acres 


9 

2,970 

70+ crop acres 


6 

6,696 

All Farms 

$1,759 

111 

$3,681 
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These tables clearly demonstrate the importance of the income- 
producing capacity of the farm as determined by its size. It would 
seem that if a farmer would be a financial success, his first consider- 
ation should be to buy a farm of sufficient size to support a large 
volume of business. Farm expenses usually do not increase as 
rapidly as income with the larger farm, and family size and living 
costs bear little relation to the number of crop acres on the farm. 
The size of the farm is important in accumulating assets because 
of the opportunity for greater current farm income 

The history of those operators who were renting farms was the 
same as for the owner-operators. In 19S8 the six renters who had 
rented the largest farms had accumulated an average of $2,557 in 
net assets, while the eight who rented the smallest farms showed 
an average of only $759 net worth. The 14 farmers with the medium 
sized farms averaged $1,321 net assets. 

Management Ability Also Vital 

Perhaps the second important factor in financial success is the 
managerial ability of the individual farmer. Even within each 
farm-size group the range in net cash incomes was large. The net 
cash income in 1988 of the small farm group varied from $143 to 
$915 for individual farmers. In the medium farm group it ranged 
from $271 to $1,028; in the large farm group, from $332 to $1,311; 
and those farmers with the largest debt load were not the same as 
those with the smallest net cash income. The range in the abilities 
of the farmers to organize and operate their farms very probably 
accounts for much of the variation within each farm-size group, 
because the productive capacities of soils were practically identical 
for the various groups of farms. 

Large Initial Debt Not Prohibitive 

Another of the factors which might conceivably influence the 
farmer s financial progress is the debt load he assumes when he buys 
his farm. There has been considerable speculation concerning the 
msdom of the federal government policy during the past years of 
increasing farm ownership through 100 percent loans. Is that too 
heavy a load for a farmer to overcome? 

Of course it is recogmzed that the 100 percent loans made during 
the past decade have much better chances of being paid off than if 
the loans had been made during times of more nearly normal price 
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relationships, but this study would seem to indicate that it is not 
unreasonable to expect farmers to pay out on 100 percent loans even 
during normal times. Such heavy loans of themselves need not repre- 
sent insurmountable handicaps to owner-operators. 

Nearly 21 percent, or 23 of the 111 owner-operators in 1938, 
assumed 100 percent loans on their farms at the time of purchase. 
The chronological distribution of the purchase of these farms was 
quite uniform over the period covered by this study so that a wide 
range of farm prices was represented. Only 40 percent of these 
farms were bought either from the parents or other relatives, in 
comparison with approximately one-third of all farms of the area. 
This indicates that most of these loans were not family affairs but 
strictly commercial loans, made with the expectation of being paid 
off. 

The organization of these farms was not different from that of 
other farms of the area. Cropping systems were similar and both 
groups depended upon the dairy herd for the major portion of their 
income. Outside sources of income played a minor part in the in- 
come of both groups, and the volume of business for each group in 
1938 was approximately the same. The farms bought were no larger 
than those bought by neighbors during the same time, and these 
farmers started with smaller net worths when they bought their 
farms. Yet the 23 farmers who started with 100 percent loans are 
making out as well as purchasers with large equities at the time of 
purchase. They had accumulated an average net worth in 1938 of 
$3,742, as compared to an average of $3,681 for the total group of 
111 farms. 

There is no source of information that would indicate what pro- 
portion of farmers with 100 percent loans dropped out before 1938. 
Neither is it possible to determine whether the survivors lived 
more “austerely” than did those with relatively smaller debt loads. 
But this study shows that those farmers still on farms in 1938 who 
started with 100 percent loans succeeded in saving as much from 
their current incomes as the other groups, and by 1938 had accumu- 
lated savings comparable to the others. 

The question might be raised as to whether the absolute size of 
the debt load might not be more important than its relative size in 
influencing the accumulation of net assets. This would seen to have 
some validity. According to this study (Table IV) those farmers 
who had the smaller absolute debt load accumulated somewhat 
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more assets over the years than those with the larger debt loads 
even though the average size of farm for the different levels re- 
mained partly constant. 

Table IV. Relation of Amount of Debt at Time of Pubchasb to Net Worth 






Net worth 

Debt load 


Crop 

acres 

Number - 
of farms 

When farm 
was bought 

In 1938 


$ 0 

32 

8 

$1,484 

$2,685 


0 

50 

8 

2,915 

4,388 


0 

85 

7 

1,532 

8,581 

Average 

0 

53 

23 

$1,975 

$4,937 

1-1,500 

885 

22 

11 

948 

2,373 

722 

52 

7 

1,089 

4,385 


922 

82 

4 

2,176 

4,691 

Average 

837 

42 

22 

$1,158 

$4,212 

1,501-3,000 

2,440 

31 

12 

1,485 

3,129 

2,267 

49 

10 

1,245 

4,092 


2,545 

99 

6 

3,240 

4,810 

Average 

$2,401 

52 

28 

$1,775 

$3,833 

3,001-4,500 

3,867 

35 

7 

2,605 

838 

3,712 

51 

8 

1,142 

1,887 


3,625 

86 

4 

1,557 

3,557 

Average 

$3,751 

53 

19 

$1,769 

$2,331 

4,501- 

4,995 

35 

2 

175 

2,390 

6,310 

54 

11 

2,999 

1,776 


6,793 

87 

6 

2,336 

3,979 

Average 

$6,324 

62 

19 

$2,466 

$2,746 

All Farms 

$2,496 

52 

111 

$1,759 

$3,681 


As the debt load was increased from nothing to $4,500, the ac- 
cumulated net worth in 1938 decreased from $4,900 to $2,700. How- 
ever, the increase in net worth with the smaller debt was not pro- 
portional to the difference between the debt loads. Another inter- 
esting observation was that the group of 19 farmers whose debt 
load was between $3,000 and $4,500 when they bought their farms 
had a smaller average net worth in 1938 than the group of 19 farm- 
ers wdth initial debts of more than $4,500 — ^the two groups averag- 
ing $2,331 and $2,746 in net worths respectively. 
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The debt load is not correlated with size of farm in this area. 
Both small and large farms were bought in each debt group. Ac- 
cumulated net worths were greater within each debt group for 
those farmers who bought the larger farms. No matter 'whether 
the debt at the time of purchase was zero or $6,000, the farmers 
who bought the larger farms accumulated from two to four times 
as many assets as those who bought the smaller farms. Larger debts 
apparently do not slow up the process of asset accumulation to 
any extent when associated with large enough farms. 

Initial Assets Play Minor Part 

Operators who start farming with greater net assets are presumed 
to have a better chance of making good than those who start out 
with. less. This study w’^ould seem to indicate, however, that this 
time-honored assumption does not necessarily hold, i.e., that 
larger initial net worth of itself will account for greater assets 20 
years later (Table III). 

Twenty of the continuous owner-operators in the 1938 study had 
net worths in excess of $3,000 at the time they bought their farms — 
their average was $5,234. Twenty years later, their average net 
worth was $3,669, a drop of 30 percent during the period. 

Fifty operators entered farming with net worths between $1,000 
and $2,999 — average $1,705. A generation later their net worths 
had increased to an average of $4,188. This is not only $500 more 
than the highest net worth group accumulated, but also represents 
an increase of 140 percent m net worth over the period. 

Forty-one farmers averaged only $346 net worth at the time 
they bought their farms. By 1938 they had accumulated only $600 
less than those who started with nearly $5,000 more. They increased 
their holdings over the period by $2,800, which is more than was 
accumulated by the group with $1,350 greater initial assets. The 
group which was best off as far as initial assets are concerned ac- 
tually decreased their net holding by $1,600. This loss took place 
despite a few more acres of crops than were handled by either of 
the other groups. 

These findings would seem to indicate that a farmer need not 
necessarily start with large savings in order to make money. On the 
other hand, it is possible that income from a 65-acre dairy farm is 
not large enough to maintain as large a net worth as some of these 
farmers possessed when they bought their farms. There is certainly 
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no logical reason why large net worth at the time of purchase of a 
farm should be a handicap to any fanner. Some fanners in each 
asset group accumulated considerably more than average while 
others accumulated much less. The cause-eflfect relationship here 
probably is size of farm and net assets. 

Soil PToductivity not Decisive Factor 

The question is often raised in connection with the financial 
progress of farmers as to whether farms of the area with soils of 
better productive capacity cost more than other farms, and if so, 
does it pay to assume these additional costs. Practically every field 
in the township was classified according to its "present inherent 
productive capacity*’ by a soils specialist. Five levels of produc- 
tivity were established: A, B, and C land, which under usual price 
conditions could well be kept under the plow; D land, questionable 
for profitable crop production; and E land, which a "combination 
of unfavorable circumstances” made unsatisfactory to continue to 
use for crop production. 

This classification of the farms of the study shows that per acre 
crop production did tend to follow the inherent productivity ratings 
as made by the soils specialist, in that soils A, B and C produced 
definitely more than soils D and E. Operators on A and B soils 
in 1945 averaged only a few hundred dollars greater net worth 
than those on C soils, while the few farmers in the D and E groups 
had accumulated conspicuously smaller assets than any of the other 
soil groups. The difference was approximately $a,400 in 1938. 

This difference in net worth between the soil groups is enough to 
justify a somewhat larger payment for the higher rating farms, if 
all the difference is attributed to this one factor. It happens, how- 
ever, that these lower rating farms also had 20 percent less crop 
land, and as we have seen the size of the farm is very important in 
accumulating net worth. Also such a conclusion assumes that the 
farms of each soil group received comparable handling — an im- 
reahstic assumption. The writers found a few instances where 
the farmers on the D and E soils were hauling manure from the 
farms with the higher soil ratings and spreading it on their own 
farms. Some of the farmers on the less desirable soils made special 
efforts to improve yields that were not practiced by many of the 
farmers with the better soils. 
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Idifi Study Shows Rapid Tuni-over 

It is surprising that only seven years after the first study— years 
of high prices and good farm incomes — only 71 of the 139 farmers 
visited in 1939 still lived on the same farms. Of the 68 farmers 
who had moved during this period, only one-fifth were accounted 
for by natural causes such as death and retirement. None of these 
farms was taken over by sons or sons-in-law. Nearly 40 percent 
of the changes were the result of foreclosures and voluntary sales 
by operating owners, while another 16 percent were renters who 
were forced to move because of the sale of the farms they were 
operating. By and large the noncontinuous operators were older, 
had less yearly income, and fewer net assets than the continuous 
owners. The fact that many of these farmers were nearing the 60 
year mark and had fewer assets may help account for their failure 
to stay in the area. It also brings out the fact that a relatively 
large proportion of the farmers interviewed in 1939 were older men. 

The accumulation of net assets of the 71 farmers still remaining 
on the same farms was nearly twice the amount accumulated dur- 
ing the previous ^0 year period covered in the 1939 study. The for- 

Tablb V. Rbiation of Size of Fahm When Bought to Net Worth in 1945 


Crop acres 
Range Average 


Number 
of farms 


Net worth 


When farm 
was bought 


1938 


1945 


0-39 

31 

S5 

$1,593 

$2,425 

$6,407 

40--09 

51 

30 

1,880 

4,311 

8,097 

70+ 

99 

16 

21,749 

6,444 

9,570 

AUFanns 

55 

71 

1,798 

4,489 

7,449 


tuitous gains resulting from the rapid increases in prices of farm 
products during this period thus completely overshadow's the in- 
fluence of the management factor which was more evident during 
times of more normal price relationships. It should be observed 
that although the farmers wdth the largest farms continued to 
increase their net worths during this period of rapidly rising prices, 
neither their absolute nor relative increase was as great as that of 
the smaller farms (Table V). 

The total income of these larger farms was also much greater 
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than for the other two groups of farms. They spent relatively more 
money, however, so that savings during this period were not as 
large as for the owners of the medium sized farms. It is possible 
that the farmers with the larger net worths and larger farms did 
not have the incentive to save and pay off debts that apparently 
motivated the farmers with the smaller operating units. 

P. E. McNaIiL and D. R. Mitchell 

University of Wisconsin 


A CALIFORNIA CASE STUDY IN LOCATION THEORY: 
THE GLOBE ARTICHOKE ON THE MORO COJO 

The theoretical solution of a location problem for agricultural 
crops usually begins with the assumption of perfect competition 
between owners of land, of perfect knowledge of the market for all 
crops which may be grown on the land, and of perfect knowledge of 
the adaptability of various crops to the land. Given this simplified 
economic model, it is possible to examine the "‘technologicar’ co- 
eflS:cients of production,^ and thus to determine the use to which 
each piece of land will be put. This can be done without examining 
the motivations of owners of land or of entrepreneurs who may 
purchase the use of land. It is only necessary that there be a varia- 
tion in the degree to which the profit-maximizing motive influences 
the actions of each individual.® But when the conditions of perfect 
competition are not satisfied, espedally when there are only a few 
owners of land, it is no longer safe to neglect the motivation of the 
individual, and it is certainly not proper to assume that the land- 
owner in his economic activities is dominated by profit-maximizing 
motives alone.^ 

Establishment of the present principal American center of globe- 

^ Production thought of as consisting of all those operations necessary to bring the 
crop to the ultimate consumer. 

* The unnecessarily restrictive assumption is sometimes made that the dommant 
drive of entrepreneurs must be for maximum profits, e.g., J M Brewster and H. L. 
Parsons, “Can Prices Allocate Resources m American Agneulture?” This Joumdli 
November 1946, pp. 938-60. But it is not necessary that the drive to profit maxi- 
mization be either dominant or general to produce usual equihbrium solution. If 
all other conditions of perfect competition are met, including ^t of unlimited entry, 
the firms with the lesser degree of profit-maximizing motive will be driven into 
bankruptcy by their more aggressive competitora. This will continue until only 
firms with the strongest profit-maximizing motivation survive 

* Gf. M. W Reder, “A Reconsideration of the Marginal Productivity Theory,” 
Journal of Pditieal Economy, October 1947, pp. 460-58, for a precise definition of 
piofit-madmizing behavior, see T de Scitovszky, “A Note on Profit Maximization 
and Its Implications,” Review of Economic Studies, Winter 1943, pp 57-fiO, 



Notes 


5S0 


artichoke production in the lower end of the Salinas Valley in Cen- 
tral California is an excellent illustration of the part played in 
economic location by the motivations of the landowner, ^tichokes 
require a climate with rare incidence of freezing temperatures, and, 
more significantly, one also free from excessive heat and excessive 
dryness. The Monterey Bay coast, which very seldom has frost 
and which is cool and foggy durmg most of the summer, appears 
to be well suited to the production of the artichoke. The artichoke’s 
requirements are well satisfied by the silty clay loam and fine, sandy 
loam of the lower Salinas Valley flood plain. , 

It is not surprising, therefore, to find a crop with such special 
temperature requirements as the artichoke largely concentrated 
in this area. The process by which the artichoke found its way to 
its present principal location, however, does not reveal the smooth 
functioning of an automatic economic process, but rather the 
jerky change characteristically produced by a few individual de- 
cisions. Furthermore, examination of the way in which the solution 
of this particular location problem was reached suggests that there 
was nothing economically inevitable about the result, in the sense 
in which competition of many owners leads to an inevitable result. 
The overwhelming determinant was the personality of one stra- 
tegically placed individual. 

The greater part of the land in the Salinas Valley now devoted 
to artichoke production is contained in the 7,000 acres of the 
Rancho Bolsa del Potrero y Moro Cojo which the Mexican govern- 
ment granted to Captain J. B. R. Cooper of Boston in 18^8. This 
rancho occupies the valley floor from the Pacific Ocean to a point 
about five miles inland. It includes almost all the valley land lying 
in the belt of heavy fog. 

The rancho is still largely owned by descendants of the origmal 
grantee, and throughout its history much of its area has been under 
the control of one individual. Decisions as to land use have there- 
fore been unique and personal, and there has been little opportunity 
for the play of competitive forces within its boundaries. Further- 
more, the combination of soil and climate found on the rancho is 
almost unique, so that there is little basis for comparison with other 
property. 

During the early years of its operation the lands of the Moro 
Cojo were devoted almost entirely to cattle raising. Probably in 
the 1860’s Captain Cooper began to grow barley and wheat, and 
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this continued to be the major crop until 1888. In that year, Mr. 
Claus Spreckels constructed a beet-sugar factory at Watsonville 
which was the largest as well as one of the first in the United States. 
At the same time Mr. Spreckels signed the first lease in the Salinas 
Valley for sugar-beet land: 1,000 acres of the Moro Cojo at the 
mouth of the Salinas River. When the time came for renewal of 
this lease, the trustee of the estate. Cooper’s son, insisted that 
Spreckels take the entire ranch. In this way the sugar company 
came to operate the property, with a short lapse of the lease on one 
section of it, until 19^2. 

The Spreckels Sugar Company subdivided the land into tenant 
holdings and constructed houses and farm buildings on each one 
of these subunits: these were then sublet to operating tenants who 
planted a substantial part of the land to sugar beets each year. 

For over thirty years, from 1888 to 19^£, the Cooper-Molera 
fanoily which owned the ranch found the arrangement with the 
Spreckels company quite satisfactory. Rent was paid in advance, 
and the owners had no responsibility in the administration of their 
property other than cashing the rent check and paying the taxes. 
Negotiating a new lease every five years was something of an an- 
noyance, but otherwise the arrangement seemed as good as could 
be asked for and the owners were content to let well enough alone. 
H additional income might have been obtained by more active 
supervision of the ranch, it was not thought to be worth the time 
and effort necessaiy to produce it. 

In 1919 the death of Mrs. Molera, who had managed the property 
since the death of her brother, transferred control of over 3,000 acres 
of the property to her son, Mr. A. J Molera. The personality of 
this new administrator had a profound and lasting influence on 
the utilization of the land placed under his control,^ Mr. Molera 
was not a farmer, and the practice of his family since the death of 
his grandfather had been to do little more than cash the rent checks. 
But somehow his interest in farming had been stimulated, and he 
began to take an active part in the affairs of the Moro Cojo 

The Change to Artichokes 

Through a friend who was raising artichokes in the Half Moon 
Bay area® of San Mateo County he became interested in that crop. 

* The story of the conversion of the Moro Cojo from sugar beets to artichokes is 
based m large part on information supplied by Miss Frances J. Molera, 

* Some 50 miles north of the Moro Cojo. 
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The Moleras had already grown artichokes as a garden vegetable 
on the ranch they owned near Point Snr, south of Monterey, and 
Mr. Molera was convinced they could be raised on the Moro Cojo, 
The artichokes in San Mateo County were inadequately irrigated, 
but Mr, Molera reasoned that if he were to irrigate the excellent 
soil of his ranch, he should be able to grow large crops of the vege- 
table profitably. 

Artichokes had been grown conmiercially in coastal districts of 
San Mateo County as early as 1900, but the acreage remained small 
and the market limited. Some artichokes were shipped to the east- 
ern cities, but until World War I the principal supplier was France. 
When shipments from Europe stopped during the war demand for 
the western crop increased, and by 19^1 plantings had been made 
as far south as Santa Crurs, and amounted to about 3,000 acres.® 

In November 1921 the Pacific Rural Press reported^ that the 
New York produce firm of Steinhardt and Kelly had made arrange- 
ments with the San Francisco Artichoke Growers’ Association to 
handle the crop from 5,000 additional acres, of which about 2,000 
were to be along the Pajaro River near Watsonville.® Steinhardt 
and Kelly were to distribute the entire production of the Associa- 
tion on the eastern seaboard. Shortly thereafter the produce firm 
launched a vigorous campaign to increase the demand for arti- 
chokes.® 

A fifteen thousand dollar banquet was recently given by Steinhardt and 
Kelly of New York to competitors and customers who were fed artichokes 
and artichoke talk. This is something new m the way of selling a vegetable. 
The hosts at this banquet sent out the word that tibey can handle all the 
artichokes that they can get. The market is opening up in a conspicuous 
way and their representatives are now huntmg new fields to produce this 
vegetable which has failed in all parts of America as a commercial crop 
except in the fog belt along the coast of San Mateo and Santa Cruz Coun- 
ties. 

Apparently the campaign of the artichoke dealers was successful 
and in July the Pacific Rural Press reported^® “Artichokes were 
handled through chain stores and in common groceries this season 


® E. A Stokdyk, Marketing Globe Artichokes^ Univ California Agr. Exp. Sta. 
Bui. 5S4, April 1933, p. 5. 

7 Nov. 5, 1931, p. 462 

* The Pajaro River empties into Monterey Bay at a point about seven miles 
north of the mouth of the Sahnas River 

* Pacific Rural Press, Jan 14, 1922, p. 55 
July 1, 1922, p. 10 
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where heretofore they were handled only by the most exclusive 
trade.” 

Over 100 carloads were shipped into the New York market dur- 
ing the season at prices averaging $8-$10 per box up to April 1, and 
$6 for the rest of the season,^^ Regular market quotations were not 
recorded until 1925, but from then until the end of the decade New 
York artichoke prices did not at any time rise to $8 in the New 
York market, and typically fluctuated around $4.^® Prices were high 
in 1921. 

The very attractive artichoke market, plus information obtained 
from the tenants, convinced Mr. Molera that the revenue from his 
property could be greatly increased by leasing directly to the farm- 
ers, rather than through the sugar company. 

When the Spreckels lease expired in November 1921, there was 
a delay in renewal. Mr. Walter Tavernetti^® says that the Spreck- 
els company offered to renew if the rent were cut from $15 an acre, 
which they had been paying, to $12.50 an acre. According to Miss 
Molera, her brother had found out that the tenants would be will- 
ing to pay $35 an acre and more if he would drill wells on the prop- 
erty. The upshot of the matter was that the lease to Spreckels was 
not renewed, and Mr. Molera assumed direct supervision of the 
property and began leasing farms of from 75 to 150 acres directly 
to farmers, urging them to put in artichokes. 

At first tenants were reluctant to invest the capital required for 
growing this perennial vegetable, which will bear heavily for three 
or four years, sometimes for as long as ten years, before replanting 
is necessary it was not until Molera agreed to furnish the plants 
if the farmers would put them in that he began to make headway. 
The first planting was made in the spring of 1922, and by the fall 
of that year about 600 acres had been planted.^® By 1925 there 
were over 4,000 acres of artichokes in the county, mostly on the 
Moro Cojo. 

Change under Large Landowner Differs 

The foregoing account illustrates some of the characteristics of 
economic change to be expected if the decision as to land use is 

Idem. 

“ Stokdyk, op. cit» pp. 23-25. 

Tax Assessor of Monterey G>nnty. 

A. A. Tavernetti, Production of the Globe Artiekole in Califomiay California 
Agr. Ext. Serv. Circ. 76, rev. October 1947, pp. 7-3 

^ D. H. Kieffer, **Sa]inas Delta Becoming Famous,*’ Pacific Rural Press^ Sept. 
15, 1923. p. 263 
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made by one large landowner rather than by a number of small 
owners. Change under these conditions differs from change under 
competitive conditions in two principal ways: the general econom- 
ic development is discontinuous and irregular; and the nature 
of the change is not determined by purely economic considerations. 

The large landowner is free to some extent from economic pres- 
sure to adjust land utilization continually to changing conditions 
of the market if the income from the property is so large that any 
increase in income would appear not to justify the increased time 
and effort required to bring it about For this reason there will be 
a strong tendency for property to be kept in its accustomed use 
over long periods of time. Thus the Molera family more or less left 
the Moro Cojo alone for over thirty years; this management policy 
was changed, not by economic forces, but by the accidents of birth 
and bequest. 

On the other hand, when such an owner decides to change the 
way in which land is being used there may result a much more 
rapid conversion than would occur under competitive conditions. 
One decision only is necessary to bring about conversion of the total 
area included under one landownership; in addition the large land- 
owner often has easier access to money-capital resources than the 
small owner simply because of the size of his land holdings. Molera^s 
total investment in improvements on his land must have been con- 
siderable. Wells had to be drilled, the land leveled, and ditches dug. 
In addition, if he was to have better and more permanent farmers, 
it was necessary to build additional houses, barns, and sheds. Mr. 
Molera also undertook instruction of his tenants in cultivation of 
the new crop,^® and introduced those who needed financing at the 
local banks. The tenant’s investment was not small, but the major 
burden of conversion had to be assumed by the owner. 

Absence of noneconomic pressures may permit changes in land 
utilization to be largely a function of the personality of the land- 
owner and consequently indeterminant m any social sense, further- 
more, there is no guarantee that once change is decided upon the 
new use to which the land is put will be the optimum use.^^ We can- 
not be sure, for example, that concentration on artichokes was the 

w There was very little informatioa in this country on growing of the artichoke. 
Mr. Molera used as his principal guide a French publication whidi he had seen ad- 
vertised in a Spanish farm journal to which he had subscribed. Later the great 
horticulturist Luther Burba^ advised him in the culture of the crop and in the 
selection of varieties 

If the landlord’s decision to change does not arise from a desire to maximize 
returns the new use of the land may even produce a smaller revenue than the old use 



544 


Notes 


best choice even when the change was first made; we certainly have 
no firm assurance that it is now the best choice. 

Even under ‘^competitive” conditions the problem of testing effi- 
ciency of land use is by no means an easy one, but the presumption 
would seem to be that there is a general tendency for owners who 
employ land in less efficient uses to be forced to surrender their land 
to more efficient owners. When the landownership unit is very 
large, lack of homogeneity of land over very large areas makes it 
extremely difficult for potential purchasers of the land to make 
accurate comparisons of the income from the land in its present 
employment and its possible income under alternative employ- 
ment. 

As far as the economist is concerned the solution under such cir- 
cumstances must be indeterminate within wide ranges. The lower 
limit of efficiency is that which will result in the rapid using-up of 
the capital value of the land; the upper limit of course is the opti- 
mum land use available. Within these very wide limits the solution 
of the land-use problem, when large ownership units are present, is 
determined by chance as it operates to put control of the property 
into the hands of a more or less efficient and profit-minded owner 

William O. Jones 

Stanford University 


THE EFFECT OF A REDUCTION IN FARM PRICES 
ON FARM EARNINGS 

O F MAJOR concern to farmers at all times is the trend and 
the level of agricultural prices. The level of farm prices is 
one of the most important factors affecting the year to year varia- 
tions in income received by the farmer. The trend of farm prices 
(whether up or down) affects the prospects of future earnings. Farm 
incomes are highly unstable and fluctuate widely from year to 
year. 

Most farm products are sold in a highly competitive market with 
demand and supply relationships determining the prices received. 

The volume of production of individual farm products (especially 
crops) is subject to considerable variation from year to year, con- 
tributing further to fluctuations in the prices of farm products. 

On the other hand, prices of things bought by farmers tend to be 
more rigid. An important factor contributing to the rigidity of these 
prices is the relative inflexibility of wage rates in industry. In gen- 
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eral, wage rates rise and fall less than prices and are not adjusted 
as quickly to changes in demand and supply. This rigidity in wage 
rates is more pronounced during a period of declining prices. When 
demand declmes for industrial products, workers are laid off and 
output is reduced. This adjustment of production of most manu- 
factured products to fit the demand helps maintain prices of manu- 
factured products at a fatrly stable level. Cash farm production 
costs then (being largely payments for manufactured products and 
hired labor) tend also to be rigid. Consequently, when the selling 
prices of agricultural products declme, net farm income declines 
even more. 

This pressure on net farm income during a price decline is likely 
to be more intense in the future because of two important changes 
with respect to farm production costs which have taken place in the 
last two decades. First, the level of farm costs has risen markedly 
in the last few years. Farm production costs today are the highest 
in history. Many farmers now have cash farm expenses higher than 
their total gross income in previous years. Farm costs for 1948 
totaled approximately 18 million dollars which was greater than 
gross farm income for any year prior to 1942.^ Second, direct cash 
expenses now make up a much higher proportion of total farm costs 
than they formerly did. 

Following TVorld War I, many farm costs were not direct cash 
outlays. Horses furnished most of the power and could be raised 
on the farm. When prices declined, it was necessary for farmers to 
accept less than going rates for their labor, thus absorbing part of 
the price decline in a lower standard of living. 

Since then, great strides in farm mechanization have taken place, 
resulting in a much higher proportion of direct cash outlays. Cash 
outlays for gas, oil, and repairs are necessary for modern power 
equipment farming. Mechanization has required a higher invest- 
ment in farm machinery, the cost of which must be paid out of farm 
earnings. The improved farm practices widely adopted in the last 
few years, although highly desirable, have increased total farm 
costs. Items such as improved varieties of seed, chemical weed con- 
trol, and the wider use of commercial fertilizers, all are direct cash 
production costs. The effect of these two changes in the farm cost 
picture, a higher level of total farm costs and a greater pro- 
portion of direct cash expenses, are problems about which farmers 
are seriously concerned when farm prices declme. 

^ Agnculhiral Situaticns BAE, Vol SS, No 11, Nov. 1948. 
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In order to illustrate more specifically the effect of a decline in 
farm prices on farm earnings, a comparison has been made between 
the actual 1948 earnings and the probable earnings, assuming farm 
prices at 90% of parity (Table I). These figures represent the aver- 
age receipts, expenses, and net farm income for a group of ten farms 
in southeastern Minnesota and also similar data for a group of five 
farms in southwestern Minnesota. These farms were selected from 
the records of cooperators m the southern Minnesota Farm Manage- 
ment Services. The farms selected in both these areas are larger and 
more productive than the average for the area They are more 
highly mechanized. Major sources of income for the group of farm- 
ers in southeastern Minnesota was from the sales of dairy products, 
hogs, and poultry. For southwestern Minnesota sales of beef cattle 
and hogs provide the major sources of income. It is emphasized 
that this illustration is not a forecast that prices will fall to support 
levels nor is it to be considered as an endorsement of a specific price 
policy for agriculture. The purpose of Table I is merely to show the 
general effect on farm earnings of a reduction in farm prices and to 
supply a guide to farmers analyzing their own records. Farmers, 
then, must make their own interpretations as to the rate and extent 
of any future price changes in analyzing the effect on their own 
earnings. 

The average net income received by these ten dairy, hog, and 
poultry farmers in southeastern Minnesota in 1948 was $10,404 
(Table I). Assuming that prices were at 90 percent of parity with 
the same output as in 1948, their net income would then average 
$7,931. This represents a decline of 34 percent in net farm income, 
showing the effect in the immediate future of a reduction in farm 
prices. Receipts for this group of farmers would decline about 17 
percent, while costs would decline only 6 percent. 

The decline in farm earnings was considerably greater for farms 
with feeder cattle and hogs in Southwestern Minnesota. For this 
group, the average net farm income in 1948 was $6,384. Assuming 
prices at 90 percent of parity again, their net income then would 
average only $3,353, a decline of 63 percent. The wide difference in 
the effect on earnings of these two different types of farms of a de- 
cline in prices to 90 percent of parity is accounted for largely because 
of differences in the ratios of present prices of various farm prod- 
ucts to their corresponding 90 percent of parity figure. Average 
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Table I, Compabison op Actual 1048 Farm Income with Probable Income, 
Assuming Prices at 90 Percent op Paeitti 


Item 

10 Farms 

Southeastern Minnesota 

5 Farms 

Southwestern Minnesota 

Actual value 

1948 

Value 
under 90% 
of parity® 

Actual value 
1948 

Value 
under 90% 
of parity* 



Farm receipts 


Dairy cattle 

2,274 

1,478 

216 

140 

Dairy products 

S,403 

4,710 

436 

243 

Feeders 

— 

— 

11,042 

6,166 

Hogs 

4,075 

3,206 

5,167 

3,854 

Sheep, lambs and wool 

326 

228 

968 

677 

Chickens 

236 

227 

286 

297 

Eggs 

1,137 

1,331 

795 

946 

Crops 

2,314 

1,772 

4,619 

3,753 

Equipment sold 

340 

340 

355 

355 

Misc* income 

843 

843 

762 

762 

Total receipts 

16,948 

14,135 

24,545 

17,193 



Farm expenses 


Feeders 

— 

— 

6,131 

3,424* 

Hogs 

87 

84* 

898 

637* 

Other hvestock purchased 

862 

570® 

749 

487* 

Misc hvestock expense 

213 

213 

156 

156 

Misc crop expense 

963 

915* 

1,010 

959* 

Feed bought 

1,584 

1,283* 

2,395 

1,906® 

Custom work hired 

5B3 

583 

431 

431 

Power, machine eqmp new 

2,582 

2,582 

3,088 

3,088 

Power, machine equip upkeep 1,329 

1,329 

2,279 

2,279 

New buildings 

910 

910 

1,623 

1,623 

Bldgs upkeep 

264 

264 

441 

441 

Hired labor 

1,002 

1,002 

1,333 

1,333 

Taxes, and general farm exp 

628 

628 

622 

522 

Rent 

213 

213 

426 

426 

Interest 

154 

154 

512 

512 

Total farm expenses 

11,374 

10,680 

21,994 

18,224 



Farm income 


Farm receipts 

16,948 

14,135 

24,545 

17,193 

Increase in farm capital 

4,830 

4,466 

3,833 

3,383 

Total 

21,778 

18,601 

28,378 

20,576 

Farm expenses 

11,374 

10,680 

21,994 

18,224 

Net farm income 

10,404 

7,921 

6,384 

2,352 


1 Parity prices as given in Agricultural Fnces (Monthly), BAE, 1948* 

^ Assuming the same output as in 1948* 

® Cost of livestock purchased adjusted downward in same ratio as estimated 
decline in selling prices of hvestock. 

^ Miscellaneous crop expense reduced five percent, 

® Cost of feed grams purchased adjusted downward to correspond with selling 
prices Commercial feeds purchased reduced 10 percent. 
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prices received for beef cattle and flax in 1948 were much higher 
relative to parity than were the prices received for dairy products. 
An adjustment in prices to 90 percent of parity then would cause a 
much higher percentage reduction in income for farmers whose 
major source of income is feeder cattle than for those fanners sell- 
ing dairy products. 

Since these calculations were made to show the immediate effect, 
only those costs which would be reduced in a short time were 
adjusted downward. These include cost of purchased livestock, mis- 
cellaneous crop expenses (cost of seeds and fertilizer) and feed 
bought. If the trend in farm prices should continue downward for 
an extended period of time, some of the other costs (which are not 
adjusted in Table I) would also decline. Also, certain farm costs, 
such as the purchase of new equipment or the erection of new farm 
buildings, could be postponed. Certain production costs, however, 
are likely to remain high for a considerable period of time. Prop- 
erty taxes may even continue to rise when farm prices are falling. 
Interest and payments on indebtedness are fixed cash payments 
that do not fluctuate with the price level. Costs of labor and custom 
work hired are expected to remain high for some time. 

This lag in cost rates when prices received by farmers are on the 
down turn places farmers in a price-cost squeeze, depressing farm 
incomes even more on a percentage basis than the decline in farm 
prices. Farmers thus need to concentrate to a greater extent on 
cost control to produce products as efficiently as possible. The 
emphasis must be placed upon increasing the output per worker and 
reducing costs per miit of product. 

While farmers today are generally in a stronger financial position 
than at any lime previously, some farmers who have gone heavily 
into debt in the purchase of land and equipment or in the erection 
of new farm buildings, will be in a vulnerable position if farm prices 
dedine rapidly. Paying off indebtedness now and the building up 
of reserves from current income will strengthen the farmer’s po.si- 
tion in meeting the pressure on net farm income during periods of 
adverse economic conditions. 

Andbew Vanvig Tbuman Nodland 

Vmversity qf University of Minnesota 
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SYNTHESIS OP LABOR INPUTS FOR HOGS 
PROM TIME-STUDY DATA* 

F or all kinds of farm planning it is necessary to develop sets 
of input and output data relating to costs, yields, prices, labor 
requirements and tbe like. While these are physical items, agricul- 
tural economists have considered it necessary to devote a consider- 
able amount of effort to the collection of such data. Economists 
find it advisable to do this work themselves instead of getting the 
information from physical scientists because they want to find out 
— ^what technical rates are possible in practice and which the farm- 
er expects”^ rather than the results of controlled laboratory experi- 
ments. 

Various sources are used in the development of these ‘‘technical 
rates.’* For individual farm planning, a farm account book sum- 
mary may be the principal source. In farm budgeting for research 
or extension purposes, account books, survey data, and experimen- 
tal results are used. The search for input and output data repre- 
sents a considerable share of total expenditures for farm manage- 
ment research. The possibility that too much effort is used up in 
this way has been raised by Dr. Schultz in the article previously 
cited, and by others. There is also need for improvement in the qual- 
ity of input-output data. 

The purpose of this paper is to describe a method of synthesizing 
one type of budget input data — ^labor requirements — ^from infor- 
mation secured in a time-and-motion study. The method is applied 
to the development, for the hog enterprise, of labor inputs that are 
suitable for arriving at comparative production costs on farms of 
different sizes. For this purpose, input data must be obtained with 
a considerable amount of care. 

These labor inputs might be taken from survey data, but exami- 
nation of published labor input figures based upon farm surveys 
indicates that, although they may be suitable as an expression of 
average labor requirements in a given area, they would be of limited 
usefulness in a study of relationships between size of entei^irise and 
costs. The amount of labor reported for small enterprises may be 
high because of an abundant supply of labor, if labor is substituted 

* Prof, L. S. Hardm, Purdue University, made available unpublished materials 
for use in this analysis. 

1 Schultz, T. W “Theory of the Pinn and Farm Management Besearch.** This 
Journal^ p. 584, August, 1939. 
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for some of the equipment. Thus hand-feeding may take the place 
of self-feeders, and water may be carried in pails rather than sup- 
plied by an automatic fountain. Methods of production may not be 
the same; some farmers farrow two litters a year, others only one. 
Results obtained from enterprises of different sizes are likely to vary 
because of differences in skill of the farm operators. Because of all 
these variations between individual farms it is difficult to deter- 
mine whether reported differences in labor requirements are due to 
size of enterprise or to technique.^ 

A survey designed to compare efficiency in use of labor on enter- 
prises of different sizes would have to include a very large number 
of records in order to permit the sorting and subsorting needed to 
give reasonable homogeneity in the characteristics of farms in dif- 
ferent size-classes. Otherwise, the fundamental assumption that 
observed variations are a result of differences in scale, and not in 
system, of production is violated. 

Because of these limitations on usefulness of survey data, an 
attempt has been made to calculate labor requirements for hog 
enterprises of different sizes by synthesizing information from a 
detailed time and motion study of individual jobs. In this process, 
the assumed system of production is kept the same, and variations 
due to differences in skill and dexterity of individual operators are 
eliminated. 

Basic data are taken from an Indiana study of the hog enter- 
prise.® This study contains detailed time and motion analyses of the 
principal jobs m hog production as observed on five Indiana farms. 
While production practices, methods and equipment were not iden- 
tical on all farms, data were presented in a way to show in detail 
the processes used performing each job and time spent on each 
operation, as recorded in stop-watch studies. 

The procedure involved in synthesizing labor mputs from these 
data was as follows: First, certain assumptions were made as to the 
system of hog production, production practices, and equipment 
The average distance traveled from the farmstead to the hog pas- 
ture was assumed to be 40 rods. It was assumed that an average of 

* For examples of survey data on labor requirements by size of hog enterprise 
see: X A Hopkins, “An Economic Study of the Hog Enterprise.” Jowa Agr. Exp, 
Sta, Bid, 294, 19S2; and H C. M. Case and R. C. Ross, “The Place of Hog Produc- 
tion in Corn Belt Farming.” Jtt, ilpr Exjd Sta Bid 301,1927. 

* Oberholtzer, John W., The Application of Motion and Time Study Techniques to 

Ctrimn Eidefpnses, Purdue University, June, 1944 Unpublished 

Thesis. 
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6.1 pigs were saved, and 5.7 raised per litter, and that pigs were 
sold at 235 pounds and sows at 335 pounds. It was assumed one 
boar would be kept for each 30 sows and that a boar would be main- 
tained if there were as many as five sows. Based upon a number of 
publications on hog production, a list of jobs connected with the 
enterprise was developed, and for each job a process was outlined. 
These jobs and processes are shown in Table L For most of these 
processes, it was possible to adapt data from process charts in the 
Indiana study for the approximate total time required for each 
step of the process. One of these process charts is shown as Table L 
This illustrates the kind of detailed measurements on which esti- 
mates in Table I were based. Prom the nature of each process, a 
decision was made as to the degree to which labor time would vary 
with changes in number of hogs. Time spent in travel, in starting 
tractors, or opening gates, was generally considered as fixed. A few 
operations were considered to be semi-fixed, such as hauling loads 
of water or feed, where time would not vary by individual sows, 
but by groups. Operations that prunarily involved work with the 
hogs were considered to require a constant amount of time per hog. 

With information given in Table I it is possible to construct a series 
of estimates, by jobs, of time requirements for different numbers of 
hogs, assuming no change in production practices, as shown in 
Table III. A question may be raised as to practicability of assuming 
the same practices for large and small numbers of sows. Considera- 
tion of the jobs to be done and the processes followed indicates that 
the system assumed fits both cases fairly well. Perhaps more allow- 
ance should be made for greater distances traveled with larger 
numbers, and in a few instances a producer of a small number of 
hogs might find it advisable to do more hand carrying of feed and 
water, but these are minor deviations. 

Total hours per sow computed in this manner is somewhat lower 
than is usually reported in farm surveys. According to Dr. Ober- 
holtzer, much of the difference between time required for an opera- 
tion according to a stop-watch study and a survey can be explained 
as follows . “In the stop-watch studies only the time spent in actual 
labor or in necessary delays was recorded. The surveys tend to 
include time spent with the hogs when, the operator was not work- 
ing and when his presence was not necessary.^ 

While computed time spent on hogs is usually lower, variations 


^ J W Oberholtzer, op. cit p. 145 
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Tabib I Job Analysis op the Hog Enterprise, with AppB03aMATE 
Time Eeqtjirbd per 20 Sows* 


Job 


Process 


Spring Farrowing (21 days) 

Move bouses 40 rods Move with tractor, 2 houses 
per trip Spray interiors of 
houses. Haul straw from stack 
and bed houses. 

Haul m low wagon, tractor 
drawn. 

Four daily trips to farrowing 
pens on foot. 

One load (about 30 bu ) 
hauled per ten sow^s during far- 
rowing period 

Fill water wagon while doing 
other chores. Start tractor, 
drive 200 ft to wagon, hitch and 
drive 40 rods to field, open gate, 
dnve through and close Drive 
100 ft to farrowing quarters and 
insert hose* Fill fountain while 
watering at quarters, remove 
hose, return to well, unhitch and 
return to tractor 

Walk to farrowing quarters, 
feed and water sows (feed and 
water available at quarters), re- 
turn from farrowing quarters 

Spring Suckling (42 days) 

Glean and bed houses Clean houses and haul straw as 
above 

Pen sows in farrowing pens 
and pigs in farrowing houses 
Catch pigs, lay on wall of house 
and castrate. Put pigs in pens 
with sows. 

Handle pigs in same manner 
as above. 

Build creep around self-feeder 
(3 feeders for 20 sows) 

Feed ear corn to sows twice 
daily, pigs fed in seK-feeders in 
creep. 

Summer Feeding (140 days) 

Sort for market Set up pens, dnve into pens 

Haul feed 40 rods and One load com (3,000#) every 
fill feeders every other day for 120 pigs. 

Water Haul with tank wagon to 100 

gallon fountain waterers in field 
One trip every other day for 
120 pigs. 

Summer Feeding, sows (60 days) 


to pasture 
Clean and bed 

Move sows into houses 

Care during farrowing 

Hauling feed 


Haulmg water with 
300 gal. tank wagon. 
(Assuming 3 gal 
per sow, four trips 
will take care of 20 
sows for entire 
period) 


Feedmg and watering; 
tirice daily 


Castrate 


Vaccinate 

Wean 

Peed and water 


Minutes 

per 20 sows 

Total 

Fixed 

Vari- 

able 

1,048 

98 

950 

440 

44 

396 

736 

420 

316 

74 


56 


60 

— 

60 

534 

210 

324 

740 

60 

680 

225 

5 

220 

225 

5 

230 

44 

17 

27 

3,515 

2,189l> 

1,336 

636 

127 

509 

2,590 

— 

2,590 

2,128 

700b 

1,428 


* Data derived from process charts in unpublished thesis “Application of Motion 
and Time Study Techniques to Certain Agricultural Enterprises” by J, W. Ober- 
holtzer, and other sources. 

** Semi- fixed. 
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Table I (Continued) 


Job 

Process 

Minutes per 20 sows 

Total Fixed 

Haul feed and fill 

Same as for other hogs. 

176 

36 

140 

feeders 8 3# corn 
per sow per day 

Haul water and fill 

Same as for other hogs. 

504 

300 

204 

waterers 

Summer Gilt Mgt (140 Time assumed to be same as 

days) summer feeding hogs, and in- 

cluded with it. 

Winter Sow Mgt (16^ days) 

Move houses and clean Same as during spring farrow- 

ing 

713 

63 

650 

Move sows 

Same as during spring farrow- 
ing. 

440 

44 

396 

Breeding 

272 

27 

245 

Bedding 

Haul straw from stack to 
quarters and bed houses 

212 

42 

170 

Haul manure 

300 

60 

240 

Feed and water 

Walk to quarters, throw feed 
into pens, clean and fill water 
troughs Feed stored near hog 
quarters and water piped to 
quarters. 

2,462 

1,166 

1,296 

Care of boar, assuming 1 

boar per 30 sows 


1,200 

1,200 

— 

Total time for 20 sows, minutes 

19,274 

6,831 12,443 


Table II. Watering and Inspecting 100 Hogs on Summer Pasture, Hauling 
IN Tank Wagon, Transferring to Field Fountains, 

One Trip Evert Two Days* 


Operation 

Total time 
minutes 

Fixed time Variable time 
minutes minutes 

Tank filled while doing other chores 

0 0 

0 0 

0 0 

Start tractor and drive to wagon at well 
(200 ft) 

1 3 

1 3 


Hitch to water wagon 

4 

4 


Drive to gate to field (660 ft.) 

3 1 

2.1 


Open gate, drive through, close 

1 2 

1 2 


Drive to water fountain (100 ft ) 

8 


8 

Put hose from tank to fountain 

4 


4 

Inspect hogs and wait for filling (walk 
200 ft.) 

15 0 


15 0 

Take hose from tank 

.4 


.4 

Drive to gate to field (100 ft ) 

8 

8 


Open gate, drive through, close 

1 2 

1 2 


Drive to well (660 ft ) 

2 1 

2.1 


Unhitch 

.4 

.4 


Drive tractor to barn 

1.0 

1 0 


Total 

27.1 

10 5 

16.6 


“ Adapted from J W. Oberholtzer, op cit. Process Chart 5, p, 63, but distance, 
gate to field reduced from 80 rds, to 40 rds. Distribution between fixed and variable 
time added. 
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in labor input with changes in size of enterprise correspond fairly 
closely to survey results for small and medium sized herds. The 
synthesized data show a smaller decline in labor requirements than 
survey data, when medium and large herds are compared. 

Experience gained in working through this synthesis of time- 
study data permits the following conclusions to be advanced with 
respect to usefulness of the approach as a source of budgeting infor- 
mation : (1) Synthesizing of input data requires intimate knowledge 
of the processes and operations involved in an enterprise. Some of 
this may be gained in making the time-study, but if the purpose is 
to set up typical budgets for an area, a survey is needed to show the 
typical situation with respect to equipment and practices. {%) Ana- 
lyzing an enterprise in terms of jobs and processes facilitates the 
explanation of labor savings associated with volume of business. (3) 
Stop-watch studies tend to show minimum requirements. The per- 
son studied, knowing he is being watched, probably devotes his 
attention more strictly to the job at hand than he usually would. 
He may also move at a smarter pace than is customary. Time and 
motion studies omit or minimize time spent by farmers in looking 
over their crops and livestock, speculating on alternative lines of 
action, and making decisions. However, it should be relatively easy 
to develop a correction factor by comparing survey and time-study 
results on identical farms. (4) Time study data permit development 
of input requirements for a spedfic set of conditions, while survey 
data usually conceal wide diflFerences in size of enterprise, equip- 
ment and practices used, and soil and weather conditions- (5) Where 
time-study data are available, labor inputs can be synthesized at 
low cost. 

OrIiIN J. Scoviule 

Bureau of AgncuUural Economics 


HIGH FARM INCOME AND EFFICIENT 
RESOURCE USE 

W ILL prosperous conditions in agriculture, if achieved by 
government programs, keep excessive numbers of people 
and other resources in agriculture.^ Orthodox economic analysis 
leads most farm economists and fann leaders to say yes. They con- 
clude that if a farm program were successful in keeping farm income 
at a higher level than free market prices, one of the important im- 
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desirable results would be too many people and too many other 
resources in farming — ^inefficient resource use They hold this up 
as one of the great social and economic dangers of government 
programs for agriculture. 

But a broader and more thorough analysis of forces at work in 
determining resource use in agriculture throws grave doubts on the 
accuracy of the orthodox answer. More people are born on farms 
every year than can find permanent jobs in agriculture. There is 
also a large fund of improved technology not yet adopted by farm- 
ers These are two of the basic considerations in efficient resource 
use in agriculture. 

Assuming jobs are available outside agriculture, will excess farm 
people move out faster under relatively high or relatively low prices 
for farm products? The first answer is that low prices will drive 
them out faster, but when one looks at historical trends one finds 
it is the areas where family incomes have been highest that farm 
consolidation, farm mechanization and city migration has been the 
most rapid. Between 1930 and 1940 farm population declined one 
percent in Iowa and increased 3.5 percent in South Carolina and 
7.3 percent in Tennessee Children in higher income families re- 
ceive more school and college training and have more assistance in 
migrating to new jobs than children in low income families. In the 
past at least, and this has been true in the post-war years, farming 
at its most prosperous levels has been less desirable than many 
other occupations. There has been a reduction in the working force 
and a rapid increase in size of farms in the immediate post-war 
years. Farm prices have been above parity but the evidence does 
not support the orthodox answer that high incomes hold more 
people in agriculture. 

Again in the field of technology the most significant observation 
is that high prices speed up the adoption of improved technology 
and low prices slow down the rate of adoption. It is true that more 
machinery, more fertilizer, more insecticides and other materials 
will be used in agriculture at a high level of farm income than at a 
low level of income, but farm consolidation will be speeded up and 
most family farms are now too small to use new machinery most 
effectively. Farm families will be released from agriculture by the 
adoption of improved technology, and members of farm families 
will be released from farm work at earlier ages to attend colleges 
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and vocational schools or to find non-farm jobs as more machinery 
and equipment is purchased with the higher incomes. 

Proposals to maintain farm income at higher than free market 
price levels shoidd be questioned from the standpoint of the con- 
trols and regulations which may be associated with them. They may 
lead to a transfer of income from non-farm to farm people that can- 
not be justified by socially acceptable criteria. There may be other 
reasons for disapproving of such proposals such as the growth of 
“big government”; but there is little basis for the fear that they 
will keep excess people in agriculture. 

Walter W. Wilcox 

Umversity of Wisconsin 



BOOK REVIEWS 

Rural Life in the United States. Carl C. Taylor, Artliiir P. Raper, 

Douglas Ensminger, Margaret Jarman Hagood, T. Wilson Long- 

more, Walter C. McKain, Jr., Louis J. Ducoff, Edgar A. Schuler. 

New York* Alfred A. Knopf, Inc., 1949. Pp. xviii, 549, $5.00. 

This book is a contribution from the past and present staff of the 
Division of Farm Population and Rural Life of the Bureau of Agri- 
cultural Economics of the U. S. Department of Agriculture. It is a 
mine of information made possible by the collaboration of special- 
ists. It is organized into five parts* 

I. Rural Society and Rural Sociology 

II. Rural Organization 

III. Rural People 

IV. Rural Regions 

V. Farmers in a Changing World 

Rural sociology has, in fact, been farm sociology and this book 
follows the traditional pattern. The entire community is covered m 
discussing occupations and in considering conditions common for 
all in the community such as schools and facilities for medical care. 
The book is addressed primarily to rural sociologists, yet agricul- 
tural economists will get much from it. Many sections, especially 
those relating to population and labor force, provide important ref- 
erence material for agricultural economists. For the most part the 
discussion avoids promotion. A notable exception is chapter 6, 
‘‘The Rural School and Education,’^ where the opening sentence, 
“the plight of the rural school,” serves as the theme. 

There are some omissions, cursory treatments and orientation of 
materials that detract somewhat from the over-all usefulness of the 
book. Some of these may have arisen because of agency bias or 
attitudes that come from professional specialization, but others do 
not so readily suggest such explanation. Such matters as the alleged 
domination (at least in some states) of the Agricultural Extension 
Service, by one or another of the powerful farm organizations; and 
duplication in counties among numerous agencies of the U. S. 
Department of Agriculture, for example, are omitted. Furthermore, 
the data as to equality of income selected for presentation are those 
that lend maximum support to the theme that farmers are a dis- 
advantaged group. On p. 298 is a chart that shows per capita 


558 



Book Reviews 


559 


income of nonfarm people close to three times that of farm. Yet a 
national survey for the year 1941 (see U. S. Dept, Agr. IVEsc. Pub, 
520 and TJ. S. Dept, of Labor, Bui. 822) reports the following per 
capita incomes for families of two or more: 

Group Per capita inoame Farm income equals 100 

Farm operator $409 100 

Rural nonfarm including farm laborer 447 109 

Urban 828 203 

For these data nonmoney income in the form of food from the farm 
and garden is valued on the basis of prices that probably would 
have been paid had it been purchased. If farm laborers had been 
included with the farm rather than the rural nonfarm group the dif- 
ference would have been increased somewhat, but even so quite dif- 
ferent contrasts would have resulted from those used in the book. 
Furthermore, in discussing inequality of income, disparity between 
farm and nonfarm people is featured much more than that within 
agriculture. Little is said of the pressure that led to the shrinkage 
of the program of the Farm Security Administration designed to 
assist low-income farm families. 

Juvenile delinquency is omitted in spite of the fact that a nation- 
al conference was held in 1948 for which a separate report was pre- 
pared for farm communities. The discussion of ‘'prospective devel- 
opment” of social security seemed less forthright than would be 
desirable if an understanding is to be developed of the forces operat- 
ing on various legislation programs. In the final paragraph is a 
sentence referring to the "social conservatism of politically influen- 
tial farm groups.^’ The next sentence tells us, however, that rural 
public welfare is expected to lag behind urban public welfare 
because of the inadequate tax base. 

More and more as attempts are made to use social sciences for 
predictive purposes it is recognized that the findings of various sub- 
ject matter fields such as characterize college curricula should be 
synthesized. The various subject matter fields have too often gone 
their separate ways. Agricultural economists would be helped if 
sociologists (to whom has largely been left the investigation of pop- 
ulation, at least in the United States) could tell them more about 
the nature of the decisions that underlie labor mobility. WTiat, for 
example, is the income differential necessary to induce moves either 
in place of residence or occupation? What is the relation of the dif- 
ferential to distance? It would be helpful to know who is shifting 
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from nonfann to farm place of residence and under what circum- 
stances, Information beyond that on page ^40 is needed. It would 
be important to know if those arriving on farms from nonfarm areas 
are coming for the most part to the fringe farm population. Perhaps 
with a diflFerent definition of terms they would be looked upon as 
merely moving from one nonfarm location to another. 

Rural sociologists are also limited by the shortcomings of the eco- 
nomic data available and their analysis. Over and over again wel- 
fare implications of farm-nonfarm comparisons are invalidated 
because of lack of measures of differences in the cost of living. Some 
confusion is also introduced by erroneous interpretation of con- 
sumption data. The high cost of medical care at low income levels, 
for example, is overemphasized. The survey for any year may be 
heavily weighted with those who are much below their long-run 
income position because of the illness of the main earner. In other 
words the cost of sickness is high at the low income level because 
sickness that brought high doctor bills perhaps also brought the 
low income. 

To make more meaningful the great mass of detail the book pre- 
sents, more attention should be given to hypotheses and their test- 
ing. Focusing on certain current situations would have much merit. 
For example, it seems highly desirable at the present time for rural 
sociologists to throw light on the reaction of rural people to admin- 
istrative arrangements implicit in proposed or actual legislation 
directly affecting them. Some social scientists fear concentration on 
practical issues on the grounds that advance comes from pure sci- 
ence. It seems highly probable, however, that advance comes from 
striving to answer questions urgent enough to give impetus to crea- 
tive efforts. Such selection does not preclude rigorous analysis. 

Makgaret G. Reid 

University of Illinois 

Major Economic Forces Affecting Agriculture mth Particular Refer- 
ence to California^ S. V, Ciriacy-Wantrap, Hilgardia, Berkeley; 

University of California, 1947. Pp. 76. Contribution from the 

Giannini Foundation of Agricultural Economics. 

Californians who hold that the economy of that state is essen- 
tially a thing apart from the economy of the remainder of the coun- 
try, will find Professor Wantrup’s volume most enlightening. Agri- 
cultural economists who have been reading or writing on the subject 
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of trends and fluctuations in farm production, prices, income and 
costs and the relation of various categories of national income to 
farm prices and income will find much of the first half of this volume 
a familiar story. Students of international trade and finance will 
probably not be too pleased with the brief treatment of and mini- 
mized role ascribed to foreign trade and its relations to United 
States agriculture. 

Those who look to monetary and fiscal gods alone to lead us from 
the business cycle wilderness will find little cheer in Wantrup’s 
thesis. On the other hand, those who have discovered order and 
logic in the Keynesian slant on economic theory and policy will be 
at home in the solid second portion of The Major Economic Forces 
Affecting Agriculture, 

Aside from the greater rate of eiqiansion of California’s agricul- 
ture, especially during 1910-30, the fluctuations in the substantive 
economic aspects of agriculture were shown to follow a closely simi- 
lar pattern for California and for the United States. 

Series of data (arithmetic averages) and related descriptive 
material covering for the most part the period 1910-1947 include 
farm employment, commodity prices and production, farm income, 
and major farm production expense categories. The major concern 
of this study is with the demand side of the farm price and income 
equation. As an introduction to demand analysis, the familiar rela- 
tionships between non-farm national income and income of indus- 
trial workers to farm prices is stressed. The author properly points 
out, however, that those relationships are merely the immediate or 
first line manifestations of more basic economic forces which ulti- 
mately determine the level and fluctuations of farm prices. 

Foreign trade in farm products is placed far down the scale of 
importance among the economic forces affecting agriculture. The 
relative size of domestic and foreign markets for United States farm 
products is offered in explanation of the minor role ascribed to for- 
eign trade. The treatment of this subject was not as complete or 
penetrating as one might well expect from the author. On the other 
hand, the assumption that a high volume of foreign trade would be 
associated with high-level economic stability in the United States 
and abroad is well taken and in considerable measure justifies the 
relative lack of emphasis on foreign trade. 

Money likewise is given a minor role among the economic factors 
important to agriculture. It is asserted that, “money may have ef- 



56 ^ 


Book Reviews 


fects upon prices,” indirectly through the stimulation or discour- 
agement to investment. A small injauence of the changing quantity 
of money may come through its effects of interest rates which in 
turn are related to investment as an “internal condition.” The pur- 
chasing power of monetary metal producers is offered as a relatively 
minor “external stimulus of investment.” More significance is at- 
tached by the author to the alleged fact that “ ... in a correlation 
with investment and prices, the quantity of money must be gener- 
ally regarded as a dependent rather than an independent variable” 
and thus a result rather than a cause of economic activity. 

An unbalance between saving and investment is credited with 
being the critical element behind the disturbing fluctuations in farm 
income. Idle balances from savings out of income, regardless of their 
location, are the culprits which change the subsequent magnitude 
of the income stream and lead to . (a) a new equilibrium at a lower 
level of prices, if prices are flexible, or (b) if prices are inflexible, a 
viscous deflationary circle which can be checked only by decreased 
saving or expanded investment. 

The meaning, determining factors and significance of savings and 
investments are ably reviewed and reasonably well supported with 
data and charts. Institutional rigidities in farm prices and wages, 
introduced by support price legislation and labor unions, respec- 
tively, are viewed with some alarm as impediments to improvement 
in investment conditions. The implications of widespread rigidities 
in prices in the industrial sector of the economy are strangely absent 
from this section. 

A concluding section is devoted to an able review of “Some Impli- 
cations for Public Economic Policies and for Individual Action,” 
Farmers are urged to shift their attention and efforts rfor aid from 
agricultural legislation to policies more directly related to stability 
of investment and non-agricultural income. Government subsidies 
for expanding and stabilizing the income stream should not be 
diverted to savings nor to consumption but rather, to increasing 
investment which involves a large secondary support to employ- 
ment, investment and consumption. 

As a parting shot farmers are advised as to self-help measures. 
Leading these is the ever sound advice to “ . . . keep himself well 
informed, ...” Proper management of expenses, savings, and 
investment are stressed in the remaining points. 

Chables M. EiiKnsrTQy 


StaU CoUege of Waskington 
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Security for the People^ Boland W. Bartlett, Champaign: Garrard 

Press, 1949. Pp. vii, S95. 

It is commendable that an agricultural economist in a very spe- 
cialized field should be concerned about broad public problems. 
Certainly the problem of maintaining a high level of employment 
is important to “high farm income.” Also, as the author states, it 
is relevant to present day problems that might lead to World War 

m. 

There is need for a book that would draw together and summa- 
rize the best thinking and writing on the problems of employment 
and economic stability. A book of this kind should be written in 
non-tecjhnical language, for intelligent leaders in public policy who 
may not be professional economists. One might hope that a book 
with the subtitle, ‘Ways of Maintaining Pull Employment and 
High Farm Income,” might do this. A reader who is looking for a 
book of this kind will be disappointed with Security for the People, 
It makes no claim to being such a book. Monetary and fiscal policy 
is mentioned in three one-sentence statements in various places in 
the book with the first such statement accompanied by a footnote 
stating, “An analysis of such policies is, however, outside the scope 
of this book.” 

The first two sentences of the preface indicate the major empha- 
sis. ‘Tor the first time in American history, we had continued mass 
unemployment during the decade of the 1930’s with nine million 
unemployed workers as recently as 1939. The major cause was the 
exaction of monopoly prices by a few large mass-production indus- 
tries.” 

The author then proceeds to try to demonstrate that the problem 
of avoiding depressions (he does not discuss the related problem of 
inflation) is primarily the problem of controlling monopoly in “a 
few large mass production industries.” 

The first chapter and the last chapter are summaries. A program 
of action is recommended for labor, industry and agriculture. “This 
should include a program: 

“1. Showing that the downfall of private capitalism and contin- 
ued mass unemployment in European countries was caused by 
monopoly controls of price and production. 

“®. Giving full publicity to wage and price policies of controlled 
industries in the United States which cause unemployment. 

“3. For preventing monopolies and wasteful competition and 
encouraging constructive competition. 



564 


Book Retibws 


“4. For curbing monopolies by encouraging free enterprise coop- 
eratives, chain stores, and self-sustaining or self-liquidating munici- 
pal or regional government-operated businesses to compete vigor- 
ously with independent private business. 

“5. For studying the possibilities of: 

a. Guaranteeing 52 checks a year to wage earners in place of the 
present system of an uncertain number of checks each year. 

b. Gearing total wage pay rolls to some fixed proportion of sales 
value of product or physical volume of production in place of 
inflexible hourly wages. 

“6. Initiating a long range educational plan for each major 
industrial state directed toward maintaining full employment. 

“7. For developing monetary, fiscal and tax policies which will 
alleviate depression.’’ 

The balance of the book is devoted to discussing this kind of pro- 
gram, with the important omission of a discussion of fiscal and 
monetary policy. 

It is difficult to conceive of a book written on the subject of main- 
taining full employment which would make no reference to the great 
quantity of very able and scholarly work by some of the best minds 
in economics in recent years. This book has a long list of references 
at the end of each chapter, and yet there is not a single reference 
to any of the writing since 1935 by competent economists which 
has been stimulated by J. M. Keynes, General Theory. It is as if 
none of it had been written. Though the book deals specifically with 
the problem of price flexibility and full employment, no reference 
is made to recent writing by Simons, Pigou, Lange, Modiglianai, 
and Patinkin 

Certainly price flexibility has a bearing on maintenance of a 
stable high level of employment. There is, however, considerable 
reason to doubt how effective a successful policy of price flexibility 
alone (wage flexibility received little attention) would be in a 
dynamic society in solving the problem of maintaining a high and 
stable level of employment. 

There seems to be no reason for completely ignoring the mone- 
tary and fiscal aspects of the problem. It is doubtful that a book on 
this subject which completely ignores the basic problems of aggre- 
gate demand will receive very serious consideration. 

Wallace E. Ogg 


Iowa SUUe College 
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Farm Work Simplification, Lawrence M Vanghan and Lowell S. 

Hardin, New York* John Wiley and Sons, Inc., 1949. Pp. xii, 

145. $a.80. 

This publication is the first book to be devoted entirely to the 
simplification of farm work, an area of study which has been receiv- 
ing increased attention from agricultural economists and agricultur- 
al engineers since 1942. It is, according to the Foreword and Pre- 
face, a compilation of the experiences, methods, and results of the 
men who have been doing research, teaching and extension work in 
the agricultural colleges. The book will be welcomed by these men 
and, in addition, will be very useful to students, farmers, and all 
others who are interested in “the application of the industrially 
developed techniques of scientific management and engineering 
methods to farm work.” 

The first part of the book discusses the role of w^ork simplification 
in American agriculture, gives empirical evidence of savings in 
labor by the application of work simplification techniques, lists the 
principles of efiective wmrk, and suggests ways in which farmers 
may use the results of work simplification studies. The first chapter 
defines work simplification as “the development and use of easier, 
quicker, and more economical ways of doing farm jobs.” The sav- 
ings of time and energy, in addition to removing some of the drudg- 
ery from farm work, may result in decreased cost and increased 
income. The increase in income might come from improvements in 
methods used on enterprises where the savings were made and from 
the application of labor saved to other productive work. The second 
chapter is devoted entirely to the presentation of statistical evi- 
dence of the amount of labor that can be saved by applying farm 
work simplification techniques to various farm enterprises. The 
third chapter gives the principles of effective work that apply to 
simplifying handwork, reducing chore travel, and using equipment 
and work crews effectively. The fourth diapter makes specific sug- 
gestions for putting across work simplification ideas to farmers and 
for the application of these ideas by farmers on their own farms. 

The second part of the book “is prepared for those who may be 
planning to make a research study of work methods or teach the 
principles and procedures of work simplification and for reference 
reading by students taking courses in work simplification.” Sugges- 
tions are given on organizing and conducting work simplification 
studies, on techmques of analysis and on teaching methods to be 
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used in short courses for county agents, vocational-agriculture 
teachers and others, and in regular high school and college courses. 

The engineering aspects of farm work simplification receive ma- 
jor emphasis in this book with only casual mention of the economic 
implications. There is a tendency to advance farm work simpli- 
fication as the panacea for all the problems of the individual 
farmer. Additional emphasis should have been given to the point 
that a farmer’s net income will be increased by the use of work sim- 
plification only if crop and livestock productivity is increased, if 
costs are reduced, or if the farm business is large enough to use pro- 
ductively the labor saved. Possible savings in processing plants for 
agricultural products should have been mentioned because some of 
these savings would probably be passed back to the farmer in the 
form of higher prices for his products. Research and extension 
people in the state colleges do not confine their activities to the indi- 
vidual farm. Research and extension work in work simplification 
should be concentrated in the areas where the greatest savings can 
be made. 

The second chapter appears to be an attempt to justify or sell 
farm work simplification and would probably have been more useful 
if it followed Chapters III and IV to illustrate the application to 
specific farm enterprises. The effectiveness of the presentation of 
the principles of effective work in Chapter m is lessened by giving 
an example first and then listing the principles. The book is well- 
illustrated and is written so that it can be readily understood by 
farmers and others interested in practical applications. It should be 
read by all those who are interested in farm management work. 

Evebett E. Peteeson 

Michigan State College 

Marketing PovUry Producta^ E. W. Benjamin, H. C. Pierce, W. D. 

Termohlen. New York: John Wiley & Sons, Inc., 1949. Fourth 

edition, Pp. 389, Fig. 163. $6.09. 

The term ^‘marketing” has been used m a very broad and inclu- 
sive manner. In the Research and Marketing Act there is no specif- 
ic definition of the term. However, it is generally accepted that 
marketing of an agricultural product begins where the crop is har- 
vested or first purchased, and ends when the product is purchased 
by the consumer. Hence, a book on marketing should include not 
only a discussion of the physical aspects involved in bringing the 
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product to the consumer, but should also cover the economics of 
distribution. Under this latter heading might be included the fac- 
tors entering into the farm-to-retail price spread, discussion of costs 
and efficiencies in the market operations, factors affecting supply 
and demand, and the effects of governmental policies on the mar- 
keting system. Also, in recent years, there has been a very healthy 
development in marketing books in that the descriptive material is 
largely used to give the student some understanding of the prob- 
lems as an aid to improving the marketing system. 

With these few introductory remarks in mind, Marheting Poul- 
try Products is a very difficult book to review as it covers pri- 
marily the physical aspects of moving poultry and eggs to market, 
and in places discusses poultry husbandry, A more appropriate 
title might be along the following lines — ^How to run a poultry 
and egg business. There are six chapters (Chapters III-VIII) dis- 
cussing feeding station and plant operations, proper plant layout, 
etc,, but barely any reference to costs of operations or efficiencies 
in size of operation. There is a chapter each on the preservation 
of eggs and poultry. These give the proper temperatures, humid- 
ities, packing materials, etc. relating to the storing of poultry 
and eggs but do not mention the effects of storage on prices. The 
authors discuss at some length the grades and grading of poultry 
products (about twenty-five pages are given over to reproducing 
USDA grades) but not a word about the effects of grades and stand- 
ardization on the marketing of the products. Chapter IX, “Trans- 
portation” sets forth the proper methods of loading and refrigerat- 
ing railroad cars, but no idea of the part played by railroad rates 
in marketing poultry products. The chapters entitled “Retailing 
Eggs and Poultry” and “Advertising” tell how to retail and adver- 
tise the products but do not mention farm-to-retail price spreads, 
or how to reduce marketing margins. 

The chapters on “The Industry” (Chapter I) and ‘Trices and 
Market Reporting” (Chapter XVII), are very incomplete. For 
example, there is no discussion whatsoever as to the changing sea- 
sonality of production of eggs, and its effects on prices. There is no 
reference to the changes in poultry meat output due to the tremen- 
dous growth of the broiler industry. There is not even a single men- 
tion of the increased size of operations of the individual producer 
and its effect upon the marketing of poultry and eggs. The only ref- 
erence to a price analysis on eggs mentions the results of an unpub- 
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lished study made by the Econometric Institute for a private firm 
The latest price study on poultry meat the authors could find is one 
made by Buechel in 1929. 

Factors affecting supply, concerning which there has been much 
work both inside and outside government circles, is not touched 
upon. The statement, “the consumer demand for eggs is generally 
greatest during Lent when egg prices are at their low” (p. 304) , indi- 
cates a lack of understanding as to the nature of demand. Other 
statements are open to question, such as “hedging has perhaps 
brought about a slightly higher market for spot eggs during the 
storing season.” 

Except for some new material on freezing and drying eggs and 
eviscerating poultry, this edition has little that is new or improved 
from the 1937 edition. In fact, the bibliography in the 1937 edi- 
tion was very complete, which can’t be said for the bibliography 
in this edition. Most of the figures are old except those on eviscer- 
ating and cut-up poultry and the freezing and drying of eggs. A 
particularly bad example is that of a kosher slaughter house (p. 
261), which was taken at least fifteen years ago. Two new tables 
are presented in this edition. 

To this reviewer, as a former USDA employee, it is inconceivable 
that the authors could write a book on marketing and refer to the 
work of the Bureau of Agricultural Economics only once, and then 
merely to mention a hatchery report. But what appears even more 
strange is the lack of any discussion on governmental policy. 

The authors are well known and held in high repute in industry 
circles. Earl Benjamin, who wrote the first two editions, taught 
the first course in Poultry Marketing at Cornell, and for many years 
has been connected with the cooperative movement on the West 
Coast. “Doc” Pierce, who collaborated on the third edition, also 
taught for many years at Iowa State College, and is now Director 
of Poultry Research for the Great Atlantic & Pacific Tea Company. 
“Dewey” Texmohlen, who joined the other two in writing this 
fourth edition, is probably the most widely know individual in the 
poultry industry. Among his many positions he is now the Director 
of Poultry Branch, Production and Marketing Administration, and 
President of the World^s Poultry Science Association. 

The 1937 edition was considered a good book in its day. Since 
that time, the poultry and egg industry, along with the rest of the 
agricultural economy, has moved forward and changed tremen- 
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dously. This book does not reflect that. The 1949 edition might be 
of some help to the novice entering the field of processing and dis- 
tributing poultry products. To the student of marketing and mar- 
keting problems, there is little to be gained by its perusal. 

Gerson G. Levin 

Olson Brothers, Inc , North Hollywood, Caltfomia 

Urban Land Economics, Richard TJ. Ratcliff. New York: McGraw 

Hill Book Co., 1949. Pp. xii, 533. $5.50. 

Urban land economics is a young and rapidly developing field. 
Like the broader field of general land economics, of which it is a 
part, its development for the most part has come during the last 
25 to 30 years. Throughout this period considerable research has 
been done on urban land problems and numerous concepts have 
been formulated Yet this is one of the first books that attempts to 
organize and systematize the thinking in this field. As such, it 
comes as a welcome and long needed addition to the literature on 
land economics. 

Professor Ratcliff states as his purpose the presentation of “an 
orderly body of facts and principles that have more or less direct 
application to the utilization of urban land.” He advances the thesis 
that “the determination of urban land use is a market process” 
(p. vi). This thesis is developed in the organization of the book. 

The first three chapters may, in a sense, be considered as intro- 
ductory. Chapter 1, “The Institutional Aspects of Real Property,” 
discusses the concept of property, or as the author writes: “deals 
with the commodity that is traded in the market — ^rights in land.” 
The following chapters, **The Economics of Urbanization” and 
“The City as a Social Complex,” present interesting and basic eco- 
nomic and social data concerning urbanization and urban areas. 

Chapters 4 and 5 are concerned with the demand for residential 
and non-residential space. In these chapters consideration is given 
to the effects on the demand situation of factors such as population 
changes, migration, marriages, age and family status, occupation, 
sharing of dwellings, custom, location, consumer tastes and prefer- 
ences, and the buyer’s financial status. Students of farm land tenure 
may be surprised to learn that the subject of urban land tenure also 
is regarded as an aspect of demand. 

The supply side of the picture is considered and developed in the 
chapters on “The Construction Industry,” “The Building Pro- 
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cess,” “Urban Land Credit,” and “The Home Mortgage Market”. 
As these chapter titles indicate, the author carries his discussion of 
the supply factors far beyond a consideration of the physical supply 
of urban land and the costs immediately associated with land devel- 
opment. Cyclical factors and movements, building costs, credit 
costs and terms, and the intricacies of the home mortgage market 
all help to explain the supply situation. The interaction between 
the dynamic forces of supply and demand is the subject of the 
chapters on the “Urban Land Market Functions and Organiza- 
tion” and “The Housing Market.” 

The discussion of ‘Xand Income and Value” that follows these 
two chapters should be of particular interest to economists. In it, 
the author briefly treats the subjects of price, land utilization costs, 
value and valuation, and rent. Most of the space is given to the 
development of a concept of urban land rent. Urban land is regarded 
as a joint product in which the elements of capital and land are 
“inextricably mixed.” The classical concept of rent as a residual, as 
“the waste that the enterprise can support after paying a return 
on the nonwasting capital” (p. 361) is regarded as unacceptable. 
The concepts of rent as a monopoly return and as surplus income 
(“the difference between costs of production including entrepre- 
neurialreturn and the sellingprice of the product” — ^pp. 364-65) are 
also rejected. Ratcliff defines rent as “a return to land for the con- 
tribution it makes in creating want-satisfying goods and services” 
(p. 365). Urban land rent is determined by supply and demand in 
terms of opportunity costs. It is a part of price and over the long run 
competition can be expected to keep entrepreneurial rents in line 
with economic rent. 

The discussion of land income and value lays the groundwork for 
the author’s treatment of the subjects of urban land use and city 
growth. These are discussed in the diapter on “City Growth and 
Structure.” Consideration is given in this chapter to competition of 
uses, situs or location factors, and to the spedfic factors that influ- 
ence the location of various types of retail establishments. 

Chapter 14 deals briefly with a variety of “Urban Land Policies,” 
including city planning, zoning, subdivision control, taxation and 
urban redevelopment. This is followed by two chapters on “The 
Economics of Housing Policy.” They deal with the nature of the 
housing problem, the control of instability, reducing the costs of 
shelter, and means for handling the problems of substandard hous- 



Book Reviews 


571 


ing conditions. The analysis in these chapters is interesting and 
commendable but at the same time seems to stand out as an 
appendage to the rest of the book. 

Looking at the book as a whole, one must admit that it has many 
merits. It is a fat volume, is well written and very readable. The 
approach is new and somewhat different from that employed in 
standard textbooks in general land economics. The author has made 
a very real contribution in drawing together many of the concepts 
of his field. Many sections of this book, such as his account of the 
building cycle in Chapter 7, his analysis of the ‘‘filtering-down** 
process in his chapter on “The Housing Market,** and his discussion 
of housing costs in Chapter 15, are particularly commendable. 

In the eyes of this reviewer, the book has many good and praise- 
worthy characteristics, but also some aspects that are subject to 
criticism. Some of the data reported, as in Tables M and 25, 
seem to be strangely out of date in 1949. The various chapters are 
well documented but their value for class purposes could probably 
be improved by the addition of a bibliography or a listing of selec- 
ted references at the end of each chapter. 

As one might expect, most of the analysis and discussion centers 
around the problem of urban housing and space for housing. Pro- 
fessor Ratcliff is to be commended for the attention he gives to 
conamercial and industrial land uses. He could have improved his 
over-all treatment, however, had he given more than a page and a 
half to the discussion of the use of urban lands for streets, parks 
and other public and semi-public uses. 

The greatest weakness of this book lies in the limited emphasis 
it gives to the basic and underlying economic principles that affect 
land use. In his various chapters the author shows considerable 
ability in using economic tools of analysis, but on the whole he tends 
to overemphasize the institutional aspects of the field to the neglect 
of the economic aspects. 

The book is described by the publisher as “a foundation work 
which is fundamental but not elementary,** In this sense the author 
may be justified in assuming some reader-awareness of a number of 
economic concepts. As a class textbook, however, too much is 
probably assumed concerning the average student’s awareness and 
understanding of the basic concepts and theory of land economics. 
This reviewer feels that more than passing mention or considera- 
tion should be given to the concepts of intensity of land use, the 
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principle of diminishing returns, ripening and supercession costs, 
the property valuation process, and the concept of fixity of invest- 
ments m landed property. Mention should at least be made of the 
operation of the principles of comparative advantage and first 
choice. Also much more space should be given to the subject of 
property valuation and appraisal. The capitalization approach to 
valuation is very briefly discussed and little, if anything, is said 
about the market analysis and cost of reproduction approaches 
that are so commonly used in urban land appraisals. 

Raieigh Barlowe 

Michigan State College and Bureau of Agricultural Economics 
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NEWS NOTES 

The book ‘"Readings on Agricultural Policy” published by the BlaJoston 
Company is now available (See advertisement in this issue.) This book is 
the result of action taken by the American Farm Economic Association at 
its 1947 meetmg when it approved a proposal of the Executive Committee 
that the Association undertake to publish reprints of articles in various 
fields of agricultural economics. The Editorial Council of the Association 
selected agricultural policy as the field for the initial volume and invited 
O. B. Jesness to assume responsibilities for editmg the volume. 

Martin A. Abrahamsen has re-joined the Cooperative Research and 
Service Division of Farm Credit Administration as principal agricultural 
economist in charge of the Cooperative Purchasing Section. For the past 
four years Dr. Abrahamsen has been professor of agricultural economics 
in charge of research and teaching in marketing at North Carolina State 
College. 

Henry A. Allpress has accepted an appointment in Rural Economics at 
the University of Nebraska. His present work is on poultry and egg 
marketing. 

M. E. Andal of the Saskatchewan office of the Economics Division, 
Federal Department of Agriculture, has returned after having been on 
leave for the academic year to pursue graduate work at Michigan State 
College. 

Norris J. Anderson, formerly Professor of Agricultural Economics at 
Kansas State College, is now Extension Economist at the University of 
Nebraska. 

G. M. Beal, Professor of Marketing in the Department of Agricultural 
Economics and Marketing at the University of Maryland, has been made 
Head of the Division of Marketmg in the Department. 

Karl Brandt, economist and professor of agricultural economics of the 
Food Research Institute of Stanford University returned April 10 after 
a year’s sabbatical leave during which he lectured at Heidelberg, Gottingen 
and Geneva Universities and travelled extensively in Germany, France, 
and Italy. 

Harley M Brewer, of the Agricultural Estimates staff of the Bureau of 
Agricultural Economics, has been in Kansas helping with a pre-harvest 
wheat survey similar to those made in the late 1930*s and the early 1940’s. 

Owen L. Brough has been promoted to assistant professor at Iowa State 
College. His major field is livestock marketing. 

W. Herbert Brown, recently at Harvard University, has joined the Farm 
Management staff of the Bureau of Agricultural Economics and has been 
assigned to the Farm Costs and Returns section. 

Arthur C. Bunce, who has been Economic Advisor to the Commanding 
General of South Korea with the rank of minister, has recently been as- 
signed to the position of Chief of the Economic Cooperation Administra- 
tion in South Korea. 
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R. P. Callaway, formerly Professor of Agricultural Economics and Ex- 
tension Marketing Specialist at the University of Maryland has joined the 
staff of the Potato Division, Fruit and Vegetable Branch, Production and 
Marketing Administration, U.S.D.A. 

James P. Cavin, Head of the Division of Statistical and Historical Re- 
search, Bureau of Agricultural Economics, is with the Paris office of the 
Economic Cooperation Administration, where he is working on East-West 
trade problems. He will return to the Bureau in September. 

Edward C. Collins has joined the staff of the Fruit and Vegetable Section 
of the Cooperative Research and Service Division of Farm Credit Admin- 
istration as associate agricultural economist. Mr. Collins has been em- 
ployed for the past two years as assistant professor of economics at North 
Carolina State College. 

Albert R Conley, student and research worker in the graduate school at 
Ohio State University, has been appointed associate professor of agricul- 
tural economics at the University of Missouri and will assume his duties 
there on September 1. He is fillmg a vacancy left by the resignation of Dr. 
E. H. Matzen, who joined the Farm Credit Administration last winter. 
Mr. Conley is completing his work for the Doctor of Philosophy degree at 
Ohio State University. 

Ivan L. Corbridge joined the Agricultural Economics staff of the State 
College of Washington, January 1, 1949, as Assistant Professor and As- 
sistant Agricultural Economist His duties involve research and teachmg 
in marketing. 

Rex Daly has returned to the staff of the Bureau of Agricultural Eco- 
nomics. He has been with the Illinois Agricultural Experiment Station 
where he worked on a Research and Marketing Administration project 
which dealt with methods of measuring farm espenditures and income 

Miss Loa E. Davis joined the Division of Agricultural Economics, Ex- 
tenson Service, U.S.D,A.; in May to assist with marketing projects in con- 
sumer education conducted under the Research and Marketing Act. Miss 
Davis was in Washington with the Extension farm labor program in 1945 
and since then has been attending Teachers College, Columbia, and 
serving as home demonstration agent m Frederick County, Maryland. 

J. S. Davis, director of the Food Research Institute of Stanford Univer- 
sity, returned June 10, after having spent ten weeks at the Institute for 
Advanced Study in Princeton, New Jersey, and ten weeks in the spring on 
an observation tour of the southern states. 

Walter King Davis, a recent graduate of the Florida CoDege of Agricul- 
ture, has joined the staff of the Cooperative Research and Ser\dce Division, 
Farm Credit Administration, as junior agricultural economist. 

J. M. Dawson and M, Rachlis, who have been on leave of absence for 
further graduate work at the University of Illinois and Purdue University, 
respectively, have returned to their duties in the Economics Division, 
Dominion Department of Agriculture, Ottawa. 

R. J. DoD, Kansas State College, is a visiting professor at the University 
of Arkansas for the first summer session He will teach courses in Agncul- 
tural Policy and Agricultural Economics. 
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Phil S. Eckert, formerly head of the Department of Agricultural 
Economics and Rural Sociology, Montana State College, resigned last 
December to accept a position as specialist m the field of international ex- 
change of agricultural commodities with the Economic Cooperation As- 
sociation. Dr Eckert is stationed in Paris and travels throughout the 
sixteen cooperating nations, 

Paul A, Eke, Head of the Department of Agricultural Economics at 
Idaho, returned July 1 from a year of sabbatical leave. He spent his leave 
in writing and study at the University of Chicago and travelling in 
European coimtries, 

William H. Pippin has resigned from the staff of the Bureau of Agricul- 
tural Economics to accept an appointment in the Foreign Service of the 
State Department as chief of agricultural training for the American Mis- 
sion in Korea. 

H. C. Filley retired as Chairman of the Department of Rural Economics 
at the University of Nebraska on July 1, and will leave the University to 
enter other work September 1. His successor is Dr. C. Clyde Mitchell who 
has recently been workmg with Dr. Black at Harvard. 

Walter U. Fuhriman has transferred from the Department of the Interior 
to the Bureau of Agricultural Economics, where he serves as leader of the 
Western Agricultural section, Division of Farm Management and Costs 

Marshall Godwin, who has just completed work for a Ph.D. degree at 
Cornell Umversity, has been appointed Associate Professor in the Depart- 
ment of Agricultural Economics and Marketing at the University of 
Maryland. Dr. Godwin will teach courses and conduct research in fruit 
and vegetable marketing. 

George H. Goldsborough has re-joined the Cooperative Research and 
Service Division of Farm Credit Admimstration as senior agricultural 
economist in the Fruit and Vegetable Section. He has been employed for 
the past year with the Rural Electrification Administration 

Wade F. Gregory, formerly of Pennsylvania Agricultural Experiment 
Station has accepted a position at the Alabama Agricultural Experiment 
Station as assistant agricultural economist in charge of a Feed Utilization 
Study. The project is jointly supported by the Station and Bureau of 
Agricultural Economics. 

Ernest Grove of the staff of the Bureau of Agricultural Economics has 
received a Ph.D degree from the University of California. His dissertation 
is on income parity for agriculture. 

Chfford M, Hardin has been appointed Director of the Agricultural 
Experiment Station, Michigan State College, effective July 1, 1949, to 
succeed Director V. R, Gardner, who retired at that time. 

H. R. Hare, formerly Agricultural Advisor, Employment Service, De- 
partment of Labour, Ottawa, has been appointed Superintendent of Farm 
Development, Soldier Settlement and Veterans Land Act, with head- 
quarters at Ottawa. 

Charles W. Hauck is now in charge of the Fruits and Vegetables Market- 
ing Section, Division of Agricultural Economics, Extension Service, 
U.S.D.A. He has been stationed in Washington since February 1949, hav- 
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ing transferred to this post from Ohio State University, where he was 
engaged m research and teaching in the marketing of fruits and vegetables 
from 1936 to 1949 

Cecil B. Haver has returned to North Dakota Agricultural College after 
a quarter’s leave of absence granted him to complete his Ph D. work at 
Iowa State College. 

G. V. Haythorne, Besearch and Statistics Branch, Department of 
Labour, Ottawa, recently completed requirements for a Ph.D. degree at 
Harvard University. 

Jimmye S Hillman, Assistant Professor, Department of Agricultural 
Economics, Mississippi State College, has been on leave doing advanced 
work at the University of California and will continue on leave during the 
coming academic year. 

E C Hope, formerly Professor of Farm Management at the University 
of Saskatchewan, has been appointed Economist for the Canadian Federa- 
tion of Agriculture with headquarters at Ottawa. 

S. C. Hudson, Economics Division, Dominion Department of Agricul- 
ture, Ottawa, has been elected President of the Canadian Agricultural 
Economics Society for the coming year. Hadley VanVliet of the University 
of Saskatchewan is vice-president. The Councillors are L S MacArthur, 
A H Turner, W. D. Porter of Ottawa, and C. C Spence of Edmonton, 
Alberta. 

Bms T. Inman has been appointed assistant head of the Division of 
Land Economics, Bureau of Agricultural Economics, as well as leader of 
the field work of the Division. 

Hilliard Jackson has been appointed Assistant Professor of Rural Eco- 
nomics and Sociology, University of Arkansas, effective August 1. Mr. 
Jackson attended the Regional Agricultural Marketing School, North 
Carolina State College, during the summer and was formerly employed 
jointly by the Umversity of Arkansas and Bureau of Agricultural Eco- 
nomics. 

E Jaska recently joined the staff of the Economics Division, Dominion 
Department of Agriculture, Ottawa. For the past 15 years Dr. Jaska, a 
native of Estonia, has done research in agricultural economics at the 
Universities of Tartu and Jenna and has edited economic journals in 
Tallinn, Estonia 

Harold R Jensen has been promoted to assistant professor at Iowa 
State College. Hjs major field is farm management and production eco- 
nomics 

Hugh A Johnson, a member of the Farm Management staff of the 
Bureau of Agricultural Economics since 1941, is now an agricultural 
economist at the Agncultural Eicperiment Station, Fairbanks, Alaska. 
He has recently been located at Purdue. 

Earl L. Johnston, formerly with the Division of Agricultural Relations, 
Tennessee Valley Authority, has joined the North Carolina Agricultural 
Eictension Service staff as Marketing Specialist in the Department of 
Agricultural Economics. 

C Del Mar Kearl has accepted a position as Assistant Professor in 
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Farm Management in charge of Farm Cost Account work at Cornell. 

M. M. Kelso, Professor of Banch Management at Montana State 
College, has been designated head of the Department of Agricultural 
Economics and Bural Sociology and of the Department of Economics and 
Sociology. He fills the position left vacant by the resignation of Dr. P. H. 
Eckert, formerly head of the two departments. 

J. W. Kirkbridge is transfemng from the Kentudky office of Agricultural 
Estimates to the Washington office of the Bureau of Agricultural Eco- 
nomics. 

G. E. Korzan, Assistant Professor of Marketing in the Department of 
Agricultural Economics and Bural Sociology at Montana State College, 
has resigned that position to accept a similar one at Oregon State College. 

Baldur H. Kiistjanson received his Ph.D. degree from the University 
of Wisconsin in June and has been promoted to the rank of Associate 
Professor of Agricultural Economics at North Dakota Agricultural College. 

Charles N. Lane, Agricultural Economist with the Economic and 
Credit Besearch Division of the Farm Credit Administration, has recently 
joined the staff of the Central Project Office in the Agricultural Besearch 
Administration, Washington, C. D. 

L. C. Lanford is teaching two courses in Agricultural Economics at the 
Abraham Baldwin Agricultural College, Tifton, Georgia. 

J Lattimer, Department of Farm Economics, Macdonald College, has 
been elected a Fellow of the Agricultural Institute of Canada. 

Jerry M. Law has been appointed as cooperative agent on southern 
regional poultry and egg marketing work and will be located at the 
University of Arkansas, Fayetteville. He had been on the staff of the 
Department of Agricultural Economics, Louisiana State University. 

John E. hlason, for the last 2 years a member of the Farm Management 
staff of the Bureau of Agricultural Economics, died June 10 at the age of 
40, following a week’s illness. A native of Tennessee, Mr. Mason had been 
employed in the Department of Agriculture at various field stations and 
in Washington for 12 years. 

Michigan State College students have organized a student section of the 
American Farm Economics Association. Dr. Arthur Mauch and Dr. 
Karl A. Wright of the Agricultural Economics Department are the 
faculty advisors. 

George Montgomery has returned to Kansas State College to resume 
his work as Head of the Department of Economics and Sociology. He has 
been doing graduate work at the University of Minnesota. 

B. G. Murphy has resigned his position as acting Assistant Professor of 
Farm Management Extension at Cornell University, and will continue in 
graduate work at Cornell to complete requirements for a doctor’s degree. 

R. A. Murray has resumed his duties as Professor of Agricultural 
Economics at State Teachers College, Platteville, Wisconsin, after com- 
pleting requirements for a Ph«D. degree in Farm Management at Cornell 
University. 

Max Myers is expected to return to the Agricultural Economics De- 
partment of South Dakota State College in September, after receiving the 
Ph.D. degree at Cornell University. 
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Claude Nash retired from active duty in the Department of Agricul- 
tural Economics at Michigan State College on June 30, 1949. He was 
Extension Specialist for 18 years in agricultural marketing following 15 
years as County Agricultural Agent. 

Ottar Nervik received his Ph.D. degree in Economics at Harvard Uni- 
versity in July and is now affiliated with the Economics Department of 
South Dakota State College. 

Arthur G. Peterson has returned to the Mimitions Board, Office of the 
Secretary of Defense as Chief of the Textiles, Forest and Agricultural 
Products Branch, after spending nearly a year as Chief of the Statistics 
Division of the National Economic Bo^ in Seoul, Korea. 

Homer S. Porteus, formerly county agricultural agent in Ohio, has 
joined the staff of the Division of Agricultural Economics, Extension 
Service, U S.D,A., as extension economist in marketing. 

Winston E. Pullen, Assistant Professor of Agricultural Economics and 
Farm Management at the University of Maine, will be on leave of absence 
for the coming academic year to pursue graduate study at Cornell Uni- 
versity. 

Philip M. Baup has joined the Land Economics staff of the Bureau 
of Agricultural Economics as a cooperative employee with the Wisconsin 
Agricultural Experiment Station. He recently returned from 3 years in 
Berlin with the Office of Military Govt. 

John C. Bcdman will be on leave from Mississippi State College during 
the coming year, doing advanced work at the University of Kentucky, 

Fred B. Saunders, who received his Master’s degree in Agricultural 
Economics, in June 1949 at the University of Georgia, has accepted a posi- 
tion at the Berry Schools, Mount Berry, Geor^a, where he will teach 
courses in Agricultural Economics. 

Bainer Schickele of North Dakota Agricultural College has been elected 
Chairman of the Northern Great Plains Tenure Committee of the 1949- 
1950 term. 

Leonard Schruben has joined the staff at Kansas State College and will 
be in charge of the work in grain marketing. 

Raymond C* Scott has been appointed Associate Professor in the 
Department of Rural Economics and Rural Sociology at Ohio State Uni- 
versity and Ohio Agricultural Experiment Station. He will work in the 
field of fruit and vegetable marketing, research and teaching. 

Geoffrey Shepherd returned in the middle of June from six weeks in 
western Germany, He assisted the Bipartite Control Office, Food and 
Agriculture Group, at Frankfurt, and western German agricultural 
economists and officials in developing a long-range price pohcy for western 
German agriculture. 

Professor Edward A. Duddy of the School of Business, University of 
Chicago, has a file of the Journal of Farm Economics, 19^4-1948, with 
the exception of two numbers missing which he will sell for $50.00. 
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CANADIAN AGRICULTURAL PRICE PROBLEMS 
AND POLICIES: A COMMENTARY 
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Ontario Agricidtural College 

T his issue of the Journal contains several articles which deal 
in considerable detail with some of the more significant Cana- 
dian market and price regulating programmes. The specific pro- 
grammes selected are, generally speaking, currently operative and 
of fairly recent origin. While the list chosen constitutes only a 
major sample of existing programmes and makes no attempt to 
include those which have been attempted at various times in the 
past, it does serve to illustrate the variety of approach adopted 
as well as the special and general character of the problems encoun- 
tered and principles employed. The present paper is intended to 
act as more or less of a supplement to the other articles. Instead 
of discussing any particular programme or programmes as such, it 
aims at drawing attention to certain general factors or influences 
which help to explain why certain policy choices have been made. 
To a considerable extent it is a statement of the general underlying 
influences at work, the general methods used and the general re- 
sults obtained. Its central thesis, if such it may be called, is that 
the special attempts which Canada has made to influence agricul- 
tural prices, either directly or indirectly, have been in large measure 
dictated by the special set of influences and circumstances which 
have prevailed. This is not to say that the steps taken were the 
only ones that could have been taken in every case. All that is sug- 
gested is that there has been a pronounced correlation between 
the special situations in which Canada has been placed and the 
kinds of action programmes decided upon. While this is likely to 
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be true to some degree of every country, it has been particularly so 
in the case of Canada. 

The Dependence on Exporting 

The large scale dependence on export markets is undoubtedly 
the most important of the several underlying factors conditioning 
Canadian policy. While this dependence has always been most 
pronounced in respect to wheat (around 70 per cent of production 
had to be exported), it has been very marked in the case of several 
other major products. It has always been necessary to export sig- 
nificant percentages of livestock and livestock products and such 
things as apples, potatoes and tobacco. Indeed there are very few 
products which have not been on an export basis to some degree at 
certain seasons at least. Whatever the situation regarding any spe- 
cific product, a very large part of the total of Canada^s agricultural 
production must find an export outlet. 

This dependence on exporting leads naturally to several conclu- 
sions in respect to price policy. The first is that Canadian farmers as 
a class must be prepared to accept prices in line with those available 
in the world outside. Under normal conditions Canadian prices 
must tend to coincide with world prices. A second conclusion 
is that, so far as the great bulk of Canadian production is concerned, 
it is impossible to raise the price merely by imposing a protective 
tariff since importation does not normally occur. In the third place, 
the necessity of finding large export markets will virtually compel 
Canadians to keep costs and prices as low as possible in order to 
ensure success in international price competition. Also, any hope 
of price improvement lies in the direction of demand expansion 
rather than supply contraction. It is for this reason, of course, that 
any general policy of production curtailment of Canada’s major 
products must he considered as part of an internatioual policy. 
Finally this conclusion regarding the desirability of expanding de- 
mand rather than contracting supply tends to emphasize the wis- 
dom of supporting every programme that seems calculated to 
maintain or expand demand. This goes far to explain why Canada 
has given such active support to the internarional trade agreement 
programmes both pre- and post-war, why she has been so anxious 
to consummate definite export contracts, and why her farmers 
have recently been so strongly behind the international commodity 
agreement idea. In the final analysis the strongest motivating force 
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in Canadian policy-making today is probably the belief amounting 
to a conviction on the part of those at the top level — ^ia both govern- 
ment and farm circles — ^that it is not possible for agriculture or any 
other section of the body economic to secure satisfactory prices or 
levels of prosperity in the absence of an internationally expanding 
economy. 


Relative Importance of AgricvUure in the Economy 

Even though the large dependence on exporting makes it neces- 
sary to think in terms of selling at world prices* Canadian farmers 
might well receive the equivalent of considerably higher prices 
were the non-agricultural sections of the economy capable of con- 
tributing suflBciently to this end. Price additions might take the 
form of supplementary payments or direct or indirect subsidies. In 
any such programme* however* it is obvious that the extent of the 
contributions on behalf of agriculture must depend upon the rela- 
tive importance of the agricultural industry in the national econ- 
omy, If agriculture were a relatively insignificant part of the total 
picture it might receive sizable contributions from the non-agricul- 
tural sectors without seriously affecting the income status of the 
latter. The truth of the matter is* however, that* regardless of the 
basis of measurement used, agriculture represents a very large part 
of the country’s economic hfe even though its relative importance 
has been decreasing in recent years. To provide Canadian farmers 
with anything really significant in the way of price assistance would 
require an extremely large total contribution and much more than 
the rest of the economy could afford or be expected to give. Just 
how much it could afford is something that is extremely difficult to 
decide except in the most arbitrary sort of fashion. One possible in- 
dication of the limited extent to which agricultural prices might be 
added to in this way is seen in the total amount of funds provided 
for price stabilization operations under the Agricultural Prices 
Support Act.^ That Act provides for a revolving fund of 200 million 
dollars. When it is remembered that this amount has to finance 
the price stabilization operations of all products other than wheat; 
that during the transitional period in which the Act was intended 

^ 8 Geo. VI, c. 29, An Act for the Support of the Prices of Agricultural Produc^ 
during the transition from War to Peace, Assented to Aug. 16, 1944. For details 
of operations under this Act see the article by A H. Turner in present issue of this 
Jounial. 
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to be operative the government did not anticipate additional ex- 
penditures in respect to wheat; that it was apparently not thought 
possible or desirable to make even this amount available for more 
than a limited period; and that the implementation of this stabili- 
zation programme tended to coincide with the elimination of other 
previously-existing agricultural price subsidies, one can get some 
idea of its price-supporting value. So long as the number of com- 
modities requiring price assistance is small enough and the period 
during which the assistance needed is short enough the amount of 
funds provided can render a real degree of price support.^ The situ- 
ation would be very different, however, were a general and severe 
drop in demand to occur making it necessary to support the prices 
of all or a large number of commodities simultaneously and for 
extended periods. Just how far 300 million dollars would go in 
raising prices under such circumstances can perhaps best be reahzed 
by comparing this figure with the total income from farm products 
exclusive of wheat in recent years. 

This apparent fact that the national economy simply cannot af- 
ford to support farm prices to more than a very limited extent has 
several important implications from the standpoint of price policy. 
Perhaps the most important of these is that, in periods when prices 
in general are low, there would appear to be no possibility what- 
ever of the Canadian government undertaking to keep farm prices 
at parity levels as has been done in the United States. There would 
simply not be enough money forthcoming to make this possible. 
For the same reason it would not be possible to ensure prices in 
line with cost of production as in the United Kingdom. This is 
probably another way of saying that Canadian farm price floors 
will probably have to be kept at relatively low levels for purely 
financial reasons. Another important point is that, under anything 
like emergent conditions, the Canadian price authorities may well 
be forced to choose between spreading the available funds over a 
long list of products or restricting their price support aid to one or 
a few key products particularly susceptible to price depression. 
Anyone familiar with the various types of governmental assistance 
^ven to Canada’s wheat-producing enterprise from 1939 on cannot 
but be impressed with the extent to which the use of funds may have 
to be concentrated.^ In that case an absolutely key enterprise in 


^Ibid. 

* For a full description and well considered opinions regarding these activities 
readers should consult the following articles: Pvhhc Policy in Relation to the Wheat 
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the agricultural and general economic structure was in special need 
of help partly because it was subjected to abnormally adverse 
weather conditions; partly because the commodity concerned 
was universally produced and was characterized by a highly inelas- 
tic demand; partly because such a large percentage of the product 
had to be exported, and partly because the producers were so largely 
dependent on the income from a single commodity. Still another 
consequence of this limited supply of price-support funds is the 
necessity of using the funds in such a way as to obtain the greatest 
possible price-raising benefits. Moreover, since the funds are likely 
to be small in proportion to the price-supporting requirements, 
particular care may have to be taken to see that the methods of 
raising and spending them are the most justifiable methods in the 
minds of contributors. It might well be, for example, that the latter 
would be more willmg to support a food allotment plan aimed at 
raising the nutritional levels of low-income consumers than one de- 
signed to give direct cash payments to farmers. Whether a given 
expenditure on a food allotment programme would have a greater 
net effect in supporting farm prices than direct cash payments to 
farmers would also have to be seriously considered. 

Specialization and the Dominance of Wheat 

As is well known the specialized production of sprmg wheat in 
the three Prairie Provinces has long been a major enterprise in 
Canada’s agriculture. The reasons for this specialization are too 
familiar to the readers of this Journal to require reiteration here. 
Suffice it to say that the soil and climate combined with the natural 
topography of this area provide an unusual opportunity for effi- 
cient production of a high quality product and, in considerable sec- 
tions of the area, apparently do not invite favourable alternative 
opportunities. The general result is that, for the area as a whole, 
receipts from the sale of wheat have long formed and continue to 
form the main source of farm income. It is not surprising, there- 
fore, that the farmers in these provinces have been particularly 
concerned about wheat-marketing methods and wheat prices. 
Speaking summarily it may be said that for the first three decades 

MarJeet by H. L. Gri£Sn in the Canadian Journal of Economics & Political Science, 
Aug. 1935; Obaervatima on Canadian Wheat Policy since the World War hy H. S. 
Patton in the May 1937 issue of the same Journal; Wariime Wheat Policy in Can’- 
ada by H. S. Patton in the Nov, 194Z issue of this Journal; Dominion Aida to 
Wheat Marhehnyt by V, C. Fowke in the Aug. 1940 issue of Canadian 

Journal of Economics and Political Science 
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of the present century farmer effort was concentrated on finding 
ways and means of obtaining the largest possible part of the world 
price at which the wheat finally had to be sold.^ During the 1930’s 
emphasis shifted to ways and means of maintaining the marketing 
methods that had been developed and securing from the federal 
government sufiScient financial aid to provide at least a semblance 
of security and stability. In very recent years the real drive has 
been in the direction of a reasonable degree of price and income 
stabilization. 

It is important to note that throughout this half century of un- 
interrupted effort governments, both provincial and dominion, 
have been called upon to render assistance. The assistance given has 
varied all the way from the appointment of Royal Commissions, 
provision of grain-marketing legislation, providing loans for the 
construction of farmer cooperative elevator systems, actual build- 
ing and operating of country and terminal elevators, guaranteeing 
bank loans for cooperatives, undertaking large scale purchase of 
wheat futures in an attempt to prevent wholesale price reductions, 
guaranteeing minimum prices for wheat, making cash grants in 
specially distressed areas and, in recent years, undertaking to mar- 
ket all the wheat under government auspices and arrange annual 
or longer term contracts for the sale of wheat. This extensive degree 
of governmental intervention has not been imdertaken without 
good reason. For one thing it must not be forgotten that the suc- 
cessful and large scale development of agriculture in the Prairie 
Provinces has long been regarded by successive Canadian govern- 
ments as an absolute prerequisite of general Canadian prosperity. 
To a very large extent an economically healthy condition on the 
part of western Canadian farmers has been regarded as the best, 
and indeed only, assurance of prosperity throughout the nation. 
Western development was deliberately sponsored by the govern- 
ment not only because it was expected to supply a field for invest- 
ment and business for those providing financial and transportation 
services but also because a major market was needed for industrial 
goods manufactured in the older Central Provinces.® In the second 

* For a complete and chronological account of the development during these 
years see Agncdtural Cooperation in Western Canada by W. A. Macliitosh, 
published in 1924 by the Byerson Press. Also, drain Oroioers* Cooperation in 
Western Canada by H. S, Patton, Harvard XJniv. Press, 1928. 

* See address entitled ‘^Western Agriculture in the Canadian Economy’* by W. A. 
Maddntx)^ in Proceedings of the Conference on Markets for Western Farm 
Products, Dec. 12, 19S8. Obtainable from King’s Printer, Govt, of Manitoba, 
TOnnipeg. 
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place the very fact that dependence on wheat in the West has been 
so pronounced has resulted in a special need and demand for 
government assistance. The need has been great because wheat 
producers were a long distance from their final market; because, 
being specialized, they have been unable to spread their risk; and 
because the demand for wheat is extremely inelastic. The demand 
has arisen partly because specialists are naturally more interested 
in the marketing of their special crop than general farmers are in 
the marketing of any one of their several products; partly because 
producers felt themselves subjected to glaring marketing abuses and 
completely lacking in bargaining power; partly because they have 
realized the government’s dependence on their political support, but 
mainly because they have encountered severe economic adversity. 

In view of the current Canadian interest in agricultural price 
stabilization, it may be in order to indicate the special interest of 
the wheat growers in the concept together with the basic reason for 
this interest. The wheat growers have pioneered the way, supplied 
the real spark and applied consistent pressure in respect to price 
stabilization. While there are probably several reasons for this, in* 
eluding their large numbers and effective organization, the main 
one undoubtedly is that they, more than any other group in Ca- 
nadian agriculture, appreciate the possible maleffects of extreme 
price instability. Moreover the experience during the early 1930’s 
has convinced them and the government as well that, under con- 
ditions of drastic and persistent price decline, it is entirely impos- 
sible to operate a pooling plan in the absence of a minimum price 
guaranteed by the national government. Since pooling does serve to 
mitigate seasonal price fluctuations the great majority of producers 
have been anxious to maintaia this principle in operation. 

If the experience in the early depression years proved the neces- 
sity of government financial help in order to preserve pooling, it also 
made it clear that even the national government was unable to 
raise minimum prices above very low levels. The knowledge that 
there are defimte and early limits to the degree of price support 
which Canada unaided can give is at least partly responsible for 
this country’s readiness to participate in such undertakings as the 
four-year wheat contract with Britain or the recently negotiated 
international wheat agreement. This willingness represents a hope 
that what she cannot hope to do alone she may be able to do with 
the aid of other countries. There is, of course, another and very 
important consideration which undoubtedly helps to explain why 
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Canadian governments have been willing to experiment with vari- 
ous methods aimed at giving wheat producers a greater degree of 
economic stability. It so happens that the basic character of Can- 
ada’s resources virtually compels her to undertake large scale pro- 
duction of a few products which have to be disposed of, for the 
most part, in foreign markets. Moreover they are products which 
are particularly susceptible to immediate and pronounced drops 
in demand if and when international economic conditions become 
unfavourable. The general result is that the economy as a whole has 
been found to be inherently unstable. In view of this and because of 
the truly integral position which the wheat production enterprise 
occupies and because it is in many ways the most exposed and un- 
stable of all Canadian activities, any programme that seems likely 
to ensure a greater measure of stability in that sphere has been 
looked upon as bemg in the national interest. Furthermore the reali- 
zation that a really serious drop in wheat prices if continued is 
bound to result in wholesale transference from wheat growing to 
production of farm products which other Canadian farmers are 
producing and for which there is only a limited market may help to 
suggest why the government has felt it was good business to devote 
a major part of its total stabilization effort to the wheat situation. 
The attempt to bolster wheat prices has been, to a very consider- 
able degree, an attempt to bolster farm prices in general. Finally 
it may be said that anything in the way of price stabilization as- 
sistance which the government may jBnd it possible to give is looked 
upon as something which may at least partially offset the price- 
raising effects of the national protective tariff policy to which the 
wheat growers have been particularly subjected. 

^ Some Effects of the General Wartime Price Control Policy 

Throughout the period of the Second World War Canadian au- 
thorities enforced a programme designed to maintain specific re- 
lationships between certain prices and to prevent serious increases 
in the general price level. As is weU known the implementation of 
this price control policy required large scale substitution of direct 
and arbitrary regulations for the control normally exercised by the 
price system. When the policy was instituted in September 1939 
and for nearly two years after, farm prices were low in relation to 
prices of the things farmers had to buy. Moreover this general 
relationship had existed for many years prior to the war. Between 
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tlie start of the war and the appKcation of the general price ceiling 
in the late autumn of 1941 the rise in farm prices, on the average, 
was comparatively small and the net price position of farmers had 
actually worsened. Despite farmer protests the actual prices were 
kept at or near the ceiling levels which prevailed at the end of 1941, 
although definite and sizeable increases were permitted in a few 
cases where continuance of existing prices would have meant obvi- 
ous injustice. For the most part any additional economic induce- 
ments took the form of direct and indirect subsidies and it was not 
until after the war, when price controls and subsidy payments 
were gradually eliminated and the general world scarcity caused 
farm prices to rise, that farmers received much extra remuneration 
in the form of increased prices in the true sense. Moreover the general 
policy, when permitting price increases or granting subsidy pay- 
ments during the war, had been to offer only that amount of induce- 
ment needed to obtain a desired volume of production. 

While farmers benefited financially as the war period proceeded 
and as the volume of sales and amount of subsidy payments in- 
creased, they never became really reconciled to either the subsidy 
idea or the concept of a ceiling on their selling prices. Realizing that 
subsidy payments were bound to disappear and believing that the 
price control policy had prevented them from receiving anything 
like as much returns as they would have received under uncon- 
trolled price conditions, and realizing also what had happened to 
the price of farm products after previous wars, farmers began to 
press for some degree of protection against future possible price 
declines. Their attitude is well illustrated by the following quota- 
tion : “H Canada can mamtain a general price ceihng in wartime to 
save us from the disasters of out-of-hand inflation, our farm people 
believe that in the postwar period Canada can just as logically es- 
tablish and maintam a general price floor to save us from equally 
disastrous deflation.”* This statement makes it fairly obvious that 
the farmers were thinking in terms of postwar compensation for 
something that had been denied them during the war. It also sug- 
gests not only that they believed it technically possible for the 
government to give this compensation but that to attain this result 
it was quite in order, if necessary, for the government to employ 

* IVom an address delivered in 1942 by H. H. Hannam, President of the Canadian 
Federation of Ap-iculture The fact that this statement was made as early as 1942 
is m itself significant. 
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marketing techniques and a degree of arbitrary regulation cor- 
responding to that of the war period itself. Indeed the inference is 
that the postwar period might well constitute a peacetime emer- 
gency warranting any degree of governmental intervention that 
might be found necessary and useful. 

At this point one might enquire as to the soundness of the logic 
in the quotation cited above. This seems desirable inasmuch as 
there has never been any doubt raised in regard to the matter so 
far as this writer is aware and because the success of specific pro- 
grammes which may be partly due to its unquestioned acceptance 
might well depend on the validity of this basic claim. It is not pos- 
sible, due to lack of space, to discuss the question here in any detail. 
One may, however, raise two or three questions. For one thing is 
it reasonable to expect that Canadians generally would actually 
submit to anything hke the wartime degree of government regula- 
tion in order to meet a purely economic peacetime emergency? In 
particular would they submit to the wartime levels of taxation in 
order to provide funds for maintaining employment, purchasing 
power and farm prices? In the second place is it safe to assume that, 
in a period when **disastrous deflation” threatens, there will be as 
much national income available to bolster falling prices as there 
was in wartime to pay price subsidies? Of course the answer to 
these questions may be that no really pronounced degree of price 
support was ever contemplated and that the programme of financ- 
ing would therefore be entirely feasible. Nevertheless these ques- 
tions would seem to warrant some consideration. 

Most of the special agricultural price support programmes thus 
far provided are outlined in some detail in other articles in the 
present issue of this Journal. They include the current four-year 
wheat agreement, the operations under the Prices Support Act of 
1944, the recently-arranged plan for marketing coarse grains 
through the Dominion Wheat Board and the 1949 enabling legisla- 
tion which gives provincial marketing boards the legal authority to 
operate in interprovincial and international trade. 

In respect to the last-mentioned legislation it may be said that, 
evmr since the federal Natural Products Marketing Act was finally 
dedared unconstitutional in early 19S7, organized agriculture has 
been making annual requests for something that would act as a 
substitute and the 1949 legislation has been designed for that pur- 
pc^. Just what use will be made of it remains to be seen. The 
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insistent demand for such legislation, however, requires a word of 
explanation. The explanation is probably many-sided. Many of the 
commodities involved in the schemes which operated under the 
original Natural Products Marketing Act of 1934 and those more 
recently dealt with in schemes operated in some of the provinces 
are consumed mainly if not entirely in the domestic market. This 
might suggest that in some cases there has been a desire to raise 
the price by limiting the supplies offered for sale. One cannot but 
feel, however, that the central interest has Iain in the possibilities 
of securing a larger part of the true supply and demand price. To 
this end quite a few of the schemes have attempted to secure what- 
ever benefits collective bargaining may bring by arranging prices 
through negotiation. Where arranged in advance of production 
these negotiated prices have acted as forward prices as well. In 
other cases an attempt has been made to secure higher average 
prices by stressing more orderly marketing. In still other cases the 
emphasis has been on regulating the market in such a way as to 
raise the average quality, ^replace inefficient by more efficient 
methods, and generally reduce the marketing spread. Generally 
speaking it would appear that greatest success has been achieved 
where no really scientific market organization had previously 
existed, or where the products concerned were produced in limited 
areas and by relatively few producers or where the producers were 
strongly organized and ably led. 

Much remains to be said regarding the influence of the general 
wartime price policy on war and post-war agricultural stabilization 
efforts. There can be no doubt, for example, that the mere imple- 
mentation of that policy did much to condition the minds of farm- 
ers and governmental authorities as well to the stabilization idea 
together with the possibilities of its successful application. It is also 
true that farmers, by and large, were favourably impressed by the 
wartime practice of announcing definite prices well in advance of 
production. And it should not be forgotten that the wartime plan 
to encourage production of coarse grains, livestock and livestock 
products rather than wheat in the Prairie Provinces along with the 
determination to prevent increases in the cost of living index go far 
to explain why the government decided to take complete charge of 
wheat marketing in the autumn of 1943. At that time wheat futures 
prices were rising rapidly and would undoubtedly have risen much 
more had open market dealings been allowed to continue. 
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Effect of the ‘^National Policy'* 

In 1878 the government of Canada adopted what has ever since 
been known as the National Policy, Its aim was the gradual devel- 
opment of a more balanced type of economy. To encourage second- 
ary industries the government undertook to provide a very con- 
siderable degree of tariff protection. One general result of this policy 
has been that agriculture, which has, generally speaking, been 
unable to use the tariff to raise its selling prices, has had to pay 
prices for the industrial goods which were very considerably higher 
than would have prevailed in the absence of the tariff protection. 
The main significance of this circumstance from the standpoint of 
farm price policy is that farmers, in search of a net improvement 
in their price position, have felt impelled to place special emphasis 
on ways and means of reducing their buying prices. Price reduction 
has been sought partly through tariff reduction and partly through 
an expansion of cooperative purchasing. To some extent efforts 
have been made to offset the high prices with reduced transporta- 
tion rates. Whatever the method, the point to remember is that 
reduction of the prices which farmers have to pay has been and still 
is a most significant part of farm price policy. 

Some Final Observations 

While the most important factors influencing price policy have 
probably been mentioned, there are undoubtedly others of some 
consequence. In particular, Canada’s extreme and continued reli- 
ance on the British market has no doubt forced this country at 
times to adjust policies m line with British policies and require- 
ments. For example, the adoption of fixed annual prices in the 
Canadian-United Kingdom contracts during recent years, while 
partly dictated by the special wartime needs, has also represented 
an adjustment to the bulk purchase policy advocated and practised 
by the present British government. Another entirely different sort 
of influence that might be mentioned is the great size of the country 
and the wide diversity of farming interests and enterprises. Whether 
a price policy should favour growing all the feed grain in the West 
or feeding as well as growing it in that area or aim at discouraging 
the growing of potatoes in Ontario and encouraging the growing of 
them in the Maritimes are among the many unsettled questions in 
the minds of Canadian policy makers. In connection with this mat- 
ter the heavy transportation costs resulting from the tremendous 
haulage distances constitute a serious obstacle to rapid and effec- 
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tive geographical specialization. A final factor which exerts some 
influence over farm price policy is the particular attitude which has 
prevailed and the course which has been followed when dealing with 
the anti-combine problem. Canada^s plan of action in this connec- 
tion is in some respects unique. That, however, is a whole story in 
itself.’' 

In the light of the foregoing it may be of interest to note the 
most recent declaration of price stabilization policy of the Canadian 
Federation of Agriculture which is the official mouthpiece of organ- 
ized agriculture. In this declaration prime emphasis is placed on 
the need of maintaining full employment and maintaining demand 
abroad as well as at home.® While public works are advocated as a 
means to this end, it is seriously suggested that prices should be 
supported by subsidizing low income consumers. In fact details of 
a possible food allotment plan are provided and the view is ex- 
pressed that no other means of support would be required in the 
case of products consumed domestically. For those mainly depend- 
ent on the export market price floors are recommended. Such 
floors, however, are regarded as simply one more line of defence. 
The parity price concept is also accepted and a specific Canadian 
method of calculating parity is outlined. Of special significance is 
the suggestion that the government should not undertake to pay 
floor prices that are more than 80 percent of the parity level. The 
reason for this is not that the government could not afford to pay 
more but rather that any higher price would encourage more pro- 
duction than could be disposed of and thus lead to production 
control measures. The general idea would be that the floor price 
should be high enough to protect the farmer against actual cash 
loss. Since it would not be sufficient to cover normal overhead as 
well, it seems evident that the floor price is being thought of as 
short run protection against the extremely low prices likely to pre- 
vail during a depression or emergency period. That this list of sug- 
gestions should be forthcoming during a period when most farm 
prices are at or near record levels is perhaps the best possible evi- 
dence that the various existing stabilization measures are expected 
to have a limited life at best. 

^ For an authoritative account of Canadian anti-combine poKcy see The 
Control of Competilim m Canada by L, G. Reynolds, Harvard Univ. Piess, 1940 
Additional information may be obtained in Report of the Royal Commission on 
Price Spreads, published 1935 by Fang's Printer, Ottawa. 

* A complete outline of these proposals was given by the Federation’s economist, 
Dr, E, C Hope, at the annual convention held last January. At this convention a 
resolution embodying the proposals was presented to and endorsed by the delegates. 



FEDERAL MARKETING AND PRICE SUPPORT 
LEGISLATION IN CANADA 


A. H. Turner^ 

Canadian Department of AgricuUnire 

T he vast expansion of governmental control in the economic 
field which has taken place during the war is without parallel 
in the history of the world. Nobody doubts that in the difficult 
period of transition that must follow injocnediately upon the declara- 
tion of peace, some portion, at all events, of the control must be 
retained but on the question of how far similar control is ap- 
propriate as a permanent peace time policy, there is acute con- 
troversy.”^ Professor Pigou made the above statement at the end of 
the First World War. Government intervention in marketing of 
agricultural products is not new. For many years there has been 
controversy over the degree to which such control is desirable. The 
following opinions were e3q>ressed at the annual conference of the 
American Farm Economics Association held at Laramie, Wyoming 
in August 1949. 

“The only way to avoid governmental controls over agricultural 
production in the effort to maintain farm income in relation to the 
income of other groups is to find some way of eating surpluses. 
Falling prices have often caused production increases instead of 
decreases.”^ 

“Shall we look to the government to maintain a ^ven price 
structure for agriculture indefinitely without regard to conditions 
in the market? If so, we cannot escape ^ving to the Government 
the controls of production and sale which are needed to make such 
prices effective.’*^ 

^ Senior Economist, Economics Division, Marketing Service, Department of 
Agriculture, Ottawa. 

The author wishes to express his appreciation to other members of the Depart- 
ment of Agriculture and to C. V. Parker of the Dominion Bureau of Statistics for 
their assistance in preparation of this article. 

The article is intended to be mainly descriptive and does not attempt to appraise 
or analyse the impact of the program outlin^ except by occasional general sugges- 
tions. 

* A. C. Pigou, “Government Control in War and Peace, p. S6S, The Economic 
Jtrnnd, Vol. XXVra. 

• York Timet Almost 17, 1949. Press release of statement made by J. W. 
I^dbter of Ohio State Grange. 

* Nm York Timee, August 17, 1949. Press release oi statement made by Dr. 
Jesness, University of Hinnraota. 
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In this setting, a discussion of Canadian marketing and price 
support legislation will indicate the extent to which Canada has 
agreed to assist agriculture through governmental legislative 
marketing aids and by government action designed to lessen the 
instability of farm product prices* 

Marketing Legislation^ 

Marketing legislation in Canada has been a matter of interest 
and discussion for many years and more particularly since World 
War I. Early le^slation and marketing organization was related 
mainly to voluntary cooperative marketing, although the first 
Wheat Board in Canada was established during World War L* Ap- 
propriate legislation for grading and inspection of major agricul- 
tural products became general in the ’twenties. British Columbia 
had entered the field of greater regulation of marketing practices 
in 1937 and during the nineteen-thirties most of the provinces 
seriously considered or actually passed milk control legislation 
and regulations of one kind or another. 

AgricvUural Products Co-dperatice Marketing AcU 19S &^ — After 
the Federal marketing legislation known as the Natural Products 
Marketing Act was declared ultra vires of the Parliament of 
Canada in 1937, the government of the day decided to assist 
orderly marketing by the encouragement of pools which would 
return to the producer the maximum sales return for his product 
less a maximum margin for handling expense agreed upon in ad- 
vance. 

In 1939 the Government of Canada passed the Agricultural 
Products Co-operative Marketing Act and the Wheat Co-opera- 
tive Marketing Act, The latter has ordy been used in one year but 
the former Act, which covers the marketing of all agricultural 
products except wheat, has been used to a greater or lesser degree 
from time to time during the intervening years. 

The purpose of these Acts was to aid farmers in organizing and 

< For furtHer details on A^icultnral Marketing Legislation up to 1939 Agri- 
cultiiral Marketing Legislation, Marketing ^rvice. Department of Agriculture, 
Ottawa, 1939. 

* The marketing of wheat and the operations of the Canadian Wheat Board 
are described in another article of this senes. 

^ For further details about this Act, see W, F, Chown, “Agricultural Products 
Co-operative Marketmg Act,** 1939, p, 5, Economic Amtaltsi, VoL XVII, No. 1, 
Department of Agriculture, Ottawa. 
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administering marketing pools for the orderly marketing of their 
products. 

The Government would undertake to guarantee a certain mini- 
mum initial payment to the producer at the time of delivery of the 
product as well as a margin for handling, with sales returns being 
made to producers on a co-operative plan. This objective was to 
be accomplished under the legislation by providing for the guaran- 
tee of initial payments made for any agricultural products up to 80 
percent of the average of the previous three years" prices, the exact 
percentage to be recommended by the Minister of Agriculture, 
who would enter into an Agreement with the selling agency for the 
product. The payment to the producer was to be made through the 
sales agency on a graded basis at the time of delivery of the prod- 
uct. It is probably correct to say that voluntary co-operative pools, 
as contrasted with voluntary co-operative purchase and sales 
agencies returning patronage refunds, were few in number in 
Canada in 1939. This was partly due to the diflSiculties which con- 
fronted the Wheat Pools during the early "thirties, following their 
high initial payment on the 1929 wheat crop. 

According to the Act, a co-operative plan means an agreement 
or an arrangement for the marketing of agricultural products 
which provides: 

1. for equal returns to primary producers for agricultural products of 
like grade and quality; 

2. for the return to primary producers of the proceeds of the sale of 
all agricultural products delivered thereimder, produced during the 
year, after deduction of processing, carrying and selling costs and re- 
serves, if any; 

3. for an initial payment to primary producers. 

When a farmer or rancher delivers products for sale on such a 
basis he surrenders title to the product and acquires in exchange a 
fractional interest in a pool and will receive exactly the same re- 
turn as other participants for the same grade and quality. 

Pnder the Act agreements may be made by the Minister with 
co-operative associations, processors of agricultural products or 
selling agencies authorized to act for one or more co-operative 
associations, one or more processors or one or more associations 
and processors. It has been usual to make agreements with a selling 
agency of the latter type if one marketer does not handle a sub- 
stantial portion of the product in the area. 
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Agreements under this Act have been made with respect to the 
marketing of honey, onions, potatoes, oats, barley, flax, rye, com, 
fox and mink pelts and the following seeds, alfalfa, crested wheat 
grass, western rye grass, timothy, red clover, alsike clover, sweet 
clover and peas. 

Initial payments approved by the Minister of Agriculture have 
ranged from 30 to 70 percent of the average of the last three years’ 
prices compared to a possible 80 percent authorized under the Act. 

Thus far the Government of Canada has not suffered any loss 
under this Act except with respect to fox pelts, which product 
tends to be somewhat unpredictable with respect to its annual 
market, due to its dependence on the whims of fashion. Serious 
difficulties have accompanied the marketing of fox pelts since World 
War II, and even though initial guaranteed advances were rela- 
tively low as a percentage of three years’ prices, some loss has been 
sustained. 

This experience indicates that any service to agriculture rendered 
by this Act has been at relatively small expense to the taxpayers 
of Canada except for small administrative expenses, which in most 
cases have been taken care of as part of day-to-day administration 
of the Department of Agriculture. No additional staff has been 
acquired for the specific purpose of administering this Act. 

It would appear that the Act has been or is expected to be of 
greater service at the present time since the number of agreements 
under it has increased in 1948 and will likely show a further in- 
crease in 1949, based on the number of applications or expected 
applications by the end of August 1949. One co-operative selling 
agency engaged in the marketing of seeds and servicing more than 
a dozen local co-operatives has used the Act each year since 1939. 

In administering the Act, the Minister has required that, as far 
as possible, products should be marketed annually or in a shorter 
period of time, in order that pools might be closed out promptly. 
However, in a number of cases, stocks have been carried over for 
more than one year and in such cases the Minister has usually 
required that definite arrangements for the marketing of stocks 
carried over should be made before a new agreement is completed. 
This question of carry-over and the length of the marketing pool 
may be the one which will give the greatest administrative dffi- 
culty under this Act during periods of declining price levels. The 
government may find itself in the difficult position of having to 
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hold, through a selling agency, large stocks of products while, un- 
less a new agreement is granted, the selling agency or some other 
agency representing similar producers may come into the picture 
and finance the current year's crop without government financial 
assistance and at the same time compete with sales of the product 
being marketed under government guarantee. The government has 
as its safeguard against such possibility the fact that it does not 
pay any deficiency which may arise in the pool until after the pool 
has been closed out and all of the product sold. Further, the 
financing agency (usually a bank) becomes an interested party and 
it is not likely that it will consider further financing of the crop 
since the Minister is given some discretionary powers with respect 
to the termination of any agreement. The financing agency will 
likely try to work with the government to obtain greater security 
in financing and marketing of the particular products in the future. 

Another problem concerns the possibility of producers’ groups 
attempting to use the Act for the purpose of price support. The 
government has made it quite clear that the Act is not intended as 
a means of supporting prices but for assistance in financing the 
orderly marketing of agricultural products on a voluntary pool 
basis. As long as the administration of the Agricultural Products 
Co-operative Marketing Act and the Agricultural Prices Support 
Act (which is described later in this article) are as closely related 
within the Department of Agriculture as they are at present, this 
problem is not likely to occur in any significant degree. 

Agricultural FrodmU Marketing Act^ 1949 — ^With the enactment 
of marketing Acts in most provinces, after the Natural Products 
Marketing Act, 1934 had been declared ultra vires of the powers 
of the Government of Canada, and the development of provincial 
boards and schemes under these Acts, as well as government ex- 
port boards in wartime, little or no further pressure was placed on 
the Grovemment of Canada to pass further marketing legislation 
of this type until after World War 11. During the war years the 
government, with the cooperation of producers and trade organiza- 
tions, handled the marketing of the main agricultural products 
under a system of wartime boards set up to direct the production 
and allocation of products, to handle export contracts, and to 
control prices. 

As soon as World War II was over and government boards and 
eontrds fa^an to disappear, producer groups again began urging 
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federal legislation with respect to organized marketing. Some of 
the wartime export boards have been continued and are still 
operating in the post-war period, under the authority of the 
Agricultural Products Act 1947, with the main purpose of handling 
and ensuring fulfilment of export contracts with other govern- 
ments. This Act expires March 31, 1950. Depending on the basis 
of new export contracts the Government may at that time expect 
producers and the trade to have developed the necessary marketing 
organization to operate on their own behalf with the assistance of 
the agricultural marketing legislation which already exists.® The 
Agricultural Products Marketing Act was passed in April 1949 
and provided as follows: 

^‘The Governor in Council may by order grant authority to any 
board or agency authorized under the law of any province to ex- 
ercise powers of regulation in relation to the marketing of any 
agricultural product locally within the province, to regulate the 
marketing of such agricultural product outside the province in 
interprovincial and export trade and for such purpose to exercise 
all or any powers like the powers exercisable by such board or 
agency in relation to the marketing of such agricultural product 
locally within the province.” 

In this way it is possible through marketing boards to provide 
producer groups within a province with complete marketing con- 
trol over any commodity produced in that province. This of course 
assumes that such producer groups desire this control and can 
have their scheme approved by their own province. 

For example, if the poultry producers of Alberta wish to effec- 
tively control the marketing within the province of all or part of 
the eggs produced within Alberta, a board set up under the au- 
thority of its own provincial statutes could do so. By an applica- 
tion under the Agricultural Products Marketing Act, 1949, such 
Board could obtain an extension of its powers to give it complete 
control over the marketing outside of the province of all or part of 
the product produced within the province. 

The Agricultural Products Marketing Act, 1949, does not give 
the local marketing board any greater control over agencies outside 
the province than is possible through the control of the commodity 
by the board and whatever contractual arrangements it may make 

* The long term marketing policy for grains, which is likely to remain under 
government control boards, is described in another article in this series. 
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with such agencies outside the province. However, it does ^ve the 
board authority to take action or police those producing the 
product within the province and require them to handle the 
product in a certain manner when marketing outside the province. 

Legal opinion suggests that this is about the limit of the au- 
thority of the Government of Canada to regulate marketing under 
the present Canadian constitution, unless it wishes to engage in 
the purchase and sale of the product. 

To date the Govemor-in-Council has extended certain specific 
powers bestowed upon the British Columbia Fruit Board and the 
Nova Scotia Marketing Board with respect to apples by their 
respective provincial legislatures. It is likely by the time this is 
read that the British Columbia Coast Vegetable Marketing 
Board will also have had approval of an extension of certain of its 
powers. 

The Province of Ontario has a number of control schemes under 
its marketing Act, but it is doubtful if any extension of powers 
that would be of assistance is possible here, in most cases, since 
the boards set up in Ontario do not usually take actual control 
of the commodity. These Ontario boards simply arrange prices 
and other marketing practices by negotiation with the trade and 
make it illegal for the product to be handled otherwise within the 
province. It is doubtful that an extension of power to control 
producers shipping outside of the province could be enforced in a 
satisfactory manner, if a provincial marketing board does not 
offer to purchase, directly or through agents, the supply of the 
product which it wishes to control. 

While the legislation is new, the general idea as has been noted 
above is anything but new. By providing this legislation, the 
Government of Canada has made it possible for producers to 
organize themselves into large scale selling and market control 
units, providing sufficient numbers agree voluntarily that this is 
the best scheme of marketing and that they meet the various other 
requirements laid down by the provincial legislatures. 

Orgamzed marketing boards of this type could make it possible 
for the Agricultural Prices Support Board, whose functions are 
described briefly later in this article, to render more effective 
assistance to agriculture. This would be possible since such Boards 
would provide a means whereby the Agricultural Prices Support 
Board may be approached when the ne^ arises and also would be 
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helpful in handling any price support program where the deficiency 
payment method is used, A producers^ board of this type would 
reduce to a minimum the amount of auditing and marketing super- 
vision that would be necessary under a system of deficiency pay- 
ments by the Board to producers. The producers’ board would 
be interested in obtaining the best price possible for the product, 
even above that guaranteed by the Government, if at all possible, 
and thus would be working in the interest of the people generally 
by lowering any costs to the Government for assistance under 
price support programs. 

Price Support Legislation 

The objective of minimizing the effect of farm price fluctuations 
is not a post-war development in Canada Assistance to agriculture 
has included many kinds of payments to aid in marketing, to 
give incentives for increasing or decreasing production, to help 
pay transportation costs and to provide price premiums for better 
quality products. Most of these federal schemes of price or income 
assistance have meant the voting by Parliament of special ap- 
propriations, or the enactment of continuing le^slation relating to 
payments and special assistance for a particular commodity. 

Canadian farmers are dependent on export trade. Any attempt 
to maintain their income at a relatively high level requires main- 
taining exports at 20 to 40 percent of agricultural production. 
Prices of agricultural products that enter international trade are 
highly sensitive to changes in foreign demand and monetary and 
other conditions affecting exchange rates. During the war, over- 
seas contracts played a prominent part in Canadian agricultural 
price stabilization. A number of the government boards set up 
during wartime to carry out these contracts along with the neces- 
sary export and import controls have been continued in the post- 
war period under the authority of the Agricultural Products Act, 
1947. Overseas contracts for agricultural products in 1949 (with 
the exception of grains) still handled by Government boards whose 
authority rests in the Agricultural Products Act, 1947, include those 
for bacon, cheese and eggs. 

Agricultural Prices Support Acty 19JH . — ^The Agricultural Prices 
Support Act was passed by Parliament in 1944 and represents a 
general legislative enactment to which producers of any agricul- 
tural commodity, except wheat, may turn if need for price assist- 
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ance can be established. At the present this Act is operative until 
March 31, 1900. 

The administration of the Act is placed in the hands of a three- 
man Board, the chairman of which is an official of the Canadian 
Department of Agriculture, while the other two are representa- 
tives of Canadian agriculture. The Board has at its disposal a re- 
volving fund of $^00,000,000. which is maintained at that amount 
by annual appropriations, if there is any loss during the year, 
and, if there is any surplus, it is turned over to the Consolidated 
Bevenue Fund annually. The Board is ‘‘to endeavour to ensure 
adequate and stable returns for agriculture by promoting orderly 
adjustment from war to peace conditions and to endeavour to 
secure a fair relationship between the returns from agriculture and 
those from other occupations.” 

Unlike price support legislation in the United States, there is 
no historical price formula set out in the Act. The decisions as to 
the levels at which prices are to be maintained or the commodities 
whose prices are to be supported are left to the Board to recom- 
mend to the Government. In other words, there is nothing auto- 
matic about the Act and its application. However, it provides that 
the Board may recommend price support for any agricultural com- 
modity, except wheat, which may be designated by the Govemor- 
rn-Council, including processed meat, dairy and poultry products. 

The usual procedure is for representatives of the interested com- 
modity group to make representations to the Board and after the 
Board has studied the situation and considered the need it will 
recommend to the Government that assistance be given or reject 
the application. It will also recommend, if the application is ac- 
cepted, the prescribed price and the amount of assistance as well 
as the method of giving the support which it considers most feasible 
in the particular case. If the Government approves, then the sup- 
port program will be put into effect by the Board. 

In carrying out this procedure the Board usually takes into con- 
sideration: 

1. Historical price patterns for the commodity concerned and price 
levels at which related commodities, if any, are being supported. 

9 ^ The basic caAjtse of the price or income decline and the supply of the 
commodity. 

3. The long term market possibilities for the product. 

4. The problems of storage and disposal likely to be involved. 

0. The tehd^ive efficiency of the producers concerned fdong with possible 
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alternative sources o! income as well as the number of producers af- 
fected* 

6* The implication of the precedents which are being established* 

The Boards as a rule, prefers to have and may request the com- 
modity group itself to suggest solutions to the problem on a long 
term basis. The ability and willingness of such group to carry out 
the suggested solutions is regularly appraised by the Board in 
considering its recommendation. 

With this flexibility of operation, it is possible to use a variety 
of approaches with resx)ect to solving the marketing problems re- 
lating to the different products that may require to be supported. 

The Board can recommend assistance or support by either of 
two methods, in accordance with the Act: 

1. Outright purchase. 

Underwriting the market through guarantees or deficiency payments. 

The latter method has been used to date only where marketing 
boards with experience in handling the commodity have been 
established by the commodity group concerned. 

While outright purchase has been the general policy, there have 
been a number of variations in approaching such purchase, includ- 
ing the following: 

(a) An offer to purchase all of the commodity as produced and offered 
at a price fixed in advance of production. 

(b) An offer to purchase up to a limited quantity of the product and 
thus relieve the market of the surplus until a price adjustment takes 
place. This may involve the Board undertaking to withhold from the 
market the purchased portion of the commodity, at least tem- 
porarily. 

(c) The purchase of all offers of the commodity already produced be- 
tween specified dates, usually towards the dose of the marketing 
year. 

(d) The purchase of an additional quantity of a product for a buyer’s 
account in order that a sufficient total quantity to relieve the surplus 
situation in the market may be removed, even though the buyer 
may obtain a bargain through receiviug a larger quantity of the 
product at a discount price. 

For the most part, the Board has not offered an overall price 
support program which would accept the product as produced for 
market, butter and cheese being the two exceptions. In the case of 
butter, the Board was continuing a policy which had been estab- 
lished earlier imder wartime regulations and was also dealing with 
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a product wHcL. is normally consumed in its entirety in the do- 
mestic market. Temporary marketing adjustments, due to a pre- 
vious short supply situation in butter and the introduction of 
margarine for the Canadian consumer with the uncertainties 
created seemed to require some stabilizing factor to protect the 
producer against extreme price fluctuations. In the case of cheese, 
a floor price was fixed in advance to December 31, 1949, in lieu 
of a Government commitment to purchase cheese throughout 
the .1949 cheese marketing year, in order to fill the contract with 
the United Kingdom. The cheese contract was filled earlier than 
anticipated and the Government has fulfilled its commitment by 
arranging for the Agricultural Prices Support Board to continue to 
purchase any cheese offered at the contract prices for the balance 
of 1949. 

The Agricultural Prices Support Act, although passed in 1944, 
did not become operative until 1946. Since that time its operations 
have included assistance to a number of products under varying 
circumstances and at different periods of time. 

Potatoes — In 1946 and 1948 assistance was given to the potato industry 
at a cost to the Government of approximately $170,000 in 1946 and 
$1,600,000 in 1948. In 1946, sales to the British Ministry of Food after 
the price support program had been established, relieved the market to a 
sufficient extent to require the Government to accept only a slight loss on 
the purchase of potatoes for re-sale to processmg plants. These potatoes 
were purchased at $1.50 for a 165-pound barrel (91jiper 100 lb.) for field 
run potatoes containing at least 70 percent Canada No. 1 grade for re-sale 
to starch processing plants at $1.00 per barrel (61 ^ per 100 lb.). In 1948 
the program was based on the purchase of potatoes in designated areas in 
the Maritime Provinces at $1.15 per hundred pounds for Canada No. 1 
grade potatoes held on farms after April 1, 1949, and no applications for 
purchase to be accepted after May 31, 1949. Less than three percent of the 

1948 production of potatoes in Canada were purchased under this pro- 
gram, and towards the end of the purchase period, prices firmed in the 
market and the Government was able to re-sell some potatoes to the pro- 
ducers for the same price which they had received. In both years the sup- 
port program was applicable only in certain parts of the Maritime 
Provinces, where the removal of some commercial surpluses stabilized the 
Canadian market generally. 

In 1947, 1948 and 1949, the Agricultural Prices Support Board 
extended assistance to the apple growers in Nova Scotia and m 1948 and 

1949 to the apple growers m British Columbia. For many years prior to 
the war. Nova Scotia apple growers had been shipping the bulk of their 
crop to the United Kingdom. This market was lost to them on account of 
the war and the Govemment has given some assistance in practically 
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every year since 1939, although, it was not until 1947 that the Agricul- 
tural Prices Support Board entered this picture. In 1947 and 1948 the 
method of support consisted of a system of guaranteed prices, with the 
payment of any deficiency to the marketing boards in the provinces con- 
cerned being made after the apple marketing season was completed. In 
1949 the Agricultural Prices Support Board has purchased through the 
British Food Mission in Canada an additional quantity of apples which 
it has given to the British Ministry of Food on a dollar for dollar basis up 
to a total amount of $1,500,000. The apple price support program m 1947 
cost approximately $3,000,000 while that of 1948 cost in the neighbour- 
hood of $1,500,000, with most of the direct assistance going to Nova 
Scotia apple growers in each year. Indirect benefits of the program were 
received by all apple growers in Canada due to the support given surplus 
production areas. 

Dried White Beans — order to assist the growers of the 1948 crop of 
dried white beans, the Government, through the Agricultural Prices Sup- 
port Board, purchased about 40,000 bushels of beans for refugee relief at 
a price of $3.75 per bushel delivered to bean warehouses, plus necessary 
cost for processing, grading, bagging, loading, inland and ocean freight 
charges, at a cost of approximately $195,000 In establishing this support 
program, a maximum limit of expenditure of $200,000 was set. The Bean 
Growers Marketing Board of Ontario was successful in selling the balance 
of the product in the domestic or export markets. 

Extracted Honey — In order to relieve a surplus resulting from a high pro- 
duction per hive in 1948 and the fact that overseas markets had not been 
regained for Canadian honey m the post-war period, the Board agreed to 
purchase up to 5,000,000 pounds out of a total production of 45,000,000 
pounds of 1948 honey, offers to be accepted from May 15 to July 31, 1949. 
The Board actually received offers of only about 3,000,000 pounds, which 
it pmrchased at a cost of approximately $350,000 Up to September 15, 
1949, distribution and sales policy was limited to providing price quota- 
tions on request for quantities which could be exported from Canada. 

Butter — On April 1, 1949, the Agricultural Prices Support Board offered 
to purchase butter produced m Canada at prices ranging between 57i 
and 59 per pound for first grade butter, at various delivery points. By 
the end of August 1949, the Government had purchased in the neighbor- 
hood of 45,000,000 pounds of butter. Durmg August the position had 
become sufiSciently clear for the Board to announce a general price jpolicy 
up to March 31, 1950. The sellmg price during the present support period, 
which ends on March 31, 1950, will not be less than cost plus storage 
charges As soon as the Government announced this policy, the trade be- 
gan to enter the market and make their own purchases and store some 
butter. However the Board will have most of the available butter to dis- 
tribute during the short supply winter months. 

Dry Shimmed Milk — ^In May, 1949 the Board announced a purchase 
program for first grade dry skimmed milk up to a maximum expenditure 
of $1,000,000, prices to be 9.5^ per pound for roller process and 10.75 per 
pound for spray process powder, fob. country points. The Government 
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purchased the maximum amount under this program and still held the 
skim milk powder at September 15, 1949, although it is expected to trans- 
fer it for foreign rehef purposes or sell it in export markets, in the near 
future. 

Cheddar Ohees&-^n August 24, 1949, the Government announced that 
the Agricultural Prices Supi)ort Board would continue to purchase cheddar 
cheese produced in Ontario and Quebec on and after August 1, 1949, on a 
similar basis to that on which the purchase of cheese for the British Min- 
istry of Food had been carried on up until that time, at a price ranging from 
29f^ to SOfi per pound for various grades, f o.b. factory. 

Up until March 31, 1949, the operations of the Board had cost 
the Government of Canada approximately five million dollars 
including administrative expenses as compared with a total in- 
come from the 1946-48 production of all Canadian farm products 
of approximately six billion dollars. 

Throughout its operations, the Board, as far as possible, has 
anticipated probable needs by stud 3 dng situations that would ap- 
pear likely to lead to requests for action. The staff of the Eco- 
nomics Division of the Department of Agriculture, assisted by 
personnel provided by the Board, has been requested to study 
production and marketing trends and to keep the price situation 
under constant review. When actual operations begin, the com- 
modity divisions of the Department of Agriculture are the active 
agents of the Board in carrying out the purchase programs. To 
date the Board has not had large scale distribution and merchandis- 
ing problems to handle, but with the approaching distribution 
problem for butter, such policies will have to be developed. As a 
start the Board has acquired the services of a distribution manager 
who in the first instance will work closely with the commodity 
divisions of the Department of Agriculture and other Departments 
of the Government as well as with the trade. 

“There is pretty general agreement that the operations of the 
Board to date have been quite successful. Prices of commodities 
dealt with have been stabilized and producers have been able to 
market their products without the serious price declines that 
threatened. The stability ensured by purchase programs and 
guarantees has permitted the trade to purchase with confidence 
and there is evidence that where declining prices had already re- 
sulted in delayed purchases, products have moved freely to market 
once a stabilized price was obtained. 

“It is understood that the Board has not encountered any serious 
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difficulties that may be directly attributed to its method of opera- 
tion or to the Act itself. It has experienced the kind of problems 
that are likely to be associated with any stabilization program in- 
volving purchases of products. To what grade or class of product 
should support be offered in order to have the desired effect on the 
total volume of the product? Will a program applied to a highly 
specialized surplus producing area have the desired effect on prices 
elsewhere? Should products from areas where support is in effect 
be marketed in competition with those of non-support areas, and 
how? Should an expensive by-product processing program be under- 
taken in order to preserve products when there is little or no chance 
of recovering the financial outlay or when it is difficult, if not im- 
possible, even to give the by-product away?’’’ 

With respect to the termination of the Act, most people will 
agree that the idea of stipulating the transition period in the Act 
was to provide against the maladjustment between the primary 
producer and other industries which historically has occuired in 
the first few years following wartime inflation. 

**What the Act really visualizes is the possibility of marketing 
difficulties and the need for adjustment in supplies of different 
products rather than the complete absence of markets. The Act 
recognizes, in short, a national obligation to use the resources of the 
entire country to maintain price stability for agriculture during a 
period when most of the economic improvement of recent years 
could be wiped out by causes completely beyond the control of 
farmers. I think we all recognize now, that even though major 
nations are bending their energies toward building a stable post- 
war economy, there is no certainty of immediate success and, there- 
fore, each nation must guard the position of its own people, while 
making every possible contribution toward developing sound inter- 
national relationships.”^’ 

As to the future, contracts in some form or other will likely con- 
tinue to take a prominent part in any Canadian agricultural price 
stabilization program, even though they may or may not be carried 

• These quotations have been taken from an address delivered by Dr. J. F. 
Booth, Associate Director of Marketing Service, Donfinion Department Agri- 
culture, on June 21, 1949, at the 1949 annual meeting of the Canadian Asprkull^ftl 
Economics Society. 

This statement was made by J. G. Taggart, now Deputy Minister of Agricul- 
ture and at the time Chairman of the Agricultural Prices Support Board, at the 1946 
annual meeting of the International A^ocdation of Milk Control Agencies in Mont- 
real. 
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tkrough by a system of Government boards as they have been dur- 
ing wartime and in the immediate post-war period. Uncertainty in 
the export field due to exchange problems, along with general 
recognition that agriculture should receive some assistance to 
protect it from price and marketing catastrophes, make it appear 
likely that the Government will extend the Agricultural Prices 
Support Act beyond its present expiration date. 

Conclusion 

There exists considerable legislation in Canada on a federal and 
provincial basis, which gives governmental agencies and farmers 
the power to take measures for controllmg the marketing of farm 
products. These include provincial marketing and milk control 
legislation, the Agricultural Products Co-operative Marketing Act 
and the recently passed Agricultural Products Marketing Act, 
the latter two being described in this article. This legislation was 
primarily to provide for orderly marketing techniques rather than 
price support measures. 

Canada has also, through legislation and in other ways, given 
other marketing aids such as those related to research, education, 
information, inspection, grading and many other service measures 
of this type designed to assist in correcting the maladjustments 
within agriculture and between agriculture and the rest of the 
economy. 

Finally, Canada has passed legislation that combines marketing 
with provisions for minimum prices for farm products. This in- 
cludes the Agricultural Prices Support Act, the Canadian Wheat 
Board Act and the Agricultural Products Act, the first of which 
has been described in some detail in this article. The overall pur- 
pose of this legislation is to reduce price instability and indirectly 
to have a steadying influence on farm income. 

The current agricultural prices support program for aU farm 
products is of an ad hoc nature (fuU consideration for each product 
at the time of discussion) contrasted with the use of a parity or some 
other formula. The price offered by the Board is not necessarily the 
current market price. The advantage of this procedure is that it 
allows for a price decision for each commodity on the basis of the 
current domestic and export position and gives the Board a greater 
scope in arriving at the immediate support price level. A (disadvan- 
tage from the farmers' point of view may be that it does hot in all 



Canadian Marketing and Pbice Sdppobt 


609 


cases provide a forward price which might be helpful in guiding 
farmers in their production plans, 

‘‘Every farmer would like to have 90 percent support and no 
controls if he thought it could go on forever and there would never 
be a day of reckoning, but it won’t go on and it can’t go on because, 
by the very nature of things, high rigid agricultural prices become 
in themselves incentives to production. In these days when prices 
of agricultural products and levels of agricultural supports seem to 
be of overwhelming interest, we may remember that price is only 
one of the parts and sometimes one of the least significant parts of 
a real national program for the long-range welfare of the farmers of 
thisland.”ii 

Canada is trying to meet its general agricultural marketing and 
price problems by means of legislation such as that described in 
this article, since it would appear that in the long run agriculture 
in Canada needs assistance in: 

1. Shifting production from time to time to conform with export 
demand so that an adequate volume of exportable products 
may be maintained. 

£. Maintaining production facilities for certain commodities 
during temporary periods of marketing difficulties, 

3. Providing some program of assistance to supplement general 
government policy during periods of depression. 

Press statement of a talk given by United States Senator Anderson to the 
American Inaitute of Co-operation m August, 194S9, as published in the American 
Farm Bureau Federation OflScial News Letter, September 5, 1949, 
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T he provincial governments of Canada have been experiment- 
ing with marketing boards and schemes to an increasing 
degree since British Columbia first passed “The Produce Marketing 
Act’* in 1927. The general objective has been the supplementing of 
free market pricing by government sponsored boards of grower 
representatives under a provincial marketing commissioner. For 
some products the desire for higher farm incomes from “orderly 
marketing” within the year has been the motive. For other prod- 
ucts, the farm groups have sought higher prices through compul- 
sory bargaining and arbitration between representatives of the 
numerous farmers, and representatives of the relatively few pro- 
cessors or distributors who were presumed to have monopolistic 
powers of bargaining, and were allegedly taking abnormal profits. 
Through boards set up under the laws of the province with powers 
of compulsory arbitration, farm producers have sought to bring 
their own members into line, and to bargain collectively with the 
distributors or processors who were a bottleneck link with the con- 
suming public. At the request of a group of producers who wish to 
market their products through a marketing scheme, a poll is con- 
ducted by the provincial department of agriculture. If the poll 
shows a majority of at least two-thirds in its favour, the scheme 
is proclaimed and all producers of the product concerned are there- 
upon compelled to comply with its terms. The chairman of the 
schemes has been the marketing commissioner who heads up a 
board of farmer members representative of the major producing 
areas. This board bargains with the representatives of the proc- 
essors or distributors of the product, and in the case of a dispute 
can refer it to a governmental arbitration board which makes a 
decision binding to both parties. Minimum prices may be set, and 
the channels, quantities and qualities of marketings laid down. In 
many respects this procedure is peculiar to the Canadian provinces. 

General History and Background 

The first marketing act of the British Columbia legislature fol- 
lowed a four year period of low and erratic prices for tree fruits. 
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and declining support for the voluntary co-operative which was 
handling the bulk of tree fruit sales. Under the Act, minimum 
prices were set and the rates of marketing prescribed. Levies were 
imposed on the producers to cover the costs of operation of the 
board. This Act was ruled unconstitutional in 1931 on the ground 
that it sought to regulate interprovincial trade, a Federal Govern- 
ment responsibility. A companion act, “An Act for the Relief of 
Dairy Farmers, 1929,” was ruled unconstitutional in 1932 because 
the equalization fees on the producers of milk in the Lower Fraser 
Valley were held to be indirect taxes, and hence beyond the 
taxing powers of the provincial governments. When the Federal 
Government passed the Natural Products Marketing Act in 1934, 
British Columbia immediately passed a provincial Natural Prod- 
ucts Marketing Act in the belief that powers not resident in the 
Federal Government would ipso facto be covered by the provincial 
legislation. In the years 1934 and 1935, marketing boards were 
established in most provinces under the federal act. British Colum- 
bia and Ontario participated to a greater degree than the other 
provinces, and since 1935, have proceeded with provincial market- 
ing boards with aims similar to those embodied in the federal legis- 
lation. Nova Scotia has put into efifect schemes covering apples 
and wool under an act of 1946. Alberta has an act of regulatory 
features covering poultry marketing. Saskatchewan possesses simi- 
lar legislation but it has not been put into effect. This brief survey 
of the background of the marketing boards indicates their gradual 
development in the Canadian provinces. 

In many respects the agricultural commodity groups participa- 
ting in marketing boards resemble the organized labour unions in 
their regional collective bargaining. Whereas labour unions must 
expand their membership by persuasion, the operation of schemes 
is commenced by a two-thirds vote of approval bv the farmers, most 
of whom may be largely passive to the objectives of their leaders.^ 
The compulsory fees on each unit of product sold by the farmers 
compare with the compulsory check-off of the unions, while the 
compulsory arbitration by government represents more than the 
mediation services provided by the Departments of Labour. The 
processors under the marketing boards can decide how much of 

^ This is the admiiustrative policy, rather than the legal reqtiirement. Vide 
speech of Mr G. F. Perkins, Chairman, Farm Products Marketing Board of On- 
tario, March 14, 1949 No legal requirement is stated in the British Columbia Act. 
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the product they will buy, just as the employers of labour agree to 
the wage rates and other conditions, and then hire the number of 
labourers which they regard as most profitable to their business. 
The similarities to labour unions are very pronounced. 

The Dominion Natural Products Marketing Act 

During the fifteen years preceding the Natural Products Market* 
ing Act of 1934, farm prices and incomes had fallen severely in a 
nation heavily dependent on the exports of primary products. Not 
only had farm incomes declined from 1920 to 1922, but the recovery 
in raw materials prices to 1929 had been modest. The depression 
began in 1929 and from then until 1933 intensified. Farmers looked 
for some means or other of resisting the fall in their incomes and 
turned to marketing adjustments, as United States had done under 
the Federal Farm Board in 1929 to 1931, and as British Columbia 
had attempted to do in 1927 to 1932. During the 1920^s, and espe- 
cially from 1927 to 1929, Canada had undergone a burst of consoli- 
dation in its food products industries. Canadian Canners had ab- 
sorbed many small canning companies; Canada Packers was formed 
as a holding company in 1927; Western Canada feared the Nash 
combination which was dominant in the sale of fresh fruits and 
vegetables in the four western provinces. In part these consolida- 
tions represented larger firms absorbing the smaller ones which had 
excess capacity, but farmers were suspicious of the reduced number 
of buyers for their products. British Columbia had already experi- 
mented with marketing controls which established bilateral bar- 
gaining of the farmers^ selling monopoly and the processors’ or 
distributors’ group. The Boyal Commission on Mass Buymg and 
Price Spreads in its hearings m 1934 had pubhcized certain aspects 
of large-scale buying which convinced farmers that the incidence 
of the depression was falling with undue severity on the prices of 
their raw products. For reasons such as these, Canadian agriculture 
supported the passage of tihe Natural Products Marketing Act by 
the government of Canada in 1934. This legislation applied to 
interprovincial and export trade. On the whole the farm groups 
which took advantage of the Act were already organized, the least 
depressed, and in small contiguous areas. British Columbia raw 
material producers took greatest advantage of the Act. The follow- 
ing schemes serve as illustrations: British Columbia Tree Fruit, 
British Columbia Red Cedar Shingle, British Columbia Dry Salt 
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Herring and Dry Salt Salmon, Milk Marketing of the Lower 
Mainland of British Columbia, British Columbia (Interior) 
Vegetable Marketing, British Columbia Coast Vegetable Marketing, 
British Columbia Halibut Marketing, British Columbia Hot- 
house Tomato and Cucumber Marketing, British Columbia Small 
Fruits and Rhubarb Marketing and the British Columbia Sheep 
Breeders* Marketing Scheme.® Ontario producer groups cov’ered 
by the Natural Products Marketing Act included Ontario Flue- 
Cured Tobacco, Western Ontario Beans, Ontario Cheese Patrons 
and Ontario Burley Tobacco. Certain schemes cut across provinces 
such as the Fruit Export Marketing, Eastern Canada Potato 
Marketing, Canada Jam Marketing, Processed Berry Market- 
ing, Dairy Products Marketing Equalization, and the Butter 
Export Stabilization schemes. The only purely Maritime Scheme 
was the Grand Manan Smoked Herring Products of New Bruns- 
wick. The export schemes (dairy products and butter) attained 
very little experience. 

The boards administering the schemes were allowed to advise 
on tariff policy. They had powers to regulate marketing, to es- 
tablish pools, and to levy license and equalization fees on proces- 
sors and farm producers. It will be observed that the schemes were 
heavily weighted by British Columbia products which were pro- 
duced in clearly defined, semi-isolated agricultural districts, where 
bottlenecks existed in processing or packing establishments, or in 
transportation outlets. The Ontario and Grand Manan schemes 
also applied to clearly defined areas in the case of beans, burley 
tobacco, flue-cured tobacco, and smoked herrings. 

As an illustration of the seeing of the time of marketing, the 
British Columbia Tree Fruit Scheme authorized the monthly 
release of apples. The places of marketing were prescribed in the 
Ontario Cheese Patrons Marketing Scheme, All cheese was to be 
sold at auction on local cheese boards in order to ensure a greater 
degree of competition between the buyers of the product. The 
quantity of product marketed was prescribed under the British 
Columbia Salt Fish and Red Shingles Marketing Schemes. Mini- 
mum grades were set under the British Columbia Tree Fruits and 
Eastern Canada Potato Marketing Schemes. The method of distri- 
bution was determined in part by the Eastern Canada Potato 

* YUe E. M. Clement, ei al , “The Regulation and Control of Marketing,” pp, 
217-231, The Economic Organvsaiion cf Canadian AgrumUure, 
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Marketing Scheme where sales on consignment by dealers were 
forbidden. Tolls on sales were generally collected when the product 
was received by the distributors or processors. Regional repre- 
sentative boards operated within the limits prescribed by the 
Dominion Marketing Board. 

The legality of the Natural Products Marketing Act under the 
British North America Act of 1867® was referred to the Supreme 
Court of Canada in November, 1935. After that date no further 
boards or schemes were established, and in effect the Act came to 
an end, In June 1936 the Supreme Court of Canada ruled that the 
Act was unconstitutional {uLtra vires of the Federal Government). 
In January 1937 the Legal Committee of the Privy Council in the 
United Kingdom, the highest legal authority on constitutional 
matters, upheld the Supreme Court of Canada’s decision, and as a 
result the boards established under the Natural Products Market- 
ing Act were disbanded. 

The Provincial Boards and Schemes 

British Columbia’s Natural Products Marketing Act of 1934 
continued in force, and in a reference to the Supreme Court of 
Canada in November 1938 was held to be within the powers of the 
provincial government. Certain schemes have been continued in 
British Columbia under this act, notably the British Columbia 
Tree Fruit Marketing Scheme, the British Columbia Coast 
Vegetable Scheme, and the British Columbia Interior Vegetable 
Scheme. In Ontario the Farm Products Control Act was passed 
in March 1937 to allow marketing schemes to continue under 
provincial authority in that province. Almost immediately the 
Ontario Cheese Producers’ Marketmg Scheme was put into effect. 
Shortly afterwards the asparagus, pear, plum, cherry, and peach 
growers came under schemes for that part of their crops which 
went into processing. Significantly the Ontario Flue-Cured To- 
bacco Growers and the Ontario Burley Tobacco Growers did not 
set up schemes under the new provincial le^slation. Instead they 
incorporated themselves under the Ontario Companies Act, and 
have handled their own price negotiations, acreage allocations, and 
marketings of tobacco ever since. 

• The British North America Act of 1867 incorporated Canada as a federal^union. 
The powers of the provinees were listed, with remaining powers to the federal gov- 
Judicial dedrions haye further defined the powers, and established prece- 

deaacts. 



Provincial Marketing Schemes in Canada 


615 


The Ontario products now covered by marketing schemes in- 
clude the following annual crops: tomatoes, peas, green and wax 
beans, sweet com, beets, carrots and cabbage for processing, dry 
field beans, seed com, soya beans, new potatoes and sugar beets. 
Raspberries and strawberries for processing are representative of 
short run crops. Asparagus, peaches, pears, cherries, plums and 
grapes for processing represent perennial crops. The other products 
covered are cheese, hogs and cream. The dates of introduction of 
the schemes indicate that since 1044 the boards have expanded 
considerably. The schemes in force in mid-1949 are: 

The Ontario Cheese Producers^ Marketing Scheme, 1938 
The Ontario Asparagus Growers* Marketing Scheme, 1938 
The Ontario Pear, Plum, and Cherry Growers^ Marketing Scheme, 1938 
The Ontario Peach Growers* Marketing Scheme, 1938 
The Ontario Sugar Beet Growers* Marketing Sdieme, 1942 
The Ontario Seed Com Growers’ Marketing Scheme, 1944 
The Ontario Berry Growers* Marketing Scheme, 1944 
The Ontario Bean Growers* Marketing Scheme, 1944 
The Ontario Vegetable Growers’ Marketing Scheme, 1946 
The Ontario Hog Producers’ Marketing Scheme, 1946 
The Ontario Cream Producers* Marketing Scheme, 1947 
The Ontario Grape Growers’ Marketing Scheme, 1947 
The South-Western Ontario New-Potato-Growers’ Marketing Scheme, 
1948 

The Ontario Soya Bean Growers’ Marketing Scheme, 1949 

As previously indicated, provincial marketing acts have been 
passed in Alberta, Saskatchewan, Nova Scotia and New Bruns- 
wick. Alberta has instituted a poultry marketing board, but its 
powers have been purely regulatory with a view to improving the 
quality of poultry and eggs. New Brunswick’s Act has not extended 
»eyond the continuation of the Grand Manan Smoked Herring 
Products scheme. The degree of use of marketing legislation varies 
considerably within Canada. 

General Powers of the Boards 

Under the marketing boards, as presently constituted, the usual 
procedure is to set up provincial boards and to establish districts 
with representatives from each district on the provincial board. 
The provincial boards can establish local boards which serve in an 
advisory role. The boards have power to investigate, arUtrate, ad- 
judicate upon, adjust or otherwise settle any dispute between pro- 
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ducers, processors, distributors or transporters of farm products, or 
between any two such classes of persons. They may investigate the 
cost of producing, processing, distributing and transporting any 
farm product, prices, price-spreads, trade practices, methods of 
financing, management, grading, pohcies and other matters relat- 
ing to the marketing of farm products. They may do such acts and 
make such orders and directions as are necessary to enforce the ob- 
servance and carr3dng out of the provisions of the Act, the regula- 
tions, and any scheme. They may establish price negotiating agen- 
cies for any scheme and adopt or determine fair or minimum prices 
for any regulated product, or any grade of a registered product. 
They may exempt from any scheme or any order or direction of the 
Board, any person or class of persons engaged in the producing or 
marketing of any regulated product or any class, variety or grade 
of regulated product. They may require persons engaged in the pro- 
ducing or marketing of a regulated product to register their names, 
addresses and occupations with the Board; require such persons to 
furnish such information in regard to the regulated product as the 
Board may determine, and inspect the books and premises of such 
persons. They may require the furnishing of security or proof of 
financial responsibility by any person engaged in marketing a regu- 
lated product. They may refuse to grant any license for any reason 
which the Board may deem sufficient. Persons may be prohibited 
from engaging in the marketing or processing of any farm product 
except under the authority of a license issued by the Board. The 
Board may suspend, revoke or refuse to renew any license for failure 
to observe, perform, or carry out any of the provisions of the Act, 
and the regulations of any scheme, or any order or direction of the 
Board. In every case the applicant shall be afforded an opportunity 
of appearing before the Board to show cause why such license 
should not be suspended or revoked or why such renewal should not 
be refused. The Board may, by such means as it may deem proper, 
sthnulate, increase or improve the marketing of farm products. The 
commodity boards may require the licensing of persons engaged in 
marketing or processing, and may prescribe the license and equali- 
zation fees. They have the power to collect, use and return service 
charges or equalization fees on farm products. Under the British 
Columbia Act, loans may be granted to assist the construction of 
storage facilities, A feature of the British Columbia boards is their 
emphasis upon having all sales go across one desk to the distribu^ 
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tors, together with a pooling of sales throughout the season. These 
powers are substantially similar in all provincial acts, but the ex- 
tent of use varies greatly between provinces. 

In practice the license fees on processors or distributors have been 
purely nominal. The administrators have been guided by the experi- 
ence of the Act for the Relief of Dairy Farmers (British Columbia) 
where the license fees were held to constitute indirect taxation and 
to be vltra vires of provincial authority. Moreover, the Agricultural 
Adjustments Act of the United States had been thrown out in 1936 
on the issue of processing taxes. By negligible processors’ fees, the 
provincial Marketing x4cts in Canada are not liable to such a j'u- 
dicial reverse. The fees collected under provincial acts have come 
from farm producers, although they are deducted by the processors. 
The following fees collected in Ontario in 1948 or in the 1949 
schemes authorized to date may serve as illustrations: 

cheese — 5 cents per hundredweight of cheese 

hogs — 2 cents a carcass 

peaches for processing — 40 cents a ton 

cream — 1/10 of a cent per pound of butterfat 

sugar beets — 3 cents per ton delivered to processor 

South-Western Ontario new potatoes — 1 cent per 75 poimd bag 

berries for processing — 1/10 of a cent per quart 

beans — 2 cents per bushel license fee 

38 cents per bushel equalization fee 
asparagus for processing — J cent per pound 
seed com — 2 cents per bushel 
soya beans — | cent per bushel. 

General A'p'praisal of the Schemes: Their Value and Significance 

Since the marketing boards and schemes are in force in several of 
the Canadian provinces, and are supported to some extent by the 
three major political parties of Canada, it is appropriate to examine 
their objectives and their administration. Already Ontario and Brit- 
ish Columbia have had over a decade of experience. Ontario will 
be used as the main illustration. 

1. Many schemes were launched out of the conviction that price 
gams could be secured if some intermediate bargaining agency 
could be set up between the numerous farm producers and the few 
buyers or processors. Especially if there was one dominant buyer, 
the small sellers and their local agents could, through organization, 
avoid taking a low price or a narrow margin for their produce. 
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For the monopoly buyer, there is undoubtedly an upper limit to 
the price that he will pay, and a lower price at which farm producers 
may be induced to sell. The margin which is the monopoly gain to 
the buyer is something that the sellers may be able to extract under 
pressure. The sellers may also feel that their centralized board can 
carry price determination out from the consuming or processing 
centres to the production areas. Perhaps some gains in price have 
been attained for producers by their consolidation under a market* 
ing board. They might equally well be attained through a selling 
co-operative. Certainly our city labourers have felt impelled to form 
their trade unions for similar reasons so that the buyer of labour 
service might be faced by one selling agency rather than hundreds 
or thousands of freely competing labourers. On the other hand it 
may be impossible for a central selling agency to attain any gains 
through such bargaining. If there are a few large buyers of farm 
produce, each one anxious to maintain his share of the market, 
and each determined not to let the others get a price advantage 
(and a profit opportunity) by buying cheaply in one or more local 
markets, then the market prices will approximate the competitive 
level. Surely this situation is fairly typical, and since it is general, 
the gains from bilateral bargaining are probably very slight in 
many cases, and the cost of operating the boards may be a clear 
deduction from the income that farmers would receive, especially 
during sellers’ markets and rising prices, as in the period since 
1941 .* 

2. Frequently the argument is raised that the marketing schemes 
are the essence of democracy as the individual farmers can vote a 
scheme into effect, or can vote its termination. In fact most On- 
tario schemes have been inaugurated by wide majorities. It should 
be remembered, however, that a majority of a commodity group 
is almost inevitably a minority of all farmers and inevitably a 
minority of the total population. There is no guarantee that pro- 
ducers are acting in the public interest, or in the consumer interest 
through the price policy of the schemes. The most that can be said 
is that democracy exists within the group itself. Moreover, the mar- 
keting acts do not contain specific provisions for the re-polling of 
producers to ascertain if the schemes have a continuous broad 
base of support. This would seem to be a large oversight. 

* Tida W. Baum, Priomg in iJiB Tchaeco Auction, Proceedings of the Annual 
Meeting of the New England Besearch Council on Marketing and Food Supply, 
AinE 14-15, im. 
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3. To some extent the operation of marketing schemes in On- 
tario has encouraged cost studies of labour, equipment and material 
inputs into crop production. Certainly cost and farm management 
studies were conducted previously, notably in fluid milk production, 
but to assist in price negotiations producer groups have asked for 
and received assistance in cost studies of canning corn, peas and 
tomatoes. To some extent the changes in costs are considered when 
bargaining for contract prices, while the farmer’s cost position has 
encouraged him to examine his production practices. This has con- 
tributed to improvements in farm management, and as such is 
highly welcome. 

4. A third aspect of the marketing schemes has been the extent 
to which the contract prices have served as forward prices. For 
certain of the schemes, notably cheese, cream and hogs, no effort 
has been made to implement forward prices. For annual crops such 
as sweet corn, peas, beans, and tomatoes, the floor prices are gener- 
ally determined between January and the middle of March, in 
time to influence plantings. In 1049, however, disputes over prices 
and related conditions led to deadlocks between producers and proc- 
essors, and the price which came out of the arbitration proceed- 
ings left little time for adjusting farm plans. The floor prices for the 
season have provided a measure of price assurance to farmers, and 
the opportunity to balance the income alternatives of one crop 
against another. For tree fruits such as cherries, plums and peaches, 
the price negotiations await knowledge of crop conditions. For 
Ontario new potatoes, and British Columbia fresh vegetables, re- 
turns are calculated on the basis of the receipts from pooled sales. 
In such cases, the prices represent bargaining alone, with no oppor- 
tunity to alter annual production. On the criterion of forward pric- 
ing, the marketing boards have had a somewhat irregular record, 

5. The required conditions for the institution of a marketing 
scheme in Ontario suggest limitations to their application and use- 
fulness. In the Report of the Minister of Agriculture (Ontario) 
for 1044 three considerations were mentioned in the establishment 
of a scheme. First, each proposed scheme had to set out a practical 
marketing problem. Second, the marketing of the crop had to be 
subject to effective regulation under the limitations of provincial 
jurisdiction. Third, if the first two conditions were met, a ballot of 
the growers was to be conducted to determine whether the ma- 
jority were in favour of the scheme. In practice these conditions 
have meant that the schemes have generally begun with well de- 
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fined areas of production, with products sold primarily on the do- 
mestic market, with few processors or buyers, and with consider- 
able ease of administration. These conditions are met by the British 
Columbia and all existing Ontario schemes, except those concerned 
with cheese, hogs and cream. The cheese and hog schemes deal 
with produce a large part of which is exported. The cream scheme 
involves many scattered producers, but with consumption entirely 
in Canada. The ease of administration, the requirements of contigu- 
ous producers, and few bottlenecks easily subject to control, suggest 
that producers in regions of scattered production feel they cannot 
acquire significant price and bargaining advantages through the 
existing marketing schemes. As illustration of this point certain 
marketing schemes have been abandoned. The Holland Marsh 
Growers’ Marketing Board was abandoned after one seasons 1937, 
Growers lost confidence in one centralized agency for the sale of 
lettuce. They were of diverse national origins, and slow to co-oper- 
ate among themselves. Their major market was in nearby Toronto 
while their product had its peak demand at the time of its greatest 
perishability. For similar reasons a proposed South Essex Growers’ 
Scheme considered in 1937 was not put into effect. The Erie-St. 
Clair Onion Growers’ Marketing Board was withdrawn after the 
one season’s experience in 1939, when farmers indicated their 
preference for the former marketing channels. 

6. At this point it might be appropriate to discuss loopholes in 
the marketing schemes, and their bearing on the longer-run success 
of this form of price bargaining. With rare exceptions the schemes 
prescribe only the floor prices that must be paid for the product. 
The quantity to be purchased by the processor is not laid down, 
with the exception of canning tomatoes in the 194«9 Ontario crop. 
If equihbrium price is defined as that which equalizes the quan- 
tity purchased by the buyers and the quantity that suppliers are 
willing to produce, then a low negotiated price becomes ineffective 
since buyers will bid up the price above this level. This often hap- 
pened in the canning crop contracts during the war and early post- 
war years. On the other hand if the negotiated price is above the 
equilibrium price for the quantity produced, processors or buyers 
will limit their purchases to the quantities that they can handle 
with greatest profit. If the product is semi-perishable the balance 
must be disposed of on the fresh market for what it will bring In 
the case of peaches, the fresh market has been considered the higher 
priced market. If peaches are not absorbed by the processors they 
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must be pushed on the fresh market or go to waste. In the case of 
asparagus the fresh market is considered the premium one> and 
asparagus is diverted to the processed market largely to ease the 
pressure on the price of fresh asparagus. For several years, the 
license fee collected from growers was used to subsidize the export 
of canned asparagus. While it is probable that mistaken price 
policies of those in charge of the schemes have forced some wastage 
of the fresh product, physical wastage may also occur from produc- 
tion in excess of the capacity of the processing plants. It is not al- 
ways immediately clear how much wastage price policies have 
caused. Physical wastage of products covered by marketing schemes 
needs to be examined from both short-run and longer-run effects 
on producers’ incomes and on inter-product competition. Higher 
producer incomes in the short-run may be obtained by some delib- 
erate physical waste. Over the longer period other producers will 
expand their output to take advantage of this higher price. Mean- 
while consumers will shift their purchases to other items which 
have not increased in price. Such producer gains, therefore, soon 
become dissipated. 

7. If the negotiated prices have been raised above the competi- 
tive equilibrium level, the growers will find comparative advantages 
of crops with high fixed prices higher than other crops with lower 
fixed prices or completely free prices. Production of the high priced 
crop will increase, and the purchases by dealers will leave some of 
the crop unsold. In periods of sellers’ markets the processors will 
try to pass on their higher costs of materials to consumers through 
higher retail prices. In periods of declining prices and buyers’ mar- 
kets, high fixed prices will reflect back to farmers in reduced pur- 
chases by the processors. Meanwhile consumers will shift their 
purchases to those items the prices of which have not risen or have 
fallen the most. For products which touch a high-income market 
or possess an inelastic demand, growers and processors have a short- 
run price-raising advantage which they may exploit. This has 
probably been the situation in the case of canned asparagus where 
surplus packs, which would depress Canadian prices, have been 
exported to the larger United States market. For products with 
greater price elasticities of demand, price increases quickly reflect 
to processors in lighter sales and to growers in lighter purchases by 
processors or dealers. 

8. The schemes lack formal controls over each province’s pro- 
duction. Price policy may encourage expanded production through 
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more acres, higher yields per acre or animal, or new producers not 
covered by the schemes. The situation report of the Dominion 
Department of Agriculture for 1948 indicated that more of the Ca- 
nadian pack of canned vegetables is being grown in provinces not 
covered by marketing schemes. Quebec, the Maritime Provinces, 
Manitoba and Alberta had a larger portion of the pack of green 
and wax beans, canning corn, canning peas and tomatoes in 1948 
than in 1943 to 1945. The increase in beans and tomatoes was par- 
ticularly notable in Quebec, while Alberta showed more beans and 
canning corn. Ontario and British Columbia, which operated under 
marketing boards, were not retaining their proportion of the total 
Canadian pack of canning vegetables although this has been clouded 
by the general expansion in the canning of vegetables. 

9. From the standpoint of the general public, another significant 
loophole has been the absence of interprovincial agreements between 
marketing boards concerning the prices of farm products. Where a 
product sold on a nationwide basis originates chiefly in one province 
the existing price is affected by the production of other areas. As 
an illustration of price-leadership arising from the price negotiation 
of a marketing board, the British Columbia Interior Vegetable 
Marketing Board is reported to have deferred the announcement 
of its prices for canning vegetables in 1949 until after the Ontario 
prices had been announced.® This could permit British Columbia 
prices to be set to allow for interprovincial competition by its 
canned produce. 

The interprovincial undercutting of prices may be eliminated or 
at least reduced in future by the collaboration of the major produc- 
ing areas through interprovincial agreements under the federal 
Agricultural Products Marketing Act of 1949. On the other side 
of the picture the difficulties in the way of achieving this objective 
are likely to increase, especially in canned fruits. The rapid increase 
of British Columbia’s pack of pears, plums, peaches, cherries and 
raspberries since 1935-39 means that products priced under the 
Natural Products Marketing Act (British Columbia) will soon 
compete severely with products priced under the Farm Products 
Marketing Act of Ontario (1946). The poultry groups have al- 
ready given some consideration to having the marketing of poultry 
products brought under a national marketing agreement of some 
kind under the new federal legislation. To the extent that the major 


* Curreiit Eeview of Agriculture ConditiouB in Canada, April, 1049, p. 14. 
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producing areas of the several provinces are able to effect joint 
arrangements price competition will be reduced. 

10. All of the marketing acts mention as one of their objectives 
the improvement of marketing methods. This improvement is 
presumably additional to that already provided for by government 
agencies and the trading groups themselves. If improvements are 
introduced which influence quality, transportation or selling meth- 
ods, they must arise from the study and appraisal of marketing 
alternatives. This implies that research in commodity marketing 
will be more lavishly endowed and more incisively analysed by the 
groups participating in schemes. Since the boards are staffed by 
grower representatives, this type of research into improved meth- 
ods is likely to be conducted by part-time investigators following 
up hunches and the simpler forms of induction. The question may 
well be raised of the value of this research by self-interested com- 
modity groups, in comparison with the results that might be se- 
cured by the established research agencies of government which 
would be free of commodity bias and special pleading. If, however, 
the boards make use of these existing research bodies, some very 
valuable results may be obtained. 

11. Some of the Ontario annual contracts such as those for sugar 
beets and seed com confine their content to the prices of clearly 
defined grades, terms of payment, and by-product allowances or 
adjustments. This may be compared to the short statement of 
principles contained in the collective bargaining agreements of well 
established labour unions and their employers. In other contracts 
such as the 1949 Ontario tomatoes for processing contract, the 
conditions of sale, grading, deliveries, payments, etc,, are outlined 
in great detail. When such details must be arrived at by arbitration 
rather than peaceful negotiation there is clear indication that the 
working relationships of growers and processors are not character- 
ized by mutual confidence and satisfaction. When the parties to 
the contract operate under such detailed regulations as exist in 
the tomato agreement, other differences almost inevitably will as- 
sert themselves and may be encouraged by resentment and hostility 
to the arbitration procedure. In other words, if goodwill does not 
already exist between growers and processors, it is much less likely 
to exist if detailed conditions are inserted in marketing contracts. 

These considerations raise the question as to whether marketing 
boards have, generally, contributed to better producer-processor 
understanding. If each party to the negotiation must respect the 
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strength of the other» then their joint interest in productive effi- 
ciency, quality maintenance, and volume of sales may contribute 
to cost-reductions, pooling of knowledge, and the ascendancy of 
mutual interests over mutual conflicts. The financial success or 
difficulties of the processors is not a matter of indifference to the 
long-run interest of growers, while it is to the interest of processors 
to have their patrons near to their plants. In many cases the 
schemes, by enforcing collective as contrasted with individual bar- 
gaining, have contributed to goodwill which may ensure the con- 
tinued existence of voluntary bargaining associations of producers 
should the schemes themselves be withdrawn. 

1^. Some commodity groups have, without doubt, asked them- 
selves whether any significant results have been attained from the 
operation of marketing schemes. All Ontario schemes have the 
power to assess levies against farmers. Usually the levies are not 
large, and it is frequently pleaded that they are justified because 
of their modest size,® Quite independently of the size of the levy it 
may be asked whether the course of development of the Ontario hog 
scheme (in effect since 1946), and the Ontario cream scheme of 
1947 are likely to bring results which would justify their existence, 
and their financial support. In other words might not as significant 
marketing improvements have come from governmental agencies? 
To plead that the industry is complicated by export and interpro- 
vincial trade, by joint or by-product production on farms, and by 
competing demands of processors and consumers (e.g. milk, 
poultry and meat products), is to admit that the schemes are at- 
tempting to accomplish results that they should never have under- 
taken. The farmer may well ask whether well-considered economic 
research and food products regulation might not have given him 
just as good, if not better, results for each dollar taken from his 
gross income in taxes and levies. 

13. The concensus of farm opinion seems presently to be in 
.favour of marketing legislation.'^ All provinces except Manitoba, 
Quebec and Prince Edward Island possess marketing legislation, 
while the Federal government has passed an enabling act allow- 

® The equalization fee of S8 cents a bushel on Ontario (field) beans, however, 
seems unduly large even to cover the price risk of the export market. 

^ An exception which may reflect dianging farmer opinion is the rejection of a 
proposed poultry products l^ard of the Lower Mainland of British Columbia in a 
vote July, 1949. In this case the bulk of sales was handled by a producer co- 
operative whose policy presumably was considered sufficiently attractive by farmers 
of the lower Fraser Valley, 
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ing interprovincial schemes.® As has been mentioned^ the provin- 
cial marketing boards are likely to find increased competition within 
Canada, particularly in canned fruits. An important question is 
whether marketing boards as presently constituted could provide 
for the reconsideration of contract prices, quantities and grade dif- 
ferentials if busmess conditions were to change suddenly and un- 
expectedly. The operation of the pools in British Columbia sug- 
gests that their act might be administered to deal with an emer- 
gency decline in consumers’ purchasing power. Ontario’s Act gives 
no indication of this flexibility and some commodity representa- 
tives insist that the success or failure of the processors is their own 
risk. Recognition of a greater common bond of interest is needed 
as well as provision for price-flexibility in case of emergency. 

14. The question may be raised as to whether the stated objec- 
tive of expanding domestic consumption and exports might not be 
brought about just as well by a programme of quality improvement 
with premiums and discounts for grades administered by the De- 
partments of Agriculture as by any program that might be under- 
taken by marketing boards. Another important consideration is 
whether farmer co-operatives have been strengthened or weakened 
by price-bargaining under marketing schemes. Co-operative ex- 
perience has shown that a fairly strict adherence to the Rochdale 
principles, and the confidence and criticisms arising from the indi- 
vidual members are essential to the long-run success of co-opera- 
tives.® Unless co-operatives are constantly alert to member rela- 
tionships and business developments, their support weakens. This 
is particularly a danger when difficulties in price and contract ne- 
gotiations can be thrust on the governmental arbitrator. After all, 
governmental support cannot be presumed permanent. Co-opera- 
tives may have the strength to carry on without governmental 
price arbitration, as the Ontario tobacco groups have done since 
1937, but they must be kept constantly alert. The question may be 
raised of how many farmer producer groups have the strength to 
stand on their own, and bargain with the processors and distribu- 
tors if the government’s support given to marketing boards was 
suddenly withdrawn. That would be the test of the strength of 
farmers’ co-operative bargaining. 

* Vtde article by A. H Turner m this series. The agriculture of the new province 
of Newfoundland has been omitted as negligible. 

* This paper has assumed that “comptilsory co-operation” is a misnomer in com- 
parison with voluntary co-operation. 
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With the prospect of lower incomes for Canadian agriculture, 
policy decisions on marketing boards and schemes cannot be long 
delayed. One decision might be to reduce the scope of schemes to 
quality regulation which has been a traditional role of governments, 
with provision for price arbitration in case of serious breakdowns of 
negotiations between producer groups and produce buyers. The Al- 
berta, Saskatchewan, New Brunswick and Nova Scotia Acts aim at 
approximately that objective, as does the revised Milk Control Act 
of Ontario (1948), Another decision might favor compulsory pro- 
rating of acreages or of marketings such as exists in the California 
Pro-Rate Act or the British Columbia Fruit Board. Both of these 
areas are geographically clearly defined, and therefore possess ease 
of administration. Still another policy might provide for govern- 
mental subsidies to support negotiated prices and volume of produc- 
tion or sales in case world prices should decline, as has been done 
in the United Kingdom since the war. Its feasibility would depend 
on the financial strength of the government, the degree of self- 
sufficiency of the nation in respect to food, and the magnitude of 
price declines. It might not be feasible in the Canadian provinces 
where food price declines would probably be a part of the general 
decline in all prices. 

In conclusion, the experiences of the Canadian provinces with 
marketing boards have brought social innovations into marketing 
in the belief that marketing boards with farmer representatives, 
supported by the compulsory arbitration of governments, could 
attain increases in farm income through collective bargaining with 
distributors and processors. The gains in marketing efficiency have 
not been great, even in “orderly” marketings which have been the 
goal of British Columbia’s boards, for it is not self-evident that 
govemmentally supported boards are doing better than might be 
expected from voluntary co-operatives with good business leader- 
ship and storage facilities. Weaknesses and dangers exist in farmer 
attitudes toward the boards as a form of income security. Certain 
of the features, notably the pooling of knowledge of production 
and trade practices, and forward priemg have contributed to better 
understanding and improvements in quality, but these have been 
by-products of hard-headed bargainings over price. The provincial 
boards, especially in Ontario and British Columbia, must ^ve 
greater consideration to the long-run consequences of their policies 
if they mre to serve wisely the farmers and the general public. 



DEVELOPMENT OF WHEAT MARKETING 
POLICY IN CANADA 
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P RODUCTION and marketing of wheat have been among the 
most important economic activities in the Dominion of Canada 
for the past half century. The Canadian wheat economy was created 
largely after 1900 in the Prairie Provinces, in the northern exten- 
sion of the continental hard spring-wheat region. The settlement 
of this area provided tremendous population expansion and in- 
vestment opportunities throughout the entire Dominion. Within 
a generation after 1900 the Canadian population doubled, reaching 
a total of 10.4 million people by 1931. Over the same period the 
population of the Prairie Provinces increased five-fold to a total of 
^.4 million people. In 1900 less than one-twelfth of the Canadian 
population lived in the Prairie Provinces; by 1931 approximately 
one-quarter lived there. 

Prairie lands **ready for the plough” were brought under culti- 
vation by millions of acres. Ten million acres were in wheat by 
1911, twenty-two million by 1921 and twenty-five million by 1931, 
Wheat crops which in the early years of the century were measur- 
able in tens of millions of bushels increased to hundreds of millions 
of bushels. The average Canadian wheat crop (approximately 
95 percent of which is grown in the Prairie Provinces) for the ten 
year period, 1929-38, was 309 million bushels. The average crop 
for the six war years, 1939 to 1945, was 439 naillion bushels. Four 
times Canada has harvested over half a billion bushels of wheat 
in a single year — ^in 1928, 1939, 1940 and 1942. 

From a position of minor importance among Canadian exports 
in 1900, wheat and wheat flour advanced to first place by 1920, 
In the late 1920*s wheat and flour yielded one-third of the dollar 
value of Canadian exports. Over the ten years 1929 to 1938 annual 
wheat exports averaged 200 million bushels. Throughout the second 
World War the average was 259 million bushels. Though Canadian 
farmers produce less than 10 percent of the world wheat supply, 
their exports — approximately two-thirds of their production — 
accounted for from 35 to 40 percent of the world trade in wheat in 
the late inter-war years. 

These facts suggest the importance of wheat to the Canadian 


m 



ms 


G. E. BlUTNEIiIi A3S^P V. C. Fowke 


economy. They suggest also that Canadian wheat marketing policy 
has always been essentially wheat export policy and, as such, has 
been the responsibility of the Dominion Government, It is impor« 
taut for the present analysis, therefore, to review the position of 
the Government in regard to the marketing of Canadian wheat. 

Until very recent years Canadian governments at the federal 
level have held to the view that wheat should be marketed by the 
private trade and under the "‘open market’* system, with govern- 
ment intervention limited to licensing and supervision. This view 
was maintained in spite of persistent advocacy of grain growers 
that it be abandoned in favor of state trading, and in spite of 
exigencies to be noted later which forced its temporary modification. 
Though it involves pre-judgment of the future to say so, it is argued 
in the present analysis that the action of the Dominion Government 
in creating a national monopoly of wheat marketing under the 
Canadian Wheat Board in 1943 marks a fundamental change in 
government attitude toward wheat marketing policy rather than 
merely another temporary modification dictated by abnormal 
expediency. 

Under the open market system Canadian wheat was handled by 
specialized agencies, by elevator companies — whether “private” or 
co-oi>erative — by commission agents, merchants and exporters. 
The central institution within this system, both functionally and 
symbolically, was the Winnipeg Grain Exchange. Until 194$ the 
futures market in the Winnipeg Grain Exchange was one of the 
great futures markets of the world. To the supporters of the open 
market system it stood as the symbol of all the virtues of free enter- 
pri^. To the grower it epitomized the hazards to which a freely 
moving price system may condemn a group of highly competitive 
producers in the marketing of their product. 

The Dominion Government was first driven into active interven- 
tion in the Canadian wheat trade by the extremities of Allied food 
supply during the first World War. Faced by the gravest possible 
food crisis in 1916 the Allies established centrahzed buying of 
wheat in North American markets. By the early spring months of 
1917 the Gram Export Company — ^the North American purchasing 
agency for the Allies — ^had secured a comer on Winnipeg May 
wheat. The fact that this comer developed in the course of bona 
fide efforts by the Allies to assure themselves of adequate supplies 
of wheat rather than for speculative purposes in no way modified 
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the trading panic which arose in the Winnipeg and Chicago markets 
when the shorts discovered their position and began to “run for 
cover.” Futures trading was necessarily suspended temporarily and 
short positions were settled by agreement. In June, 1917, the 
Dominion Government established the Board of Grain Supervisors 
by Order in Council and endowed it with full power to fix the price 
of Canadian wheat and to determine its movement from the local 
elevator to the Allied purchasing agency. The urgency of the cir- 
cumstances which called the Board into existence outlasted the 
war and the Board set the price for, and directed the movement of 
the crops of 1917 and 1918 as well as the balance of the 1916 crop. 
Prices set by the Board were $£.40, basis No. 1 Northern Fort 
William,^ for the balance of the 1916 crop, $£.£1 for the 1917 crop 
and $£.£4^ for the 1918 crop. Futures trading on the Winnipeg 
market was suspended on September 1, 1917, and remained sus- 
pended throughout the period of the Board’s activities. 

Persisting in the view that only the utmost abnormality in trad- 
ing conditions could justify state intervention in the movement 
and pricing of Canadian wheat, the Dominion Government allowed 
the activities of the Board of Grain Supervisors to come to an end 
in 1919, with the intention, apparently, of permitting the private 
grain trade to function as it had before the war. Futures trading 
was re-established in Winnipeg for a few days in the latter part of 
July, 1919. It was quickly demonstrated, however, that conditions 
were far from normal by any pre-war test. Following consultation 
with representatives of the Canadian Council of Agriculture the 
Government established the first Canadian Wheat Board to handle 
the entire 1919 crop on a state monopoly basis. 

The "Wheat Board of 1919-19£0 was modelled on Australian ex- 
perience and differed in important respects from its Canadian 
predecessor, the Board of Grain Supervisors. Whereas the latter 
had established fixed prices and had directed the moverhent of 
Canadian wheat, the Wheat Board took title to all wheat marketed 
in Canada, paid the grower a fixed initial payment and issued 
participation certificates for whatever additional sums might be 
realized from the sale of the wheat. The wheat was then sold by the 

^ All wheat prices quoted in this article are on the basis of No. 1 Northern in store 
at Port William-Port Arthur unless otherwise indicated. The Fort William-Port 
Arthur price includes certain fixed diarges of approximately 20 cents a bushel for 
freight, elevator handling charges, inspection and grading lees, commissions, etc. 
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Board tfaroDgliout the year at prices which were negotiated 
specifically for specific consignments. The total proceeds from sales 
less the initial payment were finally paid on a pro rata basis to the 
holders of participation certificates. The 1919 crop was marketed, 
in effect, on the basis of a state-operated compulsory pool. The 
initial payment was set at $2.15 per bushel and additional pay* 
ments brought the total proceeds to $2.63 per bushel. In July, 
1920, the Government, expressing its belief that the unusual cir- 
cumstances which had justified the establishment of the Board no 
longer existed, stated that the Wheat Board would not function for 
the 1920 crop and that wheat marketing would revert to the 
‘^normar* methods of pre-war years. 

Three years of complete control of Canadian wheat marketing 
by the Dominion Government had done nothing to alter the ofl5cial 
viewpoint that grain should normally be marketed by means of 
the open market system. With the growers, however, it was a differ- 
ent matter. The possibility and comparative efBcacy of a new 
system of marketing had, as far as they were concerned, been 
amply demonstrated. In the months which followed the restoration 
of open market trading in 1920 the price of wheat fell drastically. 
It was easy to argue that the Board, had it been continued, might 
have prevented or at least significantly tempered the decline. The 
growers accordingly were determined not to remain longer at the 
mercy of the open market system. From 1920 to 1923 they fought 
persistently to have the Wheat Board re-established. They aban- 
doned the fight eventually only when repeated governmental re- 
buffs had finally convinced them that the fight was hopeless and 
when at the same time they came to believe that an alternative 
solution lay within their own power to put into effect. This alterna- 
tive was that wheat might be marketed by cooperatively organized 
producers^ pools without reliance on the futures market. 

The wheat pool period is of considerable importance in the his- 
tory of Canadian wheat marketing. Within the limits of the present 
analysis, however* this period can only be briefly commented on to 
indicate its significance for the development of Canadian wheat 
marketing policy. The provincial pools and the Central Selling 
Agency which were established in 1923 and 1924 were modelled on 
non-stock, non-profit, voluntary contract type of commodity 
pools which had become prevalent in California in the war and 
early post-war years. The inspirational oratory of a colorful Cali- 
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fomia attorney, Aaron Sapiro, brought to western Canadian 
fanners the vision of a new economic gospel. The expansion and 
early successes of the Canadian wheat pools were little short of 
spectacular. Over the years from 1924 to 1931 the pools handled 
approximately one-half of the wheat marketed in western Canada. 

In terms of wheat marketing policy the wheat pool period is of 
significance for two reasons in particular. In the first place, a good 
deal of evidence accumulated during the late nineteen-twenties to 
indicate that many wheat producers regarded the voluntary pools 
as but an imperfect substitute for a single compulsory pool sanc- 
tioned by legislation or, better still, operated by the Government as 
in 1919-1920. In the second place, the financial difficulties in which 
the pools became involved due to the collapse of prices after 1929 
forced the Dominion government for a second time into a measure 
of market intervention far beyond anything regarded as normal in 
the field of Canadian grain marketing policy. 

The financial difficulties of the wheat pools arose out of their 
system of financing in conjunction with a drastic decline in prices. 
For the 1929 crop the pools made an initial payment of $1.00 per 
bushel, the funds being advanced by the banks on the security of 
warehouse receipts. In January, 1930, No. 1 Northern wheat at 
Fort WilKam was priced at approximately $1.40 per bushel. By a 
persistent decline throughout the ensuing months wheat was 
worth just over 50 cents per bushel by the end of the year. With the 
value of the bank-held collateral impaired, the pools in February, 
1930, secured the guarantees of their respective provincial govern- 
ments, and in November the guarantee of the Federal Government. 
The Federal guarantee was conditional upon the appointment of a 
government nominee as general manager of the Central Selling 
Agency. With the appointment of John I. McFarland to this posi- 
tion the Central Selling Agency became in effect a public rather 
than a producer-controlled marketing agency. Its primary purpose 
was to save the Canadian grain trade from total collapse and in 
this way to support the Canadian banking, business and agricul- 
tural community. 

Mr. McFarland’s activities in the wheat trade from 1930 to 1935 
were financed by funds secured under Federal guarantee and came 
to be known as “stabilization** operations. These operations at 
first involved the withholding of the pool carry-over from the 
market. In July, 1931, Mr. McFarland began un<fer Order-in- 
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Council instructions to purchase wheat futures for price stabiliza- 
tion purposes. On his appointment as general manager of the 
Central Selling Agency he had taken over some 77 million bushels 
of pool wheat. By May, 1935, he held a maximum of 230 million 
bushels of wheat and wheat futures. The maximum bank indebted- 
ness of the Agency under government guarantee was $80 million. 

In 1935 the Dominion Government established a national "Wheat 
Board for the second time. This action did not, however, represent 
abandonment by the Government of its traditional view that 
Canadian wheat should normally be marketed by private agencies. 
It is true that one factor in the decision of the Government to re- 
establish the Board in 1935 was the persistent pressure of wheat 
producers to have it re-established. Over the period from 1920 to 
1935 there were not more than four consecutive years without the 
open advocacy by producers of some form of monopolized market- 
ing of the Canadian wheat crop. But when the decision to re-create 
the Board was finally taken it was only partially related to this 
fact and was much more closely related to political considerations 
and the necessity for regularization of stabilization activities in 
view of an impending federal election. The original government 
measure providing for a new wheat board (Bill 98, first read on 
June 10, 1935) contemplated a monopoly board — a monopoly 
grain board, in fact, rather than a wheat board. The measure as it 
was finally passed, however, after consideration by a special com- 
mittee of the House, established the Board merely as an optional 
marketing channel which would free the producers from depend- 
ence upon the open market system without in any way interfering 
with that system. Mr. McFarland was appointed Chief Com- 
missioner of the Board, 

The development of the Dominion Government’s wheat market- 
ing policy since 1935 can now be traced in the record and experience 
of the Canadian Wheat Board over 15 years of extremely diverse 
production and marketing conditions.^ 

Under the Canadian Wheat Board Act the Board, which con- 
sisted of three members appointed by the Governor in Council, was 

* See Annual Reports of the Canadian Wheal Board, Crop Years 193o--$6 to 
\8 (Winnipeg, 1936 - 49 ) See also the admirable monograph prepared by Dr. 
T. W. Grmdley, former Secretary and, since 1948 , one of the Commissioners of the 
Board and his associates. The Canadian Wheat Board, 1935-46 (Ottawa, 
King’s Printer, 1947 ), pp 57 , and Summary of Operations of the Canadian Wheat 
Board, 19SS-36 to 1947-48 (Winnipeg, the Canadian Wheat Pools, 1949 ), pp 12 . 
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given power to accept deliveries of wheat from producers at a 
minimum guaranteed price (subject to the approval of the Gover- 
nor in Council), and to make an equitable distribution to producers 
of any surplus resulting from the operations of the Board during 
any crop year, or, in the event of loss, to transfer such deficit to the 
Dominion Government. 

In determining the guaranteed, minimum price the Board had to 
weigh a variety of economic, social and political factors. On the 
basis of the financial outcome it seems probable the 1935 price re- 
sulted from a fairly shrewd appraisal of (a) fair market value and 
(b) what the farmer with an average crop needed to “get by.” On 
September 6, 1935, the Board announced a minimum price of 
cents per bushel, a figure slightly above the current open market 
price. The open market price immediately rose to 89 cents and 
stayed above the Board minimum for six or seven weeks — ^provid- 
ing the producer with an optional marketing system. Many pro- 
ducers did, in fact, deliver to the Board during this period and 
when the market price finally fell below the Board’s and remained 
there for almost eight months self-interest meant that all deliveries 
went to the Board, A market recovery in June restored the optional 
marketing plan. The Board finally received 150.7 million bushels — 
or about 70 percent — of total producer deliveries of ^16.3 million 
bushels in the 1935-36 crop-year. 

Replacement of the Conservative government by a liberal 
administration following the Dominion General Election of October 
1935, involved changes in the personnel and the selling policy of 
the Board. A new Board with J. R. Murray as Chief Commissioner 
replaced the McFarland Board at the beginning of December, 
1935, and the Minister of Trade and Commerce announced a more 
vigorous sales policy designed to reduce “the concentration of 
surplus stocks of wheat in Canada.”® Crop failures in Argentina 
and the United States in 1935 and the North American drought 
in the summer of 1936, enabled Canada to secure a large part of 
the relatively small world trade in wheat. As a result by the end 
of the 1935-36 crop year the Board had on hand only two million 
bushels of the 1935 crop and had reduced the “stabilization” hold- 
ings to 8^.7 million bushels as compared with the 205.7 million 
bushels taken over at the beginning of December, 1935. The 


* Rejport of the Canadian Wheat Board, Crop Year 1935-^6, p. 2. 
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Board’s operations showed a final net loss of $11.9 millions on the 
1935 crop after the last sales in November, 1936, 

For both the 1936 and 1937 wheat crops the Board fixed a price 
of 87i cents, basis No, 1 Northern, Fort William or Vancouver, 
each year, but the Government in approving this price added a 
qualification that it would only become effective if the open market 
price should fall below 90 cents a bushel. With short crops in both 
Canada and the United States in 1936 followed by a disastrous 
drought in Canada in 1937 demand improved and prices were 
maintained well above the 90 cent level so that the Wheat Board 
accepted no wheat from producers in either crop year. Thus, for 
two years, the wheat policy of the Government denied farmers the 
opportumty of pooling Iheir wheat throu^ the Board under 
market conditions which gave ‘‘assurance that initial payments 
on the Board’s minimum basis could be supplemented by sub- 
stantial distributions on participation certificates,”^ The Board 
completed liquidation of the remaining stocks of “stabilization” 
wheat at a net profit of almost $9 millions so that the net loss on 
the Board’s operations to July 31, 1938, were reduced to approxi- 
mately $£.9 millions.® 

With the opening of the crop year, 1938-39, the Government’s 
retreat from intervention in wheat marketing came to an end. 
Both world and Canadian carry-overs were back to normal or 
even lower but in 1938 world wheat production reached an all-time 
peak with good yields harvested from a record world wheat acreage. 
World demand continued at a very low level and prices had fallen 
sharply, when, after a Royal Grain Inquiry Coimrdssion had 
recommended the continuation of the Canadian Wheat Board,® 
the Government announced approval on August 4, 1938, of a mini- 
mum Board price of 80 cents a bushel. Since market prices remained 
consistently below this figure all deliveries (amounting to 292.4 
million bushels) went to the Board, The eventual loss to the 
Dominion Treasury on the 1938-39 crop, following final sale of 
the 86.5 million bushel carry-over in the crop year 1939-40 and a 
final accounting in April, 1942, was placed at $61,5 millions.’ 

^ H. S Patton, “Observations on Canadian TOieat Policy since the World War” 
iCmmdian Journal of Economics and Polttieal Science, Vol. Ill, May, 19S7, p. 224). 

* See Eeporf of the Canadian Wheat Board, Crop Year 1937-S8t p. 2. 

* Sc® Report of the Royal Grain Jagitxry Commission (Ottawa, King’s Printer, 

F** 194. 

’ aipoH of the Canadian Wheat Board, Crop Year 1941-4^, p. 23. 
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Faced with a heavy loss on the 1938 crop the Government had, 
at the 1939 session of Parliament, secured two important amend- 
ments to the Wheat Board Act. (1) the fixed initial price for the 
1939 crop was established at 70 cents a bushel thus relieving the 
Board of this responsibility; (2) deliveries from any one producer 
were limited to 5,000 bushels in any one crop year,® Further 
Dominion legislation facilitated organization of agencies to market 
excess wheat on a co-operative basis.® 

When a new crop year opened August 1, 1939, the necessity of 
continued governmental support of wheat prices was indicated by 
a carry-over of 100 million bushels and a new crop which promised 
to exceed 500 millions. The outbreak of war a month later brought 
an improved export demand and open market prices during the 
period of heavy movement from the farms approximated the 
Board’s initial payment with the bulk of such deliveries going to 
the Board, With a further improvement in export sales beginning 
in December, 1939, the open market price began to rise again and, 
with buying for Canada’s largest customer concentrated in the 
hands of the Cereals Import Committee of the United Kingdom, 
the open market price levelled out at about 90 cents — or about 20 
cents above the Board minimum — ^from January until the middle 
of May, 1940. 

Encouraged by this situation prairie farmers, having survived 
ten years of drought and depression, seeded two million extra 
acres of wheat in the spring of 1940 in the hope of recouping their 
fortunes in a wartime wheat boom like that of 1914-18. The 1940 
wheat crop was scarcely in the ground before export markets for 
Canadian wheat felt the full impact of the German Blitskrieff^ 
Winnipeg futures dropped 30 cents in one week and at the request 
of the Board the Grain Exchange set minimum prices below which 
no trading would be allowed. By midsmyimer extensions of German 
conquest and the exigencies of the British blockade had left Por- 
tugal the sole remaining customer for Canadian wheat on the 
continent of Europe. Apart from a few small, scattered and un- 
certain markets, the Board was left to negotiate block sales to the 
United Kingdom such as the 50 and 100 million bushel sales in 
May and August respectively. 

• StatiOes of Canada^ 8 Geo, VI, c. 39. 

* Statutes of Canada^ 3 Geo. VI, o. 34. See abo G. E. Britnell, "Donthiloii L^gbla- 
tion Affecting Western Agriculture, 1939“ (Canadian Journal cf Economica and 
Political Science, VoL VI, May, 1940, jqp. 275-!282). 
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The Board’s statutory initial price of 70 cents a bushel continued 
in effect for the 1940-41 crop year but the storage problem pre- 
sented by a new crop of 540 million bushels — a near record crop for 
the second year in succession — ^to be added to a 800 million bushel 
carry-over necessitated further regulation of deliveries. To divide 
available elevator space as fairly as possible, quota pemait books 
based on sworn seeded acreage were issued to producers. A schedule 


Table I. Canadian Wh3eat: Statistical Position* 
(Millions of Bushels) 


Crop Y ear 
Beginning 
August 1 

ToUl 

Carry- 

over 

Crop 

Total 

Supphes 

1 

Apparent 

Domestic 

Dis- 

appear- 

ance 

Available 

for 

Export 

and 

Carry- 

over 

Exports 
of ^Tieat 
and 
Flour 

m5^6 

214 

282 

496 

122 

374 

247 

1936-37 

127 

219 

347 1 

99 

247 

210 

1937-88 

87 

180 

217 

07'' 

120 

96 

1938-89 

25 

360 

385 

122 

263 

160 

1939-40 

103 

521 

621 

130 

403 

103 

1940-41 

SOO 

540 

841 

129 

711 

SSI 

1941-42 

480 

815 

795 

145 

650 

S86 

1942-43 

424 

557 

080 

171 

809 

S15 

1943-44 

595 

284 

879 

179 

1 700 

344 

1944-45 

357 

417 

773 

172 

601 

343 

1945-46 

258 

310 

577 

160 

417 

843 

1946-47 

74 

414 

487 

162 

326 

330 

1947-48 

85 

342 

428 

155 

273 

105 

1948-49 

78 

393 

471 

140 

331 

S33« 

1949-50 

99 

371* 

470 





• Adapted from Bank of Canada Siatisfieal Summary, August 1949. 

^ Exclusive of consumption of 5.7 million bushels imported from the United 
States. 

« Preliminary estimates. 

of storage payments on farm-stored wheat was introduced. In view 
of the probable absence of any effective optional marketing ar- 
rangement the 5,000 bushel limitation on deliveries was removed. 
Because of the abnormal export situation a processing levy of 15 
cents a bushel on all wheat utilized for human consumption in 
Canada was imposed,^® 

Bulk sales, covering 2£0 million bushels, were the main method 
of wheat disposal for export. Little use was made of the futures 

See SiafttUs of Canada, 4 G^. VI, c. 25. In the crop-year 1940-41, farm storage 
pAymeuis amounted to $6.1 millions; net revenue from the processing levy (discon- 
tinued, July 31, 1941} was $5.9 millions. 
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market. With the co-operation of producers and elevator com- 
panies it was possible to take delivery of all marketable wheat, 
but at the close of the crop year the Board held unsold stocks of 
254 million bushels from the 1940 crop along with 115 millions 
from the 1939 crop^^ the latter eventually being disposed of at a 
loss of $8.2 millions to the Treasury. 

From the beginning of the 1940-41 crop year, at least, Canadian 
wheat statistics had pointed, with harsh urgency, to the necessity 
of some curtailment of wheat production. (See Table I which 
shows the annual statistical position of Canadian wheat from the 
inception of the Wheat Board in 1935.) Faced with a prospective 
500 million bushel carry-over in Canada the Government therefore 
announced, in March, 1941, that wheat deliveries to the Board and 
to the open market in the crop year 1941-42 would be restricted to 
230 million bushels — ^the amount which it was estimated could be 
used to meet demand at home and abroad in the year — ^and that 
the accumulated stocks as at July 31, 1941, would be carried as a 
wartime reserve. In the administration of the new policy by the 
Board the ^‘authorized acreage” for delivery purposes under the 
quota system was established for each producer on the basis of 65 
percent of his declared 1940 wheat acreage. The Board’s statutory 
initial price of 70 cents was to continue in effect with storage pay- 
ments to producers on the same basis as 1940-41 “but only on the 
undelivered portion of the 230 million bushels.” Compensation in 
the form of acreage bonuses for land taken out of wheat and 
diverted to summerfallow ($4 an acre) or to coarse grains or grass 
($2 an acre) was offered. Diversion of wheat acreage to the produc- 
tion of oats and barley in particular was defended in terms of en- 
couraging livestock production, the doubling of bacon and cheese 
exports to Britain, and the improved domestic market for livestock, 
dairy and poultry products.^® 

The Government’s program resulted in a reduction of approxi- 
mately seven million acres or 24 percent in the area sown in wheat. 
With a light crop total marketings, after all quotas had been lifted, 
at 228 million bushels in 1941-42 were exactly one-half those of the 

“ See iJcport of ike Canadian Wheat Boards Crop Year 1940-J^U PP. 15-14. 

“ See statements by the Ministers of Trade and Commerce and of Agriculture, 
Canada^ House of Commons Debates, March 12, 1941, pp. 1S95-1601. See also three 
government pamphlets (1) Canada's Wheat Problem; (2) A Plan io Reduce Wheat 
Acreage and More Moneg AvaUaUe for Necessary War Busies; (3) Less 
Wheatm IW Will Help Win the War (Ottawa, King's Printer, 1941). 
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previous year. With a smaller crop and the govemment’s policy 
of treating former surpluses as wartime reserves, the open market 
price remained somewhat above the Board price throughout the 
year so that the Board received only 44 percent of farm deliveries 
in 1941-42 as agfdnst almost 90 percent of the large 1940 crop. Two 
sales, each of 120 million bushels were made to the United King- 
dom (one m November, 1941, the other in May, 1942), and the 
total Canadian wheat carry-over was reduced by nearly 60 million 
bushels during the year. It should, however, be noted that since 
the greater part of the wheat economy was ill adapted to the 
government’s diversification program the economic and social 
c<^ts, particularly to Saskatchewan, were not inconsiderable.^* 

Government wheat policy for the crop year 1942^3 reflected no 
change from the previous year beyond the fact that the Board’s 
fixed initial price was increased to 90 cents (after being held at 70 
cents for the previous three years) with marketings limited to 280 
million bushels for Western Canada compared with 230 millions 
for all Canada in the previous crop year. Wheat acreage reduction 
payments were continued, the reduction in wheat acreage was 
maintrined, and the expansion of feed grain acreages was ac- 
celerated with the establishment in March, 1942, of minimum 
prices for oats and barley. In line with its over-all price control 
policy, the government held the price of wheat entering into do- 
mestic consumption to 77f cents per bushel by payment through 
the Board of a drawback to millers. 

With a very large wheat crop and record productions of oats 
and barley yielding large marketable surpluses of these grains, 
delivery quotas for wheat were increased very slowly to a maxi- 
mum of 15 bushels per "authorized acre” and large stocks of wheat 
accumulated on farms in the main wheat areas, increasing the pres- 
sure to transform the wheat economy into a coarse grain and live- 
stock economy. Thus, in the three years from 1940 to 1942 Cana- 
dian wheat acreage was reduced nearly 40 percent — ^from 28.7 to 
16.9 million acres. Early in 1943 improved demand became a 
noticeable factor so that by March the open market price had 
moved above the Board’s initial price and 38 percent of the total 

See G. E. BritneU, “The War and Canadian Wheat,” (Canadian Journal of 
Betmomics and Polttiod Science^ Vol. 7, August, 1041, pp. 397-418), L. A. Sceoch, 
“dia^m in Canadian Wheat PoKcy” (/did, Vol. 9, Nov, 1943, pp. 563-569), 
V. C, Fbwke, “Effects of the Wap on the Prairie Economy” {Ibid,. Vol. 11, August, 
1945, pp. 373-387). 
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‘‘authorized deliveries” were marketed through the Exchange and 
6^ percent through the Board. 

On September 27, 1943, the Dommion Government announced 
a complete change in wheat policy which may be summarized 
under five heads: 

(1) The discontinuance of wheat trading on the Winnipeg 
Grain Exchange; 

(i) The raising of the fixed initial price to producers from 
per bushel to $1,25 per bushel for No. 1 Northern wheat; 

(3) The purchase by the Board, on behalf of the Dominion 
Government, of all stocks of unsold wheat in commercial 
positions in Canada on September 27th, 1943; 

(4) The closing out of the 1940-41, 1941-42 and 1942-43 Wheat 
Board Crop Accounts on the basis of closing market prices 
on September 27th, 1943; 

(5) The use of Government-owned wheat (Items 3 and 4 above) 
to meet requirements under Mutual Aid and to provide 
wheat for subsidized domestic purchasers.^^ 

The new policy gave the Wheat Board a monopoly of Canadian 
wheat marketing. It made for efficient allocation of supplies to 
domestic and to export markets and a more effective utilization of 
storage and transportation facilities; it helped to restore the income 
of the western wheat producer which had been depressed by low 
prices and low delivery quotas while at the same time the problems 
of the Government’s price control policy were eased by the large 
stocks which it now controlled,^® Government purchase of the un- 
sold stocks from the 1940, 1941, and 1942 crops at the closing price 
on September 27, 1943 (which was $1.23| basis No. 1 Northern 
in store Fort William) made it possible to arrange final payments 
to producers on all these crops within the next twelve months (see 
Table n). 

The change in wheat marketing policy which was made in 1943 
placed the Dominion Government in a strategic position for the 
fonnulation of policy for the post-war period. The Government 
made it clear that the first consideration would be to supply 
Canadian wheat in maximum quantities to meet the desperate food 
requirements of European countries. For the longer run the Govern- 
ment has consistently pursued the goal of greater market ability 


See Eeport of the Cimadian Wheat Boardy Crop Year P- S- 

“ See Skeoch, op. cU, 
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for the wheat economy. Two decisive steps were taken in the im- 
plementation of this policy in 1946: the negotiation of the United 
Kingdom Wheat Agreement, and the creation of a five-year na- 
tional pool for Canadian wheat. 

The United Kingdom Wheat Agreement as announced July ^4, 
1946, provided that the Canadian Government would supply 600 


Table II. Cantadian Wheat Board Patments^ 
(Basis No. 1 Northern Port Williain) 


Year 


Initial 
Payment 
$ per bus. 

Participation 
Payment 
$ per bus. 

Total 
$ per bus. 

1935- 36 

1936- 37 

1937- 38 

1938- 39 

1939- 40 

1940- 41 

1941- 42 

1942- 43 

1943- 44 

1944- 45 

live-year Pool 

0.875 

0.875\ 

0 875/ 

0 80 

0 70 

0.70 

0.70 

0 90 

1.25^ 

1 25 

(No deliveries to 
Wheat Board) 

0.06215 

0.15336 

0.12502 

0.12146 

0.18677® 

Nov. 26/46 Apr. 1/48 

0.875 

0 875 

0 875 

0 80 

0 70 

0 76215 

0 85336 

1 02502 
1 87146 
1.43677 

Apr. 1/49 

1945-46 


1 as 

0 10 0 20 

0 20 

1946-47 


1.35 

0.20 

0 20 

1947-48 

Ang. 1/47 to 





Mar. 31/48 

1 35 (1st basis) 0.20 

0 20 


Apr. 1/48 to 





July 81/48 

1.55 (2nd basis) 

0.20 

1948-49 

Aug. 1/48 to 





Mar. 31/49 

1.55 {1st basis) 

0 20 


Apr. 1/49 to 





July 31/49 

1 75 (2Qd basis) 


1949-50 

Aug. 1/49- 

1 75 




* Adapted from Bwimary of Operaiions of ike Canadian Wheat Board. 

^ Clian||ed from $0.90 to $1 %5 on £7 September, 1943. 

« Participating payment was $0 18677 for top four grades and sub-grades; for 
No, 5 and lower, the payment was $0.20677 per bushel. 

million bushels of wheat to the United Kingdom over the four 
crop years, 1946-47 to 1949-50, 160 million bushels for each of the 
first two and 140 million bushels for each of the last two years. 
For the first two years the price was to be $1.55 per bushel basis 
No. 1 Northern Fort William, Vancouver or Churchill; for the 
third and fourth years the price was to be negotiated above minima 
of $1.25 and $1.00 for the respective years. Exports outside the 
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contract would move at ‘Vorld” prices with special regulations 
concerning the price to Canadian millers for domestic purposes. 

As the domestic complement of the United Eangdom Agreement 
the Gkivemment announced the creation of a five-year pool for 
Canadian wheat. The arrangement here was that the Wheat 
Board would continue as the sole purchaser of Canadian wheat 
and that the crop years 1945-46 to 1949-50 would constitute a 
single pool, the producers to receive an initial payment on de- 
livery with participation certificates to represent their further 
equity. The initial payment for 1946 was set at $1.35 and a ID cent 
interim payment was declared on deliveries for the 1945-46 crop 
year to add to the $1.25 which had already been paid on such 
deliveries. Amendments to the Wheat Board Act in March, 1947, 
extended the monopoly control of the Board to July 31, 1940, the 
expiry date of the United Kingdom Agreement and of the five- 
year pool. 

With Canada entering upon the final year of the Agreement and 
of the national pool, only a progress report of their results can be 
given. Wheat moved to Britain according to contract for the crop 
years 1946-47 and 1947-48 at $1.55 per bushel. For the first of 
these years the Board averaged $2.43 per bushel for wheat ex- 
ported outside the contract (Class II wheat) ; for the second year 
the average was $2.88. On the basis of negotiation the price of 
wheat for Britain for the years 1948-49 and 1949-50 was set at 
$2,00 per bushel. Meanwhile the price of wheat for domestic 
milling purposes varied from $1.25 to $1.55 to $2.00 per bushel. 
It can be readily seen that the Board accumulated substantial 
funds over and above the $1.35 initial pa 3 niient. With these funds 
the Board has made interim payments on participation certificates, 
20 cents per bushel on April 1, 1948, and an additional 20 cents on 
April 1, 1949. With each interim payment made on past deliveries 
the initial payment was correspondingly raised for future de- 
liveries. Canadian farmers have thus received $1.75 per bushel, 
basis No. 1 Northern Fort William, for their deliveries since 
August 1, 1945, and are receiving this amount as the initial pay- 
ment for deliveries from the 1949 crop. 

Table IE provides a concise summary of the Wheat Board’s pay- 
ments on a bushel basis from its inception in 1935. 

The Canadian producer and the Canadian Government are not 
alone in seeking to introduce a greater measure of stability into 
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the world wheat trade. In March, 1949, the representatives of 
some forty countries signed the International Wheat Agreement 
in Washington. This agreement, since ratified by the requisite 
countries to put it into effect, marks the culmination of nearly 
two decades of effort. The agreement covers the four-year period 
from August 1, 1949, to July SI, 1953, and carries the commitment 
of five exporting countries to supply and of 36 importing countries 
to accept quantities of wheat totaling approximately 450 million 
bushels of wheat annually. The exporting countries and their 
respective annual supply commitments are: Canada, 203 million 
bushels; United States, 168 million; Australia, 80 million; France, 
3,3 million; and Uruguay, 1,8 million. Chief among the importers 
is the United Kingdom, committed to take 117 million bushels 
annually. Significantly absent from the list of signatory exporters 
are Argentina and Russia, The agreed quantities are to move at 
prices limited to specific maximum and minimum figures. The 
maximum is $1.80 per bushel for each of the four years. The 
minimum is $1.50 per bushel for the first year and 10 cents less for 
each succeeding year, or $1.20 for the fourth year. 

It is too early to forecast the outcome of the International 
Wheat Agreement with any degree of certainty. In fact, the future 
course of the Agreement is hardly relevant to Dominion wheat 
marketing policy at the present time. The significant point in 
current circumstances is that governments of wheat exporting 
and importing countries no longer regard state trading in wheat 
as a temporary expedient to be abandoned at the first signs of the 
return to post-war normality. This is in sharp contrast to the gen- 
eral policy pursued in the years following the first World War. 
Though particular national wheat boards and international agree- 
ments may succeed or fail we are not likely soon to see a restoration 
of the open market system in the international wheat trade. So 
far as Canada is concerned the Government has abeady extended 
monopoly control of wheat to 1951 and at no time has the Cana- 
dian Government intimated that the open market system would 
be restored then or at any later date. 



THE PROPOSAL TO MARKET COARSE GRAINS 
THROUGH THE CANADIAN WHEAT BOARD 


G. L. Btoton* 

Macdonald College, McGiU University 

T HE Government of Canada has recently aimounced its inten- 
tion, beginning with the new crop year starting August 1, 
1949, of making the Canadian Wheat Board the sole marketing 
agency for oats and barley produced and sold in the Prairie Prov- 
inces of Manitoba, Saskatchewan and Alberta. Since September 
of 1943 the Wheat Board has been the sole marketing agency for 
wheat in this designated area. The initial price paid to the pro- 
ducer has been jBxed by the Govemor-in-Councib that is, the Cabi- 
net, while surpluses realized on the disposal of this wheat have, 
after the deduction of expenses, been pro-rated back to those 
farmers delivering wheat. The cash and futures markets are closed. 

Although the ownership of the elevator system remains in the 
hands of private firms, or co-operatives, the Canadian Wheat Board 
Act of 1935 confers upon the Board the power to regulate the 
deliveries of wheat, oats, barley, rye and flaxseed to these eleva- 
tors. The Board issues a delivery permit book to each farmer and 
may, at its discretion, establish delivery quotas. Also, the Board 
may require that, unless delivered under a permit book, grain may 
not be loaded onto a railway car without the permission of the 
Board. The Act gives the Board a monopoly over all inter-provin- 
cial and export trade in wheat and by an amendment of March 19, 
1948, extends this monopoly to oats and barley.^ At the time of 
writing, trading on the Winnipeg Grain Exchange in cash and 
futures contracts for all grains, other than wheat, is still taking 
place.® It is assumed that with the Board undertaking the market- 
ing of oats and barley produced in the designated area in inter- 
provincial and export trade the cash and futures market will not 
be able to operate once existing contracts are cleared. 

Although Bill 135 was passed more than a year ago the Govern- 
ment refused to proclaim this amendment until the governments 

* The writer wishes to acknowledge careful criticism of an earlier draft of thk 
paper, by W. M. Drummond, E. C. Hope, W J. Parker, M. W. Sharp and A. M. 
Shaw. 

1 Bill 135, Fourth Session, Twentieth Parliament, 11-12 George VL 1947--48. 
* In the case of wheat, trading has never been legaUy prohibited but has simply 
ceased to occur because there isn’t enough wheat outside the omtrol of the Wheat 
Board to make it possible. 
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of the three Prairie Provinces had passed complementary legisla- 
tion.® This complementary legislation, making the Wheat Board the 
exclusive marketing agency, was desired inasmuch as the Govern- 
ment feared that without it the powers given by the amendment 
might not be suflBcient to ensure an effective monopoly in oats and 
barley marketing. The governments of the Prairie Provinces passed 
the requested complementary legislation but not before the Premier 
of Manitoba had asked some very searching questions as to how 
these grains were to be priced. These questions were never satis- 
factorily answered. Mr. Garson has since joined the Dominion 
Cabinet and, if such pricing criteria have already been devised, 
they have not been made public. 

The proposal to place the marketing of these grains under the 
exclusive jurisdiction of a government board, with the consequent 
emasculation of the cash and futures market, has had the unquali- 
fied support of the Canadian Federation of Agriculture. Farmers in 
TVestern Canada have exhibited chronic dissatisfaction with the 
Grain Exchange and, at their request, this institution has been 
periodically investigated. Professor Fowke, after recording the 
appointment by the Dominion Government of seven Royal Com- 
missions to investigate the grain trade between 1899 and 1939 has 
this to say: 

More than any other thing the wheat growers criticized the Winnipeg 
Grain Exchange with its organized speculation on the futures market. 
, . , The prairie fanners have attacked this organization for the past forty 
years as the symbol of their exposed and residual position within a price 
system in which other groups have entrenched themselves behind tariffs, 
price controls, and trade association agreements. For forty years Canadian 
agricultural commissions have defended the Grain Exchange, again as a 
symbol, but for them a symbol of the beneficence of the price system.^ 

Farmers in the specialized grain growing areas of the Prairie 
Provinces are subject to a high degree of both output and price 

* la a letter to the Hon. Stuart Garson, Premier of Manitoba, hlr Howe, 
Minister of Trade and Commerce in the Dominion Government wrote: “Comple- 
mentary legislation in Alberta, Saskatchewan and Manitoba is required to make 
"Wheat Board prices effective. Provincial legislation in Ontario is desirable, but 
perhaps not necessary, as the competitor situation as between Western coarse 
mins and Eastern coarse grains wiU tend to hold prices in line See Manitoba's 
Position on OaJts and Barley Marketing^ a copy of the correspondence between Hon. 
St^t Garson and Rt, Hon. C D. Howe, Minister of Trade and Commerce, Emg’s 
Printer for Manitoba, Winnipeg, 1^8, p 11. 

*V. C. Fowke, Royal Commissions and Canadian Agricultural Policy, The 
Canadian Journal oj Economics and PcMicci Science, Vol 14, No. 2, (1948), p 173. 
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uncertainty. Yields vary widely from year to year. When low yields 
coincide with periods of low prices, as was the ease in the mid- 
thirties, the farmers’ position is desperate. During a period of 
depression the terms of exchange turn against agriculture; farmers 
seek, therefore, to escape from the open market and to secure some 
type of administered price which will be less subject to cyclical 
fluctuations. Their experiences with a government wheat marketing 
monopoly have been rather satisfactory, partly because these 
boards have been in operation either during, or immediately after, 
the last two wars when the market prices of bread grains were 
extremely high. The prahie farmer is inclined to ask why, if he is 
to have a government wheat marketing monopoly, he should not 
have the same board market his oats and barley.* 

The structure of the market for oats and barley is essentially 
different from that for wheat. Canada normally exports about two 
thirds of her wheat crop. The price obtainable in the export market 
offers a convenient guide to the government in fixing a price to the 
domestic consumer. At the present time the price of wheat for food 
and feed in Canada is the same as the price specified in the export 
contract with the United Kingdom, with, of course, allowance being 
made for differences in grade. Since roughly 95 percent of the total 
output of oats and 85 percent of that of barley is used within the 
country^ and since there is an even less clearly discernible world 
market price for these grains, it seems unlikely that the export 
price will provide an adequate guide even if it were considered 
desirable to establish the domestic price at this level. Certainly the 
price of feed grains in the United States must be considered in fixing 
the price to the feeder. American corn, subject to a duty of eight 
cents per bushel, may be imported if its price is sufficiently lower 
than the domestic prices of coarse grains. Since com prices are 
supported under the parity program in the United States the use 
of laid down corn prices as a guide would raise the price of feed 
grains to the Eastern feeder by the amount of the effective price 
support plus the tariff. 

Coarse grains compete with wheat for available acreage in the 

* The first Canadian Wheat Board of 1919 was a monopoly; it purdiased all 
wheat offered for sale in commercial channels The second Wheat Board of 19S5 
bought at a pre-determined initial price but the market for cash and wheat futura 
was left open until September of 1943, During this period the farmer had the option 
of selling eiUier to the Board or on the open market depending upon the relative 
prices offered. 
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Prairie Provinces. Of the 60 million acres cultivated in these three 
provinces roughly ^6 million is seeded to wheat, 14 million to coarse 
grains and the remaining £0 million are summerfallowed. The 
coarse grain acreage is concentrated in the black soil zone to the 
north where it claims a third of the cultivated acreage with a 
like proportion being devoted to both wheat and summerfallow. 
This is the mixed farming area where hogs, beef and dairy cattle 
enterprises are found on many farms, although wheat is still the 
primary cash crop. On the short grass plains to the south coarse 
grains claim some 10 percent of the cultivated acreage with wheat 
occupying nearly a half and summerfallow the remaining 40 per- 
cent.® 

A high proportion of these coarse grains are fed on the farms 
where grown. Farmers’ marketings average about 38 percent of 
production for oats and 46 percent for barley. Under the Freight 
Assistance ftogram roughly half the oats and barley marketed in 
Western Canada have been shipped to Eastern Canada and British 
Columbia, Although statistics for pre-war shipments are not avail- 
able they are known to have been much smaller. 

The operator of a typical one-hundred acre farm in Ontario or 
Quebec finds that he can increase his net farm income by intensify- 
ing production. Much of the land in Central Canada as well as in 
the Maritime provinces of New Brunswick and Nova Scotia is 
better suited for the production of grass than grain. Since 1941 the 
Dominion Government in an effort to eicpand the output of live- 
stock, dairy and poultry products has paid the freight on some 753 
million bushels of grain moving from the Prairies into Eastern 
Canada and British Columbia.'^ Between 1943 and 1947 farmers in 
Eastern Canada imported from the west as much feed grain as they, 
themselves, produced. Prior to the removal of price ceilings on 
grains and livestock in October of 1947 the feeder was also granted 
a **drawback” on purchased grain used for feed.® These subsidies 

® Estimates are derived from unpublished data compiled by the Canadian Wheat 
Board from producers* delive^ permits. 

^ Data from Feeds Administration, Dominion Department of Agriculture, Ot- 
tawa. 

» The practice of allowing a “drawback** to the feeder of wheat is inequitable in 
its application as between feeders m Western Canada buying gram and those pro- 
ducing all or part of their own feed grams, A similar criticism may be made of the 
practice of distributing ^‘equalisation payments** on coarse grains During the war 
and immediate post war years anyone exporting coarse grains to the United States 
was required to secure a permit and to pay to the Board the approximate amount 
by which the price in the United States exceeded that in Canada. This device per- 
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on feed grain, shared by the farmer and consumer, have served to 
expand the domestic market for western feed grain. The Canadian 
Federation of Agriculture urges their continuance as a permanent 
part of our agricultural policy. 

Row Will the Government Price Feed Grains^ 

This is certainly the fundamental issue which must be met once 
the open market is closed and the buying and seUing prices of oats 
and barley are fixed by the Cabinet,® The first reaction of Mr, 
Howe, Minister of Trade and Commerce, whose department is 
responsible for the administration of the grain trade, was *‘to look 
to the Canadian Federation of Agriculture to recommend prices for 
oats and barley satisfactory both to producers and feeders.*’^® 
Since the Federation represents both the grain growers in the west 
and the feeders in the east, one may assume that the reception 
accorded to this suggestion was something less than enthusiastic. 

Despite the obvious advantages of this inter-regional trade in 
feed grains it complicates the problem of administered pricing. 
Prairie farmers would like to sell their surplus oats and barley at 
prices which would, over a period of years, maximize their receipts 
from such sales; eastern farmers, on the other hand, would like to 
pay as low a price as is consistent with an adequate and assured 
supply of feed grains. There is, then, a rather sharp divergence of 
interest between the two groups of producers as to the price which 
should be fixed for oats and barley. 

Evidence of this divergence of interest between the producer and 
feeder of coarse grains is to be found in a resolution passed by the 
Western Agricultural Conference. This Conference, which is made 
up of delegates representing organized agriculture in the four 


mitted exports while protecting the domestic price ceiling. Receipts from “equaliza- 
tion fees” were pro-rated back to all farmers who had dehvered gram. 

The real cost to the farmer feeding grain which he h^ grown was the selling 
price of that grain. This was greater than the purchase price to the non-grain-grow- 
ing feeder, in the case of wheat, by the amount of the “drawback” plus the parti(»- 
pation payment, m the case of coarse grains by the “equalization payments.” Al- 
though all of these payments, except the participation payment on wheat, have now 
been discontmued, this situation could recur if, once the market!^ of coarse ^ina 
are brought under the Wheat Board, the pnee to the producer is fixed at a higher 
level than the price to the feeder. 

* Subsection (c), section 29A of Bill 135, An Act to Amend the Canadian Wheat 
Board Act, 1935, provides that the initial prices jmid to the producers of oats and 
barley are to be fixed by the Govemor-in-Council, i.e-, the Cabinet. Presumably the 
Board is to offer coarse grains at prices approved by the Cabinet. 

ManitohdCs Position cm Oats and Barley Marking, p. 3. 
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western provinces, met in Saskatoon on January ^0 of this year. 
The resolution dealing with coarse grains was as follows: 

‘*that a joint effort he made to enable the Canadian Wheat Board to be 
the sole marketing agency for coarse grains and that any legislation giving 
the Canadian Wheat Board the same exclusive powers over the marketing 
of other grains as it now exercises over wheat, should be based on the 
principle that the Canadian Wheat Board should be an agency operating 
in the interests of grain producers, with a duty at all times to sell grain 
for the best available price whether in export or domestic markets, and 
should not be used as an iostrument of government policy to limit domestic 
prices.”'^ 

This resolution immediately raises the question as to what the 
Conference meant when they asked that the ‘‘Board should be an 
agency operating in the interests of grain producers, with a duty at 
all times to sell grain at the best available price whether in export or 
domestic markets*” The Wheat Board Act states that the Board 
“shall sell and dispose of grain ... at such prices as it considers 
reasonable with the object of promoting the sale of grain produced 
in Canada in world markets.”^ 

One might conclude that the Conference would have the Cabinet, 
or the Board, so fix the selling prices of coarse grains as to maximize 
the Board’s receipts from such sales over any given period of time.^® 
If this were done the government would, in effect, be establishing 
a monopoly on behalf of the western grain grower. 

The Ontario Federation of Agriculture apparently does not 
believe that the Board, although the agent of the producer, need 
price feed grains in this way* At their annual meeting they passed 
the following resolution: 

Coarse Grains Marketing 

Whereas 73 percent of farm income in Ontario is received for livestock 
products; 

And whereas reasonable stability in feedmg costs is necessary to build and 
maintain this industry at high levels; 

And whereas speculative fluctuations in the prices of coarse grains do not 
promote this necessary stability; 

As reported in the Manitoba Co-operator of January 27, 1949. 

The Canadian Wheat Board Act 1935, subsection 1 of section 5 of Part I, 

^ The peri<^ of time considered may prove very important. Prices which would 
maximize receipts over a day or a week might yield less than maximum receipts over 
a lorger period because of their effect upon feeders* production decisions. If the ob- 
jec^ve is to adjust price at that level at which the price elasticity of demand is 
unity, the price fixing agency might well find the elasticity of demand to be greater 
over a long^ period of time and hence warrant a lower price. 
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Therefore be it resolved that the Ontario Federation of Agriculture in 
aamual meeting assembled ask tbe Canadian Federation of Agriculture to 
press whatever negotiations are necessary to have coarse grains marketed 
in the prairie provinces come under the control of the Wheat Board, and 
in pressing this request, we agree that: 

1. The Board should be the agent of the producers of coarse grains. 
The selling policy of the board should be based on the free supply and 
demand situation for coarse grains both in Canada and in export 
markets but the Board should take steps to see that adequate feed 
reserves are maintained in Canada to safeguard the livestock industry 
which, in the long run, is the most important market for coarse 
grains produced in Canada. 

3. The Board should have an advisory committee recommended by the 
Canadian Federation of Agriculture which committee should be 
representative of the growers and the feeders of coarse grmns. 

It is apparent that farm leaders in both eastern and western 
Canada believe that the government can establish prices which are 
“fair to producers and consumers alike.’* Both groups are anxious 
to escape from short run fluctuations in price which they regard 
as unnecessary. Any reduction which can be achieved in price varia- 
tion and/or any increase in price certainty through the announce- 
ment of minimum or maximum prices in advance may well lessen 
the costs of producing both grain and livestock and represent a 
contribution to the general welfare. 

While the resolution of the Ontario Federation stresses “reason- 
able stability in feeding costs” it also concurs in the fixing of selling 
prices at a level “based on the free supply and demand situation 
for coarse grains both in Canada and export markets.*’ The Federa- 
tion may have anticipated some stabilization in the price of coarse 
grains as a result of the maintenance of “adequate feed reserves.” 

There is, in the opinion of the writer, a distinct possibility that 
it is possible to devise and apply a system of administered prices 
which will do a better job, in terms of resource allocation, of getting 
grain and livestock products produced than the open market will 
do. It is not apparent, however, that such a system has been devised 
prior to the launching of this present program of state marketing. 
Western farm leaders do not want state marketing of coarse grains 
in order to secure a monopoly price for their product. They seem 
inclined to believe that it is possible to make the Wheat Board the 
sole marketing agency and at the same time retain the open market 
as a guide to the Board in fixing initial prices to the producer and 
selling prices to the feeder. Since the Board in marketing the 
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western crop will control over 90 percent of the supplies of coarse 
grains entering into commercial channels for the country as a whole 
the Board’s selling price will determine the market price rather 
than the converse. Nevertheless, Mr. Howe, in announcing mini- 
mum initial prices to be paid producers in 1949-50, also stated that 
the Board’s sellmg prices will be set from day to day and will 
depend upon the strength of demand.^^ It might be inferred that 
Mr. Howe anticipates guidance from the market in setting these 
prices. In any event prices to feeders will not be forward prices in 
the sense of being announced far enough in advance to reduce the 
price uncertainty confronting livestock producers. 

The obvious danger is that the buying and domestic selling prices 
fixed by government for oats and barley will become “political 
prices.” Rather than being established upon the basis of economic 
criteria, i.e., equating supply and demand, government will be sub- 
ject to a strong temptation to fix grain prices at that level which 
will satisfy a maximum number of voters. Pressure may well be 
brought to bear upon the government by those speaking on behalf 
of the western producer to fix the price at a higher level; by those 
speaking on behaU of the eastern feeder to fix the price at a lower 
level. Caught between these two forces any government may well 
find that the easiest solution from a political point of view is to 
satisfy both groups, and, rather than setting one price for both 
sellers and buyers,^® to establish two prices and then to bridge the 
gap between the higher price to the grower and the lower price to 
the feeder with a subsidy. The Canadian consumer should not 
prove too unhappy with this arrangement since he would indirectly 
benefit from a lower price of meats, poultry and dairy products. 
Having satisfied three groups, the government in power may find 
it possible to ignore the complaints of the taxpayer who would be 
called upon to make up any deficits incurred by the Wheat Board 
on its oats and barley accounts. 

Prices determined in this way almost inevitably lead to trouble — 
and to ever more far-reaching controls. There exists a very high 
degree of inter-dependence among the prices of our various farm 
products. If the price of any one of them is pulled out of line by 
means of controls the effects are transmitted to the production, 

^ As stated in an official press release of July 30. 

** 0^, to be more specific, to make the Board’s sellmg price equal to the price to 
the prodiicer plus the cost handling and transportation. 
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consumption and hence price, of the other uncontrolled products. 
If, for example, the price to the producer of coarse grains is fixed at 
too high a level relative to the price of wheat, farmers will seed 
too many acres to oats and barley and too few to wheat. If the 
selling prices of oats and barley are set too high relatively to the 
prices of hogs, cheese, butter or eggs, the output of these products 
will fall off. The control of coarse grain prices may well lead to con- 
trol of the prices of those products which coarse grains are used 
to produce. Canada exports more than one-fourth of her total out- 
put of all farm products; she must, therefore, be prepared to pro- 
duce those products which are in export demand and to sell them 
at competitive prices. This requirement precludes the setting of a 
fixed price for a product in Canada at a level higher than the export 
price unless the government is prepared to subsidize exports. 

In the remainder of this paper we propose to examine briefly 
some of the factors which the government will need to take into 
consideration in fixing the buying and domestic selling prices of 
coarse grains. To begin with, it would appear that, since the acreage 
seeded to these various grains in many sections of the prairies is 
fairly sensitive to relative price, the relative quantities of wheat, 
oats and barley desired must be carefully evaluated when fixing the 
price to the producer. Moreover the price to the producer may not 
be fixed independently of the price to the feeder, or at least not 
after storage facilities are filled. The quantities of these grains 
which the government will wish to see produced will vary with the 
demand for wheat and feed grains and the strength of this demand 
must be evaluated in terms of specific selling prices as well as other 
relevant parameters. 

In sellmg the Board is not obligated to ask the same prices which 
it pays to the producer, or even to fix its selling prices in such a way 
as to preserve the same ratio among them as existed among the 
buying prices. If one of these three grains is overpriced on either the 
buying or selling side the Board will soon find itself in possession of 
excessive stocks of that grain. The principle involved in fixing prices 
so as to equate supply and demand is that of permitting the choices 
of the ultimate consumer to be reflected back to the producer in 
order to permit the latter so to allocate his resources as to satisfy 
the consumers preferences. If the Cabinet^s objective in pricing 
these grains is to equate supply and demand it seems quite possible, 
by falling back upon past experience of producers* and feeders* 
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response to price and by being given some leeway between bu3dng 
and selling prices through resort to monies appropriated by Parlia- 
ment, that this objective may be attained. One marked advantage 
of this method of pricing over that of the open market is that it 
would permit forward pricing — ^i.e., informing the producer of the 
respective minimum selling prices of his grain before he ever puts 
his seed into the ground. 

In pricing feed grains careful consideration will also need to be 
given the relationship between grain and livestock prices. The out- 
put of livestock, dairy and poultry products varies, not only with 
the prices of these products, but also with the relationship between 
the prices of these products and the price of feed grains. If livestock 
and poultry products are to be sold in the open market, supple- 
mented where possible by export contracts, the government will 
be in control of one of the important determinants of output and 
hence, indirectly, of price of some, at least, of these products. It 
is true that the government has more direct means of controlling 
the price of certain of these products, e.g., by negotiating export 
contracts for hogs, cheese and eggs or through floor prices for 
butter. So long as our beef cattle are permitted access to the United 
States market at prices anywhere near their present level the prices 
of feed grains will have little effect upon the supply of beef. 

In the event that we continue to be able to negotiate export 
contracts for livestock products with the United Kingdom the sell- 
ing prices of feed grains might be fixed at a level designed to fill 
these contracts and to satisfy the domestic market at comparable 
prices. With reduced contracts and shrinking non-contract export 
markets for livestock products, feed grains might be priced high 
enough to reduce the supply of such products to fit these markets. 
This approach might encounter heavy opposition from the feeders 
of coarse grains; it might also involve production or marketing 
controls on grain if supply exceeded demand once storage stocks 
became large. 

However the farm pressure groups on whose insistence this step 
is being taken do not expect the government to attempt merely to 
establish “equilibrium” prices. They favor government marketing 
because they believe it offers a means of reducing cyclical varia- 
tions in the price of grains. In other words they expect the buying 
prices of oats and barley to be fixed at higher than market levels 
during XJeriods of low market prices and, perhaps, lower than mar- 
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ket levels when grain prices are high. The support accorded the 
wheat contract with the United Kingdom would seem to indicate 
that prairie grain producers will accept moderate prices if some de- 
gree of longer-run price stability is assured to them. 

The necessity of satisfying this further requirement is going to 
complicate greatly the government’s pricing problem. Prices are 
now to be used as means of reducing those wide fluctuations in 
farm income which result from cyclical variations in the price of 
farm products. If during a depression, in order to support or stabi- 
lize farm income, the prices of oats, barley and wheat are held at 
levels higher than those needed to establish equilibrium between 
supply and demand, it will be necessary either to support the prices 
of rye and oilseed crops or limit the acreage or deliveries of the three 
grains whose prices enjoy support. Otherwise farmers will simply 
fail to produce those crops whose prices are not supported. In the 
park belt this may also apply to the acreages normally seeded to 
forage crops where such land may be used for grains. 

No provision is made for the accumulation of a fund from the 
excess of selling over buying prices during periods of high grain 
prices to be used to keep buying prices above selling prices when 
grain prices are low. Bill 135 limits the pooling period for coarse 
grains to one crop year thus preventing pooling over a period long 
enough to cover years of both high and low prices. Probable deficits 
incurred by the Wheat Board on its coarse grain accounts during 
periods of low grain prices will be made up from the Consolidated 
Revenue Fund while surpluses will be pro-rated back to producers. 
This means transfer payments from the taxpayer to the farmer 
over a period of years. One disturbing feature of this policy is that 
once the open market has been closed there is no reliable way of 
computing the volume of such transfer payments. 

The Agricultural Prices Support Act of 1944 excluded wheat from 
the products whose prices it might support since this grain was 
already being marketed by a government agency. In fairness to 
the western farmer it should be said that he is not supporting 
government marketing of coarse grains for the purpose of exacting 
subsidies from the federal treasury. By selling through a pool every 
farmer will receive the same price for the same grade irrespective 
of the date within the crop year at which he makes delivery of his 
grain. Both producers and feeders expect a more stable price of feed 
grains than under an open market. The first of these two advan- 



G, L. BtJBTON 


654 ‘ 

tages might be secured by means of a voluntary pool.^® Govern- 
ment storage operations might serve to reduce substantially those 
fluctuations in price arising from variations in yield. It is by no 
means certain that a state marketing monopoly is the best means 
of attaining either of these two objectives. 

The initial price which the Government has now decided the 
Board shall pay for oats and barley is the support price announced 
on March 15, 1949. Initial prices are thus being used as a means of 
supporting the incomes of coarse grain producers j'ust as with 
wheat. Actually, of course, the same fanners produce both wheat 
and coarse grains. In the event that the Board’s initial buying price 
is higher than its domestic selling price coarse grain producers may 
prove reluctant to feed their grain to livestock in competition with 
specialized feeders who can obtain feed grains at a lower price from 
the Board. There appears to be no practical administrative method 
of buying feed grains from the grower-feeder at the higher price 
and selling it back to him for feeding at a lower price.^^ 

The difficulties of establishing prices for coarse grains which will 
serve the dual function of equating the supply of and the demand 
for these grains and at the same time providing stabilized prices in 
the face of fluctuations in the level of employment and national 
income seem virtually insurmountable. If the latter obj'ective is 
considered the more important, resort will likely be had either to 
marketing or production controls to achieve the former. 

This nationalization of the marketing structure for coarse grains 
may have international as well as national implications. Canada 
would seem to be falling in with the present trend toward state 
trading observable in so many other countries. Once the govern- 
ment had assumed the responsibility of marketing Canadian wheat 
in peace as well as war there seemed no good reason to the farmer 
why it should not market coarse grains. There may be equally 
cogent reasons why government should market the beef, hogs, 
cheese and eggs which are produced from coarse grains. 

The economist has a prejudice in favor of using the price system 
as a means of informing producers what products consumers are 
willing and able to buy. Many writers on the economics of socialism 

The Government has asked the Canadian Wheat Board to conduct a voluntary 
pool flaaseed in IQiP-SO, The initial price is fixed at $2 50 per bushel for No. 
I C.W. fiaxseed basis in store Fmt William. 

See above footnote 8. 
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would retain the price system as the most effective means of per- 
forming this function.^® If government control of the price structure 
for grains is to be used as a means of stabilizing farm income over 
the ups and downs of the business cycle the implications of such 
control need to be thoroughly explored. Few would quarrel with the 
objective. The important question is what is the cost and what kind 
of by-products come wrapped in the same package with price 
stabilization. Since the government has indicated its intention of 
implementing Bill 135 at the beginning of the new crop year, 
August 1, more of the answers will have been placed on the record 
before this article is published.^® 

“ See Abram Bergson’s essay. Socialist Economics, in A Survey of ConUmporary 
Ecmomies edited by Howard S. Ellis, Blakiston, 1948, pp. 432-^0. 

“ A Canadian TOeat Board statement issued on August 4 and after the above 
article was written, gives some idea of the Board’s resale plans. The Board is not 
taking over the very considerable stocks of old crop oats and barley which were 
dehvered by farmers prior to August 1st, and which are still in the process of being 
marketed by the present holders. This means that for some time alter the marketing 
of the new crop begins there will be two classes of coarse grains for sale, the new 
crop stocks handled by the Wheat Board and the old crop stocks following the open 
market route Since most of the old crop stocks have been hedged m the Winnipeg 
futures market for October and December delivery, open market tradmg in grain 
for future delivery as well as in cash grain is bound to continue until marketing ci 
the old stocks is finally completed. 

In view of this situation it is not surprising that the Wheat Board should now 
announce its intention of making ^neral use of the existing facihties including the 
future trading facifities of the Grain Exchange. At present the Board is offering to 
sell grain at daily quoted prices in store the L^ehead, bo^ for immediate and future 
sMjpment, to dealers for distribulion to users. These selling offers are made in com- 
petition with the private trade which is marketing the carryover from last year’s 
crop. For the time being at least, therefore, the Board has left the way open for 
eastern dealers to continue buying as heretofore. It is difficult to see how this open 
market system can possibly continue in operation once the old crop stocks have 
been findfly disposed of. 
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T WENTY-FIVE years ago agricultural economists were deeply 
concerned over the need for improved methods of research. 
The eflPorts in this direction and the assistance of the Social Science 
Research Council are well known, and need not be recounted here. 
Whatever else may be said about this effort, it gave impetus to 
great improvement in statistical methods of economic research, 
which has been of inestimable value; some of the top flight statisti- 
cians of the country are to be found among research workers in 
agricultural economics. 

There is again a deep sense of uneasiness about methods of 
research in agricultural economics. But now, if I sense the situation 
correctly, there is little expectation that a well chosen committee 
might go to some authority, such as Karl Pearson, and find ade- 
quate answers to our problems. What has happened, is that now 
the whole underpinnings of economics itself are open to question. 
Consequently, just as it is no longer possible to find an adequate 
research method to apply to our problems, so it is no longer pos- 
sible to find an adequate ‘*pure” economics to apply to the eco- 
nomic problems of agriculture. Two conclusions seem obvious : (1) 
that comprehensive methods of investigation must be devised by 
agricultural economists out of our own investigation, and (2) this 
presents an unusual opportunity to contribute to economic and 
social science theory generally if we have the wit to do the job 
before us. 

As I have tried to analyze and tmderstand economic theory and 
scientific method in economics I have become impressed by both 
the need for, and the possibilities of, a restatement of our problems 
in the light of logical theory. Such an effort requires a consideration 
of the very foundations of methodology in economics. This paper 
reports a part of an attempt to state the methodological issues in 
economics by an examination of the relevant issues in economic 
^eory, logical theory and statistics. From the viewpoint of syste- 
matic generalization, logical theory is both more inclusive and more 
fundamental. Consequently this essay takes the form of analyzing 
the whole complex of issues from the perspective of logical analysis. 
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I have thought for a long time that the issues in economic analy- 
sis might be clarified by systematic recourse to logical theory. For 
example, it appeared likely that a thorough study of John Stuart 
MilFs Logic might reveal the true theoretical foundations of classi- 
cal, and possibly neo-classical, economics. Furthermore, I supposed 
that modern logical theory might help to explain the peculiar direc- 
tions of modern theorizing in economics. I do not claim to have 
mastered the several theories of logic or any one of them. But the 
work of colleagues and some of my students, as well as my own 
effort, has deepened my conviction that a real understanding of 
logical theory by economists would greatly strengthen our work 
in research and theoretical economics. As I have read current 
philosophical theory, the works of Dewey and G. H. Mead have 
been most concerned with the issues that grew out of my attempts 
to understand economic analysis. I therefore set out to achieve suf- 
ficient mastery over their works, especially Dewey’s, to enable me 
to examine the methodological issues in economics in the light of 
their insight.* Although I do not see that the social sciences are 
quite so primitive as he concludes in his chapter on Social Inquiry 
in his Logic^^ I am convinced that the basic argument in his logical 
theory may well prove to be the most profound contribution of 
modem times to social science methodology. 

The General Issues 

As we think systematically we make such distinctions as are 
necessary for accurate thought. Just precisely what the distinctions 
are in terms of basic issues depends in part upon the general view- 

* Most of the specific investigational issues are stated in terms of the problems 
of the economics of agriculture, the field of my research program. I have tried to 
test the idep presented here against the issues as presented by the most diverse 
viewpomts in economics; but no doubt the particular turn which my thinking has 
taken has been influenced most by my graduate teachers who left wiii me countless 
suggestions and statements of dilemmas or paradoxes — especially I find myself 
returning again and again to the remarks of Professors B H. Hibbard, J. B. Com- 
mons, and P H. Knight. From the formal study of philosophy, I owe a heavy debt 
to Professors Max Otto and Charner Perry. Among my colleagues, I have benefited 
greatly by the criticisms and comments over the years by Carl Bogbolt, Horace 
Pries, Erven Long, Walter Morton, James Earley, and Martin Bronfenbrenner. 
Not the least of the stimulus to t^ attempt to work through the issues in economic 
methodology have been the pressing questions of my students. Out of that profound 
wisdom which doubts all things, students manage somehow to keep one forever in 
that strange attempt to get his feet on solid ground by thinking about things which 
are over bis head. To the participants m the several Land Tenure Workshops 
sponsored by the Farm Foundation I am also indebted for countless suggestions. 

^ John Dewey, Logic^ The Theory of Inquiry, Henry Holt and Company, 1938. 
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point of the analyst. These viewpoints are to be distinguished from 
each other on two different bases* (1) what we may call the philo- 
sophical frame of reference and (2) the degree of generality at- 
tempted in the viewpoint. 

As to the first, I accept as a working hypothesis for these analyses 
the general viewpoint most accurately characterized as instrumen- 
talism. I do this out of a conclusion that here better than anywhere 
else do I find the basic distinctions relevant to social inquiry as 
practiced by economists. One of the critical issues here is the ques- 
tion of whether or not mind is a creative factor in the social process. 
Unless thinking can do more than merely reflect ‘‘reality” as a 
mirror, or observe it as an Olympian spectator, there is no possi- 
bility of inquiry being creative. Much of the cynicism of modern 
economic thought comes from the xmcritical incorporation therein 
of a basic assumption that thinking cannot possibly have any fun- 
damental influence on “reality.” 

One of our difficulties in economics is that the field is so vast that 
different people are thinking about different aspects of the whole. 
If someone sets out to analyze the problems of price predictions, 
everyone, including the investigator himself, should recognize that 
what he has to say will be only obliquely relevant to questions of 
economic organization or control. Again, if we are striving for a 
statement of the conditions of general equilibrium and achieve this 
by assuming that the critical questions of valuation are all settled, 
then we should recognize that we have said nothing about valua- 
tion except what we assumed in the first place. 

In short, our purposes and problems dictate the required scope 
of analyses. This might seem to be simple but in the present state 
of economic thought it is indeed a very difficult matter. Not the 
least of the difficulties is the fact that economic theory is being 
taught as a technique of analysis without adequate formulation of 
the relations to the fundamental issues either in a truly general 
theory of economics, or of the requirements for investigating genu- 
ine social problems. We should not, however, minimize or in any 
way discredit these techniques of analysis. The problem in this 
context is rather one of formulating the more comprehensive issues 
so that we can put economic theory to more fundamental tests than 
lo^cal consistency. 

For these and related reasons I have tried to think my way 
through the issues by relating them to the basic insights of logical 
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theory. As we do this we find ourselves drawing careful distinctions 
between fact and idea; and examining the question of whether 
economic theory is a system of general ideas, inquiring how eco- 
nomic theory is related to hypotheses in investigation, etc. To make 
and discuss such distinctions we must have some common under- 
standing of the nature of propositions and their relation to judg- 
ment; of induction-deduction; of definitions and classification; of 
the theoiy of predication; and other elements of logical analysis. 

One of the most diflScult tasks in all this, at least for one whose 
primary training is in economics, is to keep clearly in focus the 
logical nature of the distinctions. 

Kinds of Scieniific Oemsrdizcdions: GeTteroL Propositions 

We begin the exposition by accepting the conception that there 
are two distinct kinds of scientific generalizations ; the abstract and 
the factual.* The validity of this conception will be argued sub- 
sequently. Abstract generalizations are technically known as Uni- 
versal Hypothetical Propositions; generalizations of fact are known 
in logical theory as Generic Propositions.* Abstract universal prop- 
ositions formulate the basic argument of scientific theory, includ- 
ing economic theory. The generic generals state the generalized 
facts, the estabhshed facts, in propositional form. As will be devel- 
oped in more detail in subsequent sections of this paper, scientific 
generalizations from investigations of fact can be achieved only by 
the use of the hypothetical universals. This requires some examina- 
tion of the actual processes of generalization — of the relation 
between induction and deduction. Also it will be argued, that the 
content of hypothetical universals is given by the nature of the 
problem under investigation. 

A proposition is distinguished from a mere social communication 
by the function it performs rather than by the form. A proposition 
is an assertion which is grounded in argument and evidence; it is 
a statement which is a part of a set or series of statements each of 
which is framed with reference to resolving a question, by pointing 

* Dewey, Logic, especially Chapa. XIV and XV, pp. 264-310. 

* Beaders wiU recognize the difierence between accepting this distinction here for 
purposes of simple statement of the argument and acceptance of the same as a vaJSd 
hypothec for ihe explanation of scientific theory. The latter is of course the funda- 
mental question. I shall attempt to present the main points of the ba^c argument 
for the validity of this distinction— but a complete analy^ of the issues would 
^uire that we cover the whole field of logical tl^iy. Such is manifestly impossible 
in this essay. 
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toward some “cumulative convergence in effecting final judgment/’ 
A logically complete proposition indicates its own grounds for 
validity^^ 

The reasoning back of this assertion that there are two funda- 
mentally different kinds of scientific generalizations will become 
evident as the argument develops. But I do not want to gloss over 
the fact that this is a genuine issue. For example, once this distinc- 
tion is granted the oft repeated claim that a theory is warranted 
because the assumptions upon which it rests “fit the facts’* must 
be re-examined. Also, new light is shed upon Professor Knight’s 
perennial insistence that great confusion is injected into economic 
analysis by the erroneous belief that economic theory describes 
existence. 

Professor Frazer maintains that there are not two different sets 
of propositions, but that two different aspects of the same proposi- 
tions should be distinguished.^ Mr. Hutchison, however, holds that 
economic theory is so completely separated from generalization of 
fact that pure theory is simply “verbal” — a set of seemingly inde- 
pendent propositions/ 

I cite these different interpretations merely for the purpose of 
indicating the order of issues involved in the acceptance of a posi- 
tion regarding the kinds of propositions. But the issues cannot be 
argued out now. Here I simply observe that in the argument of this 
paper, economic theory is considered as falling within the realm 
of universal hypothetical propositions. Such propositions do not 
describe the facts; rather the function of these propositions is to 
“prescribe” the conditions which must be met in classifications of 
fact. As such, economic theory is an elaboration of definitions, but 


* See De^rey, p. 321. Also: “When it is said that ‘iron is a metal* the propo- 
rtion does not appear rational because we cannot convert it simply mto *metal is 
iron * But the proposition as it stands is not logically a complete proposition. It 
does not indicate or even suggest its own grounds. At most it is either a sentence 
communicating information or is a proposition preliminary to further inquiries. 
The complete proposition is Tron is a metal possessed of such-and-such differential 
characteristics.’ Any metal having these speciffed properties is iron, so that the 
proposition is logically, not verbally, a proposition regarding a relation of kinds ** 
p 308-309 ^ 

^ Economic Thought and Language, L. M. Frazer, A. & C. Black, Ltd. London 
1937, p. 32. 

• The Significance and Baeic Fosiuhies of Economic Theory^ Hutchison, T. W. 
Macmillan, London, 1938. In critical discussion of the issues involved m this positiv- 
istic conception of dieory and methodology see Professor Knight’s review, “^^at 
Is the Truth in Economics?” Journal of Pdiiical Economy^ Vol. 48, 1940, p. 1; and 
the reply and rejoinder in same Journal, Vol. 49, pp. 732ff., Oct. 1941 
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the definitions are not arbitrary or to be selected at the pleasure 
of the theorizer. Rather the definitions and theories are elaborated 
from insights derived from actual existential relations. The solution 
accepted in this paper is that the two different kinds of generaliza- 
tions are distinguished by analyzing the function which they per- 
form in inquiry. 

There is a fundamental difference also in the way in which prop- 
ositions within the two types are related to each other Hypothet- 
ical universal propositions come in series; each proposition fol- 
lows from the preceding. They are related by logical necessity, and 
may be proved or disproved by logical analysis. Generical generals 
and other propositions about existences are developed in sets. As 
the propositions of fact are developed they gradually converge upon 
the point in question. In the latter, "proof” can never exceed some 
degree of probability. 

Warrantable Statements of Fact 

We may go right to the heart of the matter by asking the general 
question, how does one establish a statement of fact? This question 
has been answered in different ways; and this variety of answers 
can be found all through economic literature. 

Those who would simply collect observations of particular in- 
stances and then generalize from this collection, accept the concep- 
tion of a fact as given in and of itself ready to be picked — so to 
speak. So considered, facts are simply data (literally the given). 
If you follow out the argument of this approach, you come eventu- 
ally to the conclusion that the basic classifications of fact are (a) 
either given in nature (the Aristotelian view) or (b) in some form 
of sensational empiricism such as that the basis of classification is 
simply in the regularity of the repetition of impressions of the 
observer. In either case the facts can be known without discrimi- 
nating thought. 

It should not take very much argument to convince any investi- 
gator of the fundamental error of the above conception. Facts are 
not given; they are taken — ^taken by a process of selective discrimi- 
nation. Facts do not just happen, but happenings can be converted 
into facts. Only "things” just happen. In common speech we more 
frequently use the negative — ^as "nothing happened.** But stated 
either way the "given** nature of happenings is suggested. When we 
attempt to understand "what happens” we use thou^t to dis- 
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criminate ‘Tiappenings*^ into "events,” Again common speech notes 
this distinction by referring to happenings as "minor events” or 
"big events” and so on. Inquiry (research) discriminates happen- 
ings into events and these are "taken” to be facts, although we 
frequently mis-take something to be a fact which isn’t. Events are 
converted into facts when we understand the relations between 
them, the conditions upon which their occurrence depends,^ Facts 
are questions answered by inquiry into events. The genius of finding 
facts is largely knowing what questions to ask. 

Fact finding is more than observing what happens. To anticipate 
subsequent argument, facts are derived by judgment; and judg- 
ment is the core of the method of generalization. Regardless of the 
degrees of refinement in procedure, of sampling or otherwise, ulti- 
mately the events are "judged” to be facts. This appears to hold 
whether we consider few events as on one farm, or a mass of events 
as in the making of a crop estimate. 

It turns out, therefore, that the validity of the facts themselves 
turns on the methods of generalization. The view adopted and 
developed here is that particular observations are developed into 
facts through a process of comparison-contrast guided by a system 
of definitions — ^which definitions are a part of the comprehensive 
system of abstract conceptions. 

Ths Methods of Genordization 

(I) The geTwrdjHJdtern of inquiry; 'problem formdion and soliUi^ 

in any research effort worthy of the name, the attention of the 
research worker comes to a definite specified focus. We do not just 
research in general. We investigate something. How that something 
is chosen is not crucial provided only that the problem is real, not 
fanciful. In the practice of the advanced sciences, many, if not 
most, of the research problems are set by discrepancies between 
observed occurrences anil previously accepted explanations. But 

^ In Dewey’s statement: Facts ^*are selected and described ... for a purpose, 
namely statement of the problem involved in such a way that its material both 
indicates a meaning relevant to resolution of the diflSculty and serves to test its 
worth and validity,” logtc, p. 113. Or in more general terms* “The objects of sci- 
ence ... are an order of relations which serve as tools to effect immediate havings 
and beings” — ^John Dewey, Experienee and Natwre^ Open Court Pub Co. 1929, p. 
186, Again: “Enowle^ . . . aignifi^ events so discriminately penetrated by 
fhou^t that mind is literally at home in them.” J&zd., p. 161. 
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many of the problems studied by agricultural economists, at the 
state Experiment Stations at least, have been those posed in the 
first instance as immediately practical problems of farmers* For 
purpose of exposition here we shall direct our thinking to the 
formulation of a procedure in terms of analysis of an immediately 
given problem at the farm level. But however theoretical or im- 
mediately existential the problem, the ultimate test of a valid solu- 
tion must be the final explanation resolving the doubt, or answer 
to the question. This is checked by acting upon the conclusion; the 
final test for all sciences short of (in terms of abstractness), or 
other than, pure mathematics is practical relevance* 

(a) The affwaiion; conftised — problmiatic. Perhaps everyone who 
has worked in a state Experiment Station has had the esqpenence 
of being confronted with an assignment something like this; 
“Something is going wrong out at Silver Creek,” or “The farmers 
can^t get any help,” or “Their farms are being foreclosed,” or ‘The 
livestock are coming to market in bad shape,” or ‘The cooperative 
is about to go bankrupt,” or “What was once an active rural com- 
munity is now dead,” etc. The details aie infinitely varied, but the 
common import is a situation of confusion, doubt, tension. 

The first thing to get clear is whether or not the confusion is in 
the situation. If it is, this gives an objective base upon which to 
work. From this situation a problem is gradually defined. But there 
is a vast difference between a confused situation and a problem. 
What intervenes is the first stage of analysis — defining a problem. 
A problem is essentially that aspect of the situation which if modi- 
fied will correct the difficulty. In short, the problem is the limiting 
factor in the reconstruction of a situation. The solution of a prob- 
lem must be conceived of as in some way related to the potentiali- 
ties of the situation — ^the accessible or available alternatives. But 
the situation is not all confusion, otherwise investigation could 
scarcely be fruitful. The problem has to be set off against the stable 
parts of the situation which can be taken as reliable or dependable. 

There are two closely related but separable issues in the concep- 
tion of a problem. The nature of a problem and the logical function 
of problem solving. It is important that we conceive of the nature 
of a problem in some way which actually admits of solution. It is 
very common practice for economists to attempt to treat “prob- 
lems” as the discrepancy between the actual situation and some 
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*‘ideal” assumed to be the relevant solution.® Under this conception 
of a problem the *‘solution*’is simply a priori and arbitrary without 
regard to available alternatives in the situation. 

In the context of the present argument, however, the role of 
problem solving as a method of verification is the more critical con- 
sideration. The crux of the issue is simply this: that the only alter- 
native which we have to the validation of inquiry by problem solv- 
ing is a reliance either upon the self evidence of fact or principle 
as the foundations of knowledge — or upon revelation. Both of the 
latter alternatives are incompatible with a genuinely scientific view- 
point. It is the recognition of this point, I infer, which leads almost 
everyone to talk about problems and problem solving, regardless 
of viewpoint or of the way genuine problem solving fits into their 
implicit theory of knowledge. 

But if one is to conceive of problem formation and solution as a 
fundamental part of inquiry the actual procedures of investigating 
a problem need to be conceptualized. To return to the instance of 
investigating an immediate problem, when the investigator is 
handed the assignment he likely looks first for analogies.® Gradu- 
ally he be^ns to assemble some possibly relevant facts already 
known; number of farms, or kinds of livestock, or the history of a 
school or a church, etc,, depending on the situation being analyzed, 
Correlatively he takes a provisional inventory of explanations pre- 
viously ^ven and generally accepted; then if he is wise he will pick 
up unaccepted, even seemingly foolish, suggestions. The known 
facts are the raw materials of the “facts of the case” and correla- 
tively the explanations are the beginnings of the hypotheses to be 
formulated as a solution to the problem. So far all this is general 
and preparatory; the facts and suggestions are provisional — ^pro- 
visions for the explorations, in the literal sense of the term pro- 
vision. If similar problems have been investigated before, and the 
procedure is well established, the investigator will have available a 
large body of facts, presumably relevant, and a comprehensive 

® See for example Gale Johnson’s “Contribution of Price Policy to the Income 
and Resource Problems in Agriculture,” this Journal, VoL XXVI, No 4, November 
1944, p.asiff. 

® This is one place for the method of analogy — sometimes treated as a separate 
method. For example, “Research Method and Procedure in Agricultural Eco- 
nomics,” Social Science Research Council, 1928, pp 15 and 298 The position taken 
Iwre imphes that the use of analogy is simply a distinguishable phase in a con- 
tinuous process of research. This is essentially what the authors of “Research 
Method” also intended. 
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body of theory which will serve as the matrix for the hypothesis for 
this particular investigation. 

But the actual inspection of the situation is something different. 
Here one sees at first, say, farms of different sizes and qualities, 
occupied by persons of varied ages and capacities, etc. — ^in short, 
a cluster of unique events. The first stage of the actual exploration 
or inspection is to note the “qualities” of things. You talk to first 
one person and then another — just visiting but thinking all the 
while. You visit some more and “compare notes.” The notes you 
compare are simple assertions, each one rooted in an observation. 
Assertions of this order are simply statements regarding observed 
qualities but they don’t “make sense” as we say. In terms of logic 
the assertions are “particular propositions.” They may be interest- 
ing but they are scarcely instructive. 

So far we have noted only qualities. The observations of qualities 
make sense only when qualities are taken as the “traits” of some- 
thing. The observed qualities become evidence, as evidential traits* 
Or as we say quite accurately in common speech, *T saw this but 
what does it mean?” When qualities become the signs of something, 
they take on significance. 

Here is the root of the necessity for hypotheses, theories, syste- 
matically formulated concepts. For a quality to become a trait, 
or a sign, it must be related to some systematic system of concepts. 

In exploring the situation further, the investigator may suddenly 
“get an idea.” He sees a possible coimection between “particular” 
assertions. This coimection when analyzed is stated as a concep- 
tion; subsequently, if the analysis prospers, the conception directs 
further comparisons and contrasts and the situation begins to clear 
up. In systematic inquiry the h3Tpotheses guiding a particular 
investigation are elaborations of suggestions rooted in some “grow- 
ing point” in a comprehensive system of theory. The “meaning” 
of the facts in this problem then merges, throu^ discourse, with 
the general system of guiding theory. 

In terms of logical theory, the particular propositions are con- 
verted into “singular” propositions about connections among 
things. These singulars when classified into a comprehensive gen- 
eralization take their place as members of a kind, and are then 
comprehended by a more general proposition— the generic general. 
The farm machinery rusting out-of-doors becomes a sign of a 
neglectful farmer; which in turn is one of a larger class of farmers 



KsimETH H. Pabsons 


who are likely to have high costs in relation to returns, or permit 
their farms to erode, or their livestock to become diseased, or their 
children to become truants. What the quahty becomes a sign of 
depends in general on the purpose and context of the investigation, 
and in terms of procedure, upon the hypotheses that are then 
operative in inquiry. 

The hypotheses formulate the alternative possible solutions to 
the problem and are tried, reshaped, rejected or then finally 
accepted as the best explanation possible (under the circum- 
stances). 

In terms of a problem, the problem is not clearly formulated until 
the possible solutions are systematically stated. The problem is 
resolved by testing the several hypotheses, as possible explanations 
when used in conjunction with the facts — ^both the facts of the case 
brought into the analysis from previous studies and the facts pro- 
duced in this specific inquiry under the guidance of the very 
hypotheses for which the facts are evidence. 

It is much easier to see from our experience how the formulation 
of a problem suggests the solution than it is to comprehend the 
deeper insight that a problem is not formulated until a solution is 
projected. Instances abound from the work of agricultural econo- 
mists to illustrate how the formulation suggests a subsequent solu- 
tion. It was in the early ^twenties, I believe, that the index of the 
prices of things farmers sell and the index of the prices of things 
farmers buy were published in parallel fashion in the AgricvUural 
Situation, On the surface this appears to be within the conception 
of Say*s law that goods exchange for goods. But this publication 
undoubtedly gave great impetus to the practical solution which set 
out to achieve “parity” prices for farm products. Similarly, Pro- 
fessor Knight’s formulation of “uncertainty,” which was devised 
as a part of a rigorous statement of the theory of distribution, when 
taken to represent a “problem” in agriculture leads directly to the 
solution of ^^forward pricing” as a method of solving the problem 
of uncertainty in resource use. 

Clearly , then, the formulation of a problem is a gradual process — 
in which events are converted into relevant facts, and facts are 
taken, or discarded, as evidence. This requires a continuous shift- 
ing back and forth from clearer evidence to refinement of h 3 q>othe- 
sis. 

(6) The logical function of schedules. Somewhere in this process of 
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investigating a situation, if a field survey is to be made a field sched- 
ule has to be drawn up. A real schedule differs from a mere listing 
of observations simply in this: that in the schedules qualities 
observed are treated as traits of something. And they are traits only 
in so far as the problem has been thought through. It is therefore 
not surprising that rarely, if ever, is a schedule found to be com- 
pletely adequate. This also indicates why some of the most reveal- 
ing observations in a study may be those written in the mar^ns or 
on the back of the schedule. They are notations of qualities which 
are found upon further analysis to indicate significant traits. The 
reason may be equally evident for the crippling or blinding effect 
of stereotyped questions on a schedule imported from previous 
studies. Questions on schedules, to be effective, need to be compo- 
nents of a system of concepts which have been thought together 
with specific reference to the problem at hand. 

{2) Induction and dedtiction. 

It is a commonplace that induction and deduction are both 
necessary in systematic inquiry. But what is meant by the two 
operations, independently and conjunctively, is less frequently 
explained. Although the two processes are so mutually involved as 
to make inquiry impossible without both, the inductive function 
will be examined first. 

It is generally agreed that induction is the process by which gen- 
eralisations are arrived at. The significant questions turn on hou) 
this is done. In the viewpoint incorporated in this paper,^® the crit- 
ical point in induction is the transformation of a particular into a 
singular. The active process of generalization centers here and 
amounts to the construction of a singular from a particular. 

An illustration may help make this point more understandable. 
A farmer is operating a relatively small place, yet seems to be mak- 
ing a good income without extraordinary effort. As an instance he 
is unique — in common speech we say, *‘he is in a class by himself/* 
This of course is logically equivalent to sa3dng that he isn*t in a 
“class” at all. But a farm management survey will classify him. 
How? If meaningfully, it seems to me, the researcher will seek out 
the connection between the many elements in the farm in such a 
way that he has some idea of how this same set of “attributes” can 

“ See Dewey, Logie, Chap. XXI, Induction and Deduction, espedbdly pp. 5848- 
S52. 
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be reconstructed. Tbe investigator will have ideas of the way things 
are involved together on this farm so that he can direct the way in 
which other farmers may be able to do likewise. When the analysis 
has proceeded as far, then this original unique farm combination, 
this cluster of events, becomes the ground of the construction of a 
singular case which is one of a kind (shall we say efficient, high- 
labor-'income small farmers). But the point is that generalization 
from this particular case is based upon the possibility of recon- 
structing the essential relationships for a singular. Consequently 
the generalization is possible only through the instrumentalities of 
the hypotheses which directed the analysis, by formulating the 
“possibilities” by which the “potentialities” of the involvements 
were analyzed. 

The inductive process, then, moves from particulars to generals 
by the formation of classes, through controlled institution of singu- 
lars (to use the logical terminology). But classifications are worked 
out only with definitions; here the cooperative, or complementary, 
nature of induction-deduction is clearly evident. 

Deduction is a chain argument. In deductive thought there is 
the development of implications through a series of statements, 
each of which is related to the other in a logically necessary way. 
Grant the initial proposition and you are forced to accept the 
others, simply because all are implicit in the first. 

The function of deduction in the process of generalization is to 
develop the implications of certain relations. More' specifically a 
chain of reasoning develops a series of propositions, a theory; this 
theory is an inclusive set of definitions used in the investigation. 
These definitions work out in rigorous fashion the interrelation of 
characters. For example, in “a perfect market ... all the buyers 
and sellers in it have perfect knowledge of demand, supply, and 
prices and act rationally upon that knowledge.”^^ These characters 
of a perfect market are so interrelated that all must be embraced 
within one general conception. Each is implied in the other. The 
binding together by implicatory reasoning of such concepts as the 
market, supply, and consumption into a logically consistent system 
is economic theory. The deductive function in generalization elabo- 
rates an appropriate possible set of definitions, which set is gradu- 
ally whittled down by trial — ^gradually reduced to the one best 
definition for the investigation of that time and place. 

^ Shepherd, Geoffrey S., Agrietdtural Price Anciysis, Colie^ate Press, 1941, p. 31. 
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(a) Classifications — definitions. Classifications of relations into 
mutually exclusive classes are possible only on the basis of complete 
definitions* The aim of an exhaustive classification, on a given rela- 
tion, or set of relations, is to classify the (existential) events into 
mutually exclusive classes — ^with all of the cases included; the 
classes total 100% of the universe* Essentially these classes are addi- 
tive. But such inclusive-exclusive classes, based on characteristics, 
can be formed only on the basis of definitions in which the relevant 
characters are worked together by discourse in such a way that the 
essential interlockings are clearly defined. The definition or system 
of definitions points to a conjunction of traits. If the particular 
instance fails to qualify on all of the specified traits it is not placed 
in this class. The chaTaderistics are classified according to the way 
the characters are related in the definition. 

(fi) Oeneralization through judgment 

Scientific inquiry has for its purpose the increase of knowledge or 
enlargement of the domain of fact. Upon this there is general agree- 
ment. But one crucial feature of this process has not been generally 
recognized by economists, I believe; namely, that the actual finding 
of fact involves a judgment, which judgment has parts which 
can be analyzed according to their function. One of the central 
theses of this pai>er is that this judgment function needs to be 
analyzed as a part of the methodology of economics. 

In “pure” economic theory there are no judgments, just an 
interminable series of propositions, a system of implicatory rela- 
tions. At this limit of “purity,” however, economic theory becomes 
one with mathematics. Since economic theory must have some 
“economic” content (to be discussed later), we find that theorizing 
in economics always takes a direction according to the purpose of 
the investigation. The “purpose,” in terms of methodology, is 
actualized through judgment. 

The kernel of the idea is simply this: that all judgments when 
cast in the form of a syllogism have a theoretical major premise 
and a factual minor premise.*^ Functionally, then, theory operates 
through judgment as the major premise; it is here that theory is 
tested— when tried in the crucible of judgment. 

“ See Logie, for example. Chap. VH, and Chap. XHI. The exposition here fol- 
lows the general conception by Dewey but is stated rather loosely to convey the 
general idea without careful attention to the nice distinctiona of te chnical logical 
analysis. 
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I have used the term judgment and the syllogism as synonymous : 
this requires some explanation.^® Technically speaking the judg- 
ment takes the form of subject and predicate. Through judgment 
we predicate something of the subject. The subject is a factual 
something— which marks off some part, some potential, of a situa- 
tion; the predicate is an idea which states (implicitly) some plan of 
action for realiadng possibilities. The statement of ideas (theory) 
elaborates the possibilities of action; the assertions of fact state 
the potentialities of a situation. A judgment brings the possible and 
the potential into consonance through narrowing down the range 
of the possible to that which can be conjoined with the available 
potential. 

It is therefore through the ‘‘predication” process that the area of 
knowledge is expanded. A subject whose known 'potential has been 
expanded by fusion with a wider range of the possible actually 
increases in potentiality. It follows too that it is only through the 
use of theory that the actual field of knowledge is expanded. We 
whittle away at the unknown first through exploring the possibili- 
ties through speculative reasoning and then occupy the territory 
through enlarging the known potential by the expansion of the 
coverage of existential propositions — ^statements of fact.^^ 

The subject of a judgment is not just any statement of fact. Out 
of the total situation those facts are selected which are relevant to 
the problem at hand. Similarly propositions of theory are not 
moved like counters into the predicate function. Instead the major 
conception which ^ves most promise of being relevant as an 
“explanation” or “solution” is taken as the initial point of the 
chain of discourse. “Does the elasticity of demand have any bearing 
on the possibilities of production control?” Or, “Does the willing- 
ness with which people join organized activity influence the func- 
tioning of an organization?” From such general conceptions as 
“elasticity of demand” or “willing participation” the investigator 
elaborates a series of propositions toward the relevant problem. 
This is, of course, an extremely difficult task. 

^ “The syllogism is the form of the conjugate connection of the factual and 
conceptual subject-matters of judOTcnt, stated in such a way as to indicate the 
conceptual and observational conditions to be fulfilled if judgment is to be ade- 
quately grounded. Interpreted in this way, the ‘utility* of the syllogistic form re- 
sides in me fact that it serves as a check in the case of specific judgments, holding 
up the logical conditions to be satisfied.” Dewey, iogic, p. 827. 

^ la these remarks I am limiting the illustrative reference to scientific judgments; 
formally all judgments are similar hut I defer comment on practical judgments 
until later. 
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Technically, it may be that all that is required is the elaboration 
of concepts into a complete idea — complete enough to “explain” 
the problem* An idea is not just a word, or a copy of some “thing” 
as Locke thought. An idea is a plan of action. “Ideas are anticipated 
consequences (forecasts) of what will happen when certain opera- 
tions are executed under and with respect to observed conditions.”^® 
Therefore the conception is not really an idea until it is elaborated 
into a procedural means. 

Through the continual testing and trying, by sifting the factual 
evidence to find the relevant, by arguing back and forth through a 
system of conceptions, the factual and the ideal, the subject and 
the predicate are brought into correspondence with each other. 
^There must be some one question to which both the subject *this’ 
and the predicate are relevant.”^® 

Generalization, then, is not groimded in the nature of things, 
but in mode of response to the investigator. Professor Dewey 
stated the essence of the problem of generalization in a powerfully 
simple way. “We are brought to the conclusion that it is the modes 
of actm res^ponse which are the ground of generality of logical form, 
not the existential immediate qualities of that which is responded 
to.”^^ 

Thus far, we have attempted to work through the theory of scien- 
tific inference and generalization in economics by analyzing the 
nature and function of propositions and judgments. It is now pro- 
posed in the remainder of the essay to carry the argument into the 
consideration of three fundamental issues in economic research: 
the nature and function of economic theory in inquiry; the distinc- 
tion between pure and applied economics; and the problem of clas- 
sification in statistical analysis. Obviously each of these vast topics 
must be treated with utmost brevity; however, it may be possible 
to indicate briefly the way in which the basic issues are related to 
the theory of inquiry under consideration. 

The Logical Function and Status of Economic Theory 

Everyone seems to agree that economic theory is a lo^cally con- 
sistent body of propositions. Theory is expanded or developed by 
rigorous attention to implication. The implications of rigorously 

“ Dewey, Logtc^ p, 109. 

“ Dewey, Logt^ p, 126, 

Dewey, Logic, p. 252 
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formulated insights are elaborated into a system of conceptions by 
deductive reasoning. Furthermore, theory is developed in blocks 
which may be integrated into a unified body of argument by de- 
veloping common major premises from which the various proposi- 
tions are deducible as implications. The fundamental major prem- 
ises are postulates, which are chosen on the basis of adequacy of 
function in giving unity, power and direction to the theory. 

It is also quite generally agreed that no one can be a really top- 
flight economist without having thoroughly mastered the theory 
which is relevant to his field of work. But when one inquires just 
what relevance means, he will find much less agreement. Indeed 
one can scarcely maintain that there is any substantial agreement 
on the fundamental reasons of wAy and how economic theory is rele- 
vant to either research or practical action. I do not propose to make 
any survey or evaluation of the reasons given or acted upon by 
economists in this context. Instead, I shall attempt to state the 
argument for the logical function of economic theory within the 
general conception of inquiry hypothesized in this essay. 

It seems clear that economic theory has its primary function in 
assisting economists to think clearly and accurately; i.e. the basic 
function of theory is methodological. This is explained, according to 
the general hypothesis of this paper, by the double fact that (1) 
economic theory provides the major premise, the ideal content, of 
scientific economic judgments, and (3) theory is the method of ex- 
ploring possibilities (the logical function of predication). 

Within this logical conception, economic theory is recognized as 
being a body of abstract propositions, propositions which function 
in inquiry as abstract universals in judgment; that is, as providing 
the categories which determine what factual material can serve as 
evidence in inquiry. 

It wiU be recognized that economic theory in this sense is not 
equivalent to general economics. General economics contains dif- 
ferent kinds of generalizations which have differing relations to 
inquiry. Furthermore, when one examines the question of "pure 
vs. applied” economics, as we do in the following section, it becomes 
clear that a proposition may function, in identical word form, either 
as an idea or as a fact depending upon the context and purpose of 
judgment. However, there are very cogent arguments for the posi- 
tion that only by the analysis of the logical function and status of 
economic theory can one clear up the current confusion about 
theory. 
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It seems clear, on logical grounds, that economic theory does not 
describe facts or “reality.” Theory is a necessary part of the method 
of describing or classifying facts but it functions as a system of defi- 
nitions which provides the logical foundation for classification. 
Theory 'prescribes what is relevant rather than describes what is 
present. The hard facts of the matter are that since the time of 
Darwin, natural categories are intehectually inadmissible; Darwin 
pulled the stakes for all humanity and we must henceforth recog- 
nize that the world is a process without fixed entities and natural 
classes. It follows therefore that the only way in which reliable 
classes can be formed is through the systems of theoretical reason- 
ing by which the categories of thought serve as the bridge between 
our purposes and the universe as experienced. In this way the classi- 
fied facts function as evidence. It follows also that one’s system of 
economic ideas determines what is economics to a person, through 
the selection of evidence. As Boulding has remarked, “The first 
task of economic analysis ... is to select from economic events 
and facts those elements which are significant in relation to the 
general scheme of economic analysis itself.*’^^ 

In a general way, then, economic theory is simply the system of 
ideas which economists have derived as a part of the efforts to 
understand the economic problems of mankind. The content of the 
system of ideas varies therefore according to what economists 
consider to be the economic problem: the production of wealth, the 
business of life, the making of a living or getting rich, the maxi- 
mization of the utilization of scarce means, etc. But the common 
ground of all these interpretations (and despite their differences 
they have much in common) is what we may call the “meaning” 
of the economy to economists. The general definition of economic 
theory, therefore, would seem to be about this; “Economic theory 
is a carefully reasoned statement of the meaning to economists of 
(that part of) the economic system investigated.” 

The conception of economic theory as a specialized system of 
meanings permits the placing of the theoretical concepts of eco- 
nomics in the more comprehensive system of meanings. The mean- 
ings of economic efficiency, private enterprise, individual initiative, 
and collective economic action are surely an integral part of some 
conceivable comprehensive system of meanings of the American 
way of life, for example. Similarly, the conceptions of efficient pro- 


Kenneth Boulding, Economic AndyHs. New York, Harpers, 1841, p. d. 
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duction, private property and economic freedom, for example, are 
an integral part of some conceivable system of meanings by which 
an independent farmer guides his career* 

I do not see that economists have much choice in the matter of 
how theory functions in thought. If one is to think accurately and 
scientifically about any point, one must have the control that can 
come only from an elaborated system of guiding conceptions. If 
one doesn’t acquire these systematically he just ‘Spicks them up 
about the place,” as we say in common speech. 

Pure and Allied Economics: Or Scientific and Practical 
Judgmenis 

We turn now to a cluster of issues in economics which are so in- 
volved and difiScult that any frank discussion of them must be ex- 
perimental. But the need is urgent and we shall hazard a few com- 
ments in the hope that the implications of the previous argument 
may yield some insight here. Not the least of the difficulties in 
dealing with “applied economics” or “practical judgments” in 
economic affairs is that basic issues of valuation are ineradicably 
involved herein. 

I am driven to the conclusion that the distinction between ”pure 
and applied” economics, like that between “pure and applied” 
science generally, must be abandoned as a general principle. The 
distinctions made are usually important, but at bottom they con- 
fuse the issues. 

To accept the distinction between “pure” and “applied” econom- 
ics as generally valid and fundamental is not only to accept the 
view that “theory” in its pure form can have an independent career 
but that it can be validated in some way other than by “applica- 
tion.” Furthermore, to accept this distinction as fundamentally 
valid is to accept the view that the “application” of theory can 
actually define or demarcate the real practical problems and serve 
as the source for practical wisdom. To recur to the argument of 
the earlier part of this essay, the only alternative to some sort of 
“practical” test of validity in inquiry is the resort to “self-evidence” 
or revelation. 

I do not see how anyone can deny even for physical science re- 
search, that the overruling purposes which give the general direc- 
tion to investigation are rooted in the general needs or problems of 
the society which supports (or even permits) these inquiries. This 
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is more obviously true for social science inquiries since the evalua- 
tion issues are so much more intrinsic to inquiry itself. 

Yet there are fundamental differences here which need to be hon- 
ored. An alternative formulation, and one which is believed to be 
consistent with the general thesis of this essay, is to distinguish 
scientific from practical judgments. Here the distinction turns on 
content rather than method. 

Scientific inquiry has for its purpose the discovery of fact; by 
rigorous methods of inquiry we gradually discover the underlying 
connections of things upon which occurrences are dependent. Fur- 
thermore, scientific procedures are designed so as to be a part of 
a continuum of inquiry. A crucial part of this method is the recur- 
rent and repeated formulation of judgments. Scientists hazard judg- 
ments for example, that a specific vitamin affects the functioning of 
an organism in a specified way; or that the savings function op- 
erates in some specified way in capital formation; or that diversifi- 
cation of enterprises will increase labor income. Are the judgments 
correct, or correct enough to be acted upon with reasonable safety? 
Well, we have to see “how things work out” when we act upon the 
assumption that they are correct. 

There is a vast difference between these scientific inquiries and 
the practical judgments foimd in such diverse acts as everyday 
choices of living or the grand strategy of public policy. These prac- 
tical judgments have as their purpose the use and enjoyment of 
things. They are concerned with the way the potentialities of exist- 
ence are made to serve mankind. 

I doubt whether there is another issue of equally grave impor- 
tance confronting agricultural economists in America, as the dis- 
tinction between scientific and practical inquiry. Let no one doubt 
that fundamental scientific inquiry into the economic problems of 
agriculture is the foremost task of agricultural economists. How- 
ever, the problem-solving approach to inquiry, which is built into 
the very structure of agricultural colleges, easily and naturally 
frays out into a mere servicing of practical judgments. In fact, it 
requires strenuous intellectual effort to avoid this veiy outcome. 
Under such circumstances we gradually drift into an accept^ioe 
of the “problems” as formulated by our consistency. The next 
step is simply that of making “investigators’^ the mere tools of 
various interests. All this may be a very pleasant and even im ex- 
hilarating experience for awhile, but from a professional viewpoint 
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it leads to the ‘‘consumption of our seed corn” if we may use a 
good homely phrase. 

Yet the issue must be faced. The argument seems inexorable, 
that there is no other alternative in genuinely scientific inquiry to 
having both the roots of inquiry and the final tests of validity in 
practical problem solving. The argument seems to lead us to this 
point: that the validity of scientific judgments is ultimately estab- 
lished through the “improvement’’ which such judgments can make 
in practical judgments. This follows from the admission (1) that 
the judgments are the critical acts in the utilization of scientific 
findings; and (S) that the ultimate validity of scientific findings is 
to be established by practical use.^® 

The acceptance of such a viewpoint leads to some novel and diffi- 
cult problems in economic analysis. Among agricultural econo- 
mists, or any other group of economists who have a field of speciali- 
zation, (which includes virtually every one of them) distmctions 
between scientific and practical are made as a matter of daily work. 
But there is a strong probability, I conclude, that our efforts are 
being frustrated and our work reduced in quality because we are 
intellectually confused on these basic issues of pure or applied; or 
scientific or practical. 

As a suggestion on how we might resolve the issues, we should 
recognize, first, I believe, that practical judgments have essentially 
the same form as scientific judgments; namely, that the major prem- 
ise is theoretical or ideal, the minor premise factual. The facts of 
a practical judgment, when put in propositional form, are state- 
ments of the way things are involved together in the opportunities 
and obstacles which are relevant to the course of action proposed. 

The generalized formulation of these facts, of the way existences 
are involved together, is the task of scientific inquiry. The facts 
established by genuinely scientific inquiry are also the general 
facts of the case for a practical judgment in a specific situation. 

The statement of the argument of this section of the essay is made in terms 
of the relation between scientific and practical judgments in order to bring mto 
sharp focus the operational character of, and fundamental similarities between, all 
Mnds of inquiry. It is imphcit m the argument, however, that scientific and practical 
judgments are related to each other through the reciprocal utilization of the prod- 
ucts of each. Scientific judgments produce generalizations; these generalizations are 
the general and basic ingredients of practical judgments, but reciprocally the 
validity of the propositional generalizations of scientific judgments is tested by the 
i^ectiveness with which they can be used to improve practical judgments — which 
judgments are directed to the development, use and enjoyment of resources. 
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A more particular investigation can discover the facts peculiar to 
the particular practical judgment. 

The unsolved or neglected problem in this area of economic 
analysis is the investigation of the ideal content, the theoretical 
principle, which forms the major premise of practical judgments.^*^ 
Surely the ideas which guide conduct in practical economic affairs 
and policy can be the subject of investigation. And their discovery 
and formulation are both an essential part of economic investiga- 
tion and the bridge, as I see it, between scientific and practical 
judgments in economics. To be sure there is the question of to what 
extent practical judgments, including policy decisions, are economic 
in focus and content. But even this point seems covered by the pres- 
ent proposal: if the problem embraces many different aspects, 
then both the relevant ideas and facts will be diverse and complex. 
The ideas will have to be integrated and the sets of facts carefully 
coordinated to provide a basis for dependable judgment and action. 
But the contribution of economic analysis to the judgments is still 
of two sorts; (1) the ideas, philosophies or principles which operate 
m the major premises of judgment (or the predication of reliable 
possibilities) and (2) the economic facts which form a part of the 
minor premise (or subject) of judgment. 

It may be obvious that such a possible treatment of principles, 
or ideas as major premises, faces the valuation problem in two dif- 
ferent ways: (1) by formulating the ideas which guide action we 
open up the possibility of allowing for a plurality of values; and (2) 
it suggests that ideas as plans of action are the genuine objects of 
valuation. 

Viewing the whole matter in logical terms, then, we seem to have 
three different kinds of generalizations in economics, even though 
on logical grounds there are but two kinds; 

(1) the generalizations of economic theory 

(2) the principles of conduct in economic affairs 

(S) the generalizations of economic fact. 

In terms of logic, the generalizations of economic theory always 
appear to function in economic inquiry as abstract hypothetical uni- 
versal propositions. The generalizations of the facts about the way 

^ It is the systematic formulation of the ideas wluch guide practical action which 
I undemtand Allin to mean by ^radical theory^ in his stimulating essay, **71ieory. 
Definition and Puipose,” m the August number of this Journal, 
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existences are involved together are generic propositions.*^ The 
generalizations of principles of conduct are investigated (and inves- 
tigatable) as facts in scientific inquiry but function as abstract 
propositions in practical judgment. 

Unless I am badly mistaken the ideas as plans of action or prin- 
ciples of conduct have not been investigated and cannot be investi- 
gated under guidance of equilibrium economics. Formally the issues 
are met in the purely theoretical formulation by assuming ration- 
ality of economic behavior and efficiency as the sole value. Practi- 
cally under this conception of economics we damn people for being 
so foolish as to be irrational and say in effect that if genuine valua- 
tions can be investigated, at least it is beyond our field. 

Any investigation which is guided by rigorous adherence to a 
mechanical equilibrium theory will, as a matter of course, find 
only quantitative facts. The ‘‘quantities” wlli be facts of course, 
but they will be facts which for the most part when related to action 
will describe or measure the obstacles to action, the resistances to 
be overcome; the material to be handled, etc. In our careful state- 
ments on matters of policy or action we speak about the “effects” 
of policies, institutions, and activities upon the described system 
of prices and production. No one who has given any thought to the 
matter would deny that these are facts of inestimable value. But 
the actual courses of action are beyond the pale of such investiga- 
tions. 

The su^estion of this essay is that if we are actually to imple- 
ment and improve practical judgments the ideas at work in 
such judgments must also be investigated. Nor is this a wholly 
novel suggestion. Agricultural economists, for example, have had 
much experience in such investigations. There is, I believe, a great 
opportunity to improve these investigations; and on the negative 

® In tenxts of content, the range of generalizations of fact would depend upon 
one^s conception of economics As I read the record, the generalizations of economic 
fact which have been produced under the guidance of modern equihbnum theory, 
have come to be considered almost exclusively as facts about the operation of the 
economy. This seems to^ me to impose a most unfortunate limitation upon sys- 
tematic economic analysis in an age when the whole f^ric of Ihe social and eco- 
nomic organization of the world is being transformed by negotiation, diplomacy, 
revolution, taxation and pubhc spending. The generalizations of economic fact, 
then, need to be viewed as including generalizations about the economy as an 
(»ganization of human relationships as well as generalizations about the inputf> 
output, cash income and price relations, etc. in the operation of the economy. 
Nev^iheless the logical status of such generalizations would be identical, namely 
gmieric generahzations about the way actual existences are involved together. 
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side, the pressure of “modem” theory has tended to rule such in- 
vestigations out of scientific work. 

The raw materials for investigating conduct are everywhere 
about us wherever people act volitionally. In farm management this 
means the analysis of “practices” — ^where practices are what people 
do regularly in operating farms. It is the practices, as acts, that put 
a concern together and keep it together. The principles of conduct 
are simply the “meanings” of these practices generalized into some 
“ideal” of practice.®^ Similarly in all sorts of collective action, the 
working rules of the organization are the “ideals” derived from the 
critical analysis of practices. In such cases the “rules” are the prin- 
ciples of joint conduct, which are at once rules for settling disputes 
and an expression of the purposes of the organization. If one 
analyzes “conduct” in public policy for the purpose of discovering 
principles, he would likewise study the practices of statesmen, politi- 
cians, administrators, etc. The common ground of all these “prin- 
ciples” is evidently the conception of ideas at work, with ideas 
conceived of as plans of action taking into account the accessible 
alternatives among the opportunities and obstacles of such situ- 
ations. 

Here also is the crux of the value problem in economic behavior. 
Evaluation is inescapably a function of practical judgment. And it 
is evidently in the guiding ideas in such judgments that the princi- 
ples of value are explicitly formulated. That is to say, generally 
speaking, the analysis of valuation must center on conduct and not 
on values as discrete things. In individual conduct we evidently 
should appraise alternative ways of doing and living in terms of the 
consequences for general well being of the individual. In social 
affairs the analysis of valuation would center upon the rules by 
which persons work, live, and play together. These rules would be 
appraised in terms of the effectiveness with which they promoted, 
say, peaceful, orderly and creative living, and efficient production, 

“ I do not want to suggest that the derivation of these meanings is altogether 
a simple affair. In my own experience I have found any such effort to be both 
difficiilt and baffling. In our study. Keeping the Farm in the Family, Parsons and 
Waples, Wis £xp Sta Bes Bui. 1S7, 1945, we attempted to analyze meanings as 
guiding principles in transference of farms from one generation to the nei^ At 
about the same time John F Timmons working on a study of inheribunce in hk 
Ph,D. dissertation formulated the strategic relationships in the devolution ai 
erty as *‘purpose-practice-<»nsequenc€.” He was attempting to formulate som^lung 
like principles of conduct in the general field of inheritance. See Johns F. Timmons, 
SoiM and Econamte Aspeeta of the DetoliUton of Agrieulitiral Land Tkr&ug^ Deteent, 
Wm, and Gift {A Study of Agricultural Land Inkiritance)f* library. University of 
Wisconsin, 1945. 
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But methodologically the point is that these principles would be 
analyzed scientifically as principles of conduct, and acted upon 
practically as the major premises of judgment of conduct. 

Such interrelations of scientific and practical judgments as indi- 
cated raise many questions about the function of economists in 
practical affairs. It is doubtful whether we are far enough advanced 
in our scientific work to warrant a complete separation of function. 
Perhaps econonaic affairs may always be so complicated that the 
truly scientific investigator must also assume intermittently the 
responsibilities of practical administration and judgments. At any 
rate every investigator in economics even to be scientific — ^accord- 
ing to the argument of this essay — ^must somehow think and work 
his way through to some possible validation of his inquiries in the 
practical judgments of policy and conduct. There appears to be no 
other way to avoid mere dallying with make-believe problem solv- 
ing. 

I should like, however, to call attention to the fact that this par- 
ticular formulation carries with it implications of very profound 
change in the orientation of our thinking about both economic 
theory and policy. So far as I know these particular suggestions 
are new in their reference to economic analysis. This should in itself 
serve as adequate warning about the possibilities of error in them. 
But having mentioned the possible dangers, I want to aflSrm the 
possibly great advances in thought which such distinctions may 
hold. 

The issues at bottom are nothing less than the question of 
whether and how valuations may be investigated. The present 
argument contends that they can be investigated and suggests 
that the source of evidence is in the practices, the actual perform- 
ance of persons in the relevant situational contexts. 

Furthermore the view that economic theory is simply a part of 
our methodology would cut the heart right out of the use of eco- 
nomic models as criteria of public policy. (This does not touch the 
question of the use of models as instruments of investigation.) 
One of the important implications of this distinction between scien- 
tific and practical judgments is that public policy proposals must 
be formulated as possible ideal guides to practical judgments 
about policy matters. The prevalent practice among orthodox- 
nunded economists of setting up some model of perfect resource use 
and then assuming that this is the proper criterion of policy would 
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have to be abandoned — as a method of getting policy criteria. 
Judgments of public policy like any and all other practical judg- 
ments must be formulated with reference to possible courses of 
action within available alternatives under the circumstances of the 
situation. According to the view of this essay it is a part of the task 
of scientific inquiry actually to analyze and formulate the problems 
of public policy. Problem-solving is essentially the removal of the 
troublesome factors in a situation which are the source of the con- 
fusion, difficulty, insecurity, etc. Problem-solving removes the 
blocks which obstruct orderly and satisfying activity. When 
problem-solving and evaluation are formulated as a part of the 
functioning of practical judgments, it is obvious that a profound 
break is implied with the present practice of setting up perfect 
models as criteria which are arbitrarily assumed to be relevant 
standards of judgment in the situations. In the latter view, the 
problem becomes the discrepancy between the actual situation and 
the assumed ideal. The “solution^* then turns out to be some project 
which would bend "‘reality” to conform to the model. 

The relationship between scientific and practical judgments rep- 
resents essentially the division of function between research and ex- 
tension in the Land Grant College system. This function should be 
one of reciprocal complementation. Such a relationship would seem 
to be the natural outcome of viewing scientific economic research 
according to the thesis of this essay. If the task of scientific economic 
research is conceived of as the discovery of the ideas and facts 
which are relevant to, and effective in, practical judgments, then 
there can be neither complete separation of research and extension 
nor any possible conflict between these functions. The research 
investigator is interested in these ideas as guides to action and the 
relevant facts as a matter of truth discovery; and the research can- 
not, on scientific grounds, be said to be completed, as fundamental 
research, until the conjoint functioning of these guiding principles 
and relevant facts are understood in their mutual interrelations. 
The extension worker is interested in the same findings, but he 
uses them to suggest improvements in the practical decisions of 
farmers for converting resources into uses and enjoyment. 

The Problem of Classifieation in Statistics 

The classification of data is one of the key points in statistical 
analysis; it is through systematic classification that the vast masses 
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of material are reduced to forms in which they can be compared, 
analyzed and even comprehended. The question, therefore, of just 
how classes are defined is a strategic problem in the whole theory 
and process of inquiry. 

The most common answer of statisticians to this question, judged 
by recognized textbooks in the field is that the data are classified 
by characteristics or attributes “ But if one inquires, "‘Which 
characteristics and why?” the explanations are not very illuminat- 
ing; however Bowley^ at least, does work out the argument in a 
way which permits an approximate joining of the issues with those 
of logical theory. But the main point here is not to try to comment 
on the adequacy of statistical treatises, but rather to indicate the 
way in which the problem of classification in statistics fits into the 
larger continuum of inquiry. 

More specifically, the need is to see how statistical analysis fits 
into or extends the general processes of induction-deduction in 
inquiry. The inductive process consists in establishing general 
propositions which classify particular instances of fact. These 
general classifications are defined through the speculative-deduc- 
tive reasoning which defines the possible relations of characters in 
the form of hypotheses. This array of hypotheses is gradually 
narrowed down to the one definition which is most productive in 
directing generalization — ^from particular instances through the 
formation of “singulars” which become, in turn, instances of the 
general classes. 

In simplest terms, there are two requirements of this inductive- 
deductive process which need to be noted here. (1) The classes used 
in classifying facts are those established within the inquiry itself. 
The classes are not “in the facts”; the classes are a part of the pur- 
pose and procedure of inquiry. Even though we classify things by 
their characteristics, the characteristics used are those which have 
been tentatively established as “meaningful signs” or as “traits” 
significant for the inquiry. (2) This requirement gives the statistical 
“classes” the logical status of the generic propositions, with the defi- 
nitions by which they are distinguished derived from the relevant 
systems of theory. In economic investigation this is economic 

^ For example, Chaddock B. B., Princijales and Methods of StatisHcs, Houghton 
Mifflin, 1925, Chap. IV, or Yule, G. Udney, An Iniroductim to the Theory of Siatia^ 
Charles Griffin, London, 1929, Part I. The Theory of Atl^butes. 

» Arthur L. Bowley, Elements of Siatislicst King & Son, London, 1937. 
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theory m the broad sense of the term, ideally a system of hypo- 
thetical universal propositions. 

Economic theory functions in investigations, then, as a general 
system of definitions which directs the formation of classes. Pre- 
cisely how this is done is a very subtle and complex affair. It is evi- 
dent that theory is the method of exploring possibilities. It is also 
generally agreed that the formation of hypotheses is an essential 
part of investigation. These hypotheses are tentative ‘‘explana- 
tions” which are gradually whittled away by investigation to the 
“best” explanation under the circumstances Ideally, the contest 
of hypotheses is a matter of “survival of the fittest” explanation. 

It is fairly easy to conceive of an hypothesis as a possible explana- 
tion. But in any field of inquiry worthy of professional standing, 
“ad hoc” hypotheses have a very tentative status. Not until the 
hypothesis is made an integral part of the general theory can the 
hypothesis be viewed as genuinely acceptable. This is of course a 
two-way adjustment; a new hypothesis may have such demon- 
strable validity that it forces a reconstruction of a large part of 
previously accepted theory. 

As long as the hypothesis is in serious doubt the relevant classifi- 
cation of fact is likewise a matter of question. Consequently both 
the best hypotheses and prospectively fruitful classifications of 
fact must be worked out in some sort of pilot studies. Perhaps this 
relationship can be made explicit by brief attention to the problem 
of sampling in relation to the formation of classes. All investigators 
are agreed that some sort of “sampling” is an essential part of social 
and economic research. However, there is evidently a genuine prob- 
lem of the relation of the sample to the formation of classes which 
requires explicit formulation. 

The purpose of a representative sample, as it is generally con- 
ceived, is to draw out or select sufficient cases so that the “charac- 
teristics” of the sample represent adequately the characteristics 
of the parent universe from which the sample is drawn. The essence 
of the whole procedure is simply this : how do we go about getting a 
reliable estimate of the universe from which, in turn, reliable in- 
ferences of fact may be drawn — ^without undertaking to analyze a 
complete enumeration (even where this is imaginable). 

But this procedure would appear to assume that tihe sampler 
knows what characteristics are relevant to the inquiiy and how they 
might be classified when found. Unless one assumes that the charac- 
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teristics themselves are the basis of classification — just in and of 
themselves, as natural (ontological) classes in the Aristotelian sense 
— ^then the drawing of and attempting to analyze a representative 
sample (in the above defibtied sense) runs the risk of being both hap- 
hazard and expensive. In the determination of relevance, an inves- 
tigator would almost surely find that he had a vast amount of irrele- 
vant and unusable material in such a “random” sample taken as a 
first step in inquiry. This would seem to be especially true for social 
affairs, where each observation combines many interrelated charac- 
teristics. 

It seems necessary to draw a different kind of a “representative” 
sample at an earlier stage in the analysis, before the comprehensive 
representative sample (in the usual sense) is drawn. Possibly enough 
may be known from previous investigations to make the first sam- 
ple unnecessary — but the function remains. 

"What is required from the first sample is that it shall represent, 
not the diatrihviion of characteristics in the universe, but the fiJl 
range of 'possible corrihinatwns of characteristics. The first questions 
are, how are the characteristics related to each other and of vrhat 
are they traits? It is conceivable that one single case might embrace 
the full range of combinations of characteristics — ^but since this is 
unlikely the number of instances would have to be drawn from vari- 
ous situations and examined until further examination held the 
promise of no further new combinations. Nor ’would this be just 
a blind affair; the scope of the inquiry itself would suggest the range. 
Essentially this stage of the inquiry is that of the “case method” — 
whether the case be a farm, a family, a career of a farmer, a market, 
a cooperative or a business cycle. The point is that analysis at this 
stage is concerned with the pattern and significance of character- 
istics, not the frequency of their occurrence. 

This makes a distinction between induction and the determina- 
tion of frequencies within classes. The inductive process is fun- 
damentally the understanding of how to place a particular case in 
a general class through the possible reconstitution of a representa- 
tive singular case as an instance of this general class. In effect then 
the inductive process is actually completed with the formation of 
the classes. The frequency with which particulars occur is an addi- 
tional and independent question.®® It appears that the two steps 

^ It was the interest in induction, in the problem of the formation of classes 
whidi I take to be the ground of the late Leonard Salterns interest in the “case- 
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cannot be taken simultaneously. Tbe aim of the “representative” 
sample in the usual sense of the term seems to me to be directed to 
the questions of frequencies rather than of induction in the accu- 
rate sense of the term. 

The logical requirements of classification explain the diflSculties 
of and the increasing concern for the handling of basic economic 
data — ^the census and in agriculture, the many collections of data 
by the crop and livestock reporting service. The general problems 
here are recognized, of course, by the workers in these various 
fields; but the explicit attention to them here will indicate the rela- 
tionships of data classification to the larger continuum of inquiry. 
We are in this predicament: that the data collected by these various 
agencies are basic to countless analyses yet the very collection and 
tabulation of these data must take into account the function of the 
data in ultimate administration and mvestigation. It is axiomatic 
and inherent in the nature of facts, that the questions to be an- 
swered by analysis must be implicit in the questions asked of experi- 
ence (or events) in collecting the data. On logical grounds alone, 
this makes the collection of data not only an integral part of the re- 
search (and administrative) process, but one of the most dfficult. 
On theoretical grounds, we need not only to anticipate the many 
possible uses in research; these uses need to be so thoroughly com- 
prehended that we know which general facts will be relevant in the 
various research and administrative contexts. Only the most general 
facts of the many conceivable ^‘general” situations can be secured 
by the basic data collection agencies. At one time, no doubt, com- 
mon sense classifications were sufficient to this need, henceforth it 
would seem that this field of endeavor requires the most intense 
efforts in the interpretation of research procedures. Lx short, the 
data if genuinely useful, must be classified according to criteria 
developed in the very processes of inquiry and administration. 

The function of statistical analysis in research is essentially that 
of reducing all explanations other than the one finally accepted to 
an absurdity. It is through speculation that the possibilities of all 
sorts, including possible theoretical concepts, are formulated. It is 
the social task of statistical analysis to eliminate most of these 

grouping” method of classification: this Journal, Nov, 1942, Vol. 24, No. 4, Also 
his thesis, ”A Critical Review of Research in Land Economics,” Univ Minn. Press, 
1948 Salter had an almost passionate disbelief in the method of classification by 
the simple procedure of “looking for uniformities” in the data. And in this behef 
he was profoundly wise. 
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possible explanations 'without conducting wholesale public experi- 
ments to try them out. 

This in turn is the ultimate justification of free intellectual 
inquiry in society; it is through free inquiry that the countless al- 
ternatives of society are formulated; it is only through the most 
hard-headed and systematic analysis that the full range of imagi- 
nable alternatives can be narrowed down to a statement of the 
reasonable alternatives under the existing circumstances. 



INPUT-OTJTPUT RELATIONSHIPS IN EGG 
PRODUCTION! 


Peter L. Haitsek 
Bureau of Agricidiural Eeonomioe 

Introduction 

B ecause of tteir importance in the maximum utilization of 
feeds and concentrates, relationships between feed inputs and 
livestock production have been the subject of many research stud- 
ies. In the case of meat production it was early demonstrated that 
the input-output function follows that of the principle of diminish- 
ing increment.* 

Theoretically a similar relationship might be expected in the pro- 
duction of eggs. Less is known, however, about input-output rela- 
tionships in egg production than in the production of milk, beef and 
pork. Little information is available regarding the response in egg 
production obtained from different levels of feeding, although it 
would appear that experimental work with chickens would be rela- 
tively simple as compared with larger animals. This paper attempts 
to examine available information and to explore this relationship 
in somewhat greater detail than has previously been done. 

The feed consumed by chickens consists almost entirely of grain 
and high-protein concentrates. It is estimated that of the total 
livestock consumption of grain and concentrates in the United 
States, poultry receive more than a fifth, dairy cattle use almost 
as much, and hogs consume more than a third. The remainder is 
used for fattening of cattle and for other livestock.* Of the total 
grain and concentrates consumed by poultry it is estimated that a 
little less than three-fourths is used by chickens kept for eggs. This 
is a substantial quantity and in 1948 it amounted to nearly 16 
million tons. 

^ The writer wishes to acknowledge the suggestions received from Eon^d L, 
Mighell, John W. Klein, BAE, H, Bird, BAI, and other co-workers in the 
U.S.D A, The work represented by this article was supported in part by the Bank- 
head-Jones Special Research Fund. 

* Spillman, W. J. “Law of Diminishing Increment in the Fattening of Steers and 
Hogs,” this Journal, April 1924, and The Laxo of IHminiehing Reiiame by W. J. 
Spillman and Emil Lang, World Book Company, Chicago 1924. 

* Jennings, R. D., "Consumption of Feed by Iivestoe£” Circular 836. (In Fress) 
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Iv/prd-Ovi'put Relationships in Livestock Production 

The feed-production relationships for livestock at various levels 
of feeding are known only in their broadest aspects. Experiments 
conducted in this field by natural scientists in the State Agricultural 
Experiment Stations and in the United States Department of Agri- 
culture have in most cases been designed to determine the more 
desirable feeding standards and rations. These experiments have 
been concerned with the more immediate problem of obtaining in- 
creased production, rather than with the less pressing problem of 
determining the extent to which production varies with different 
levels of feeding. Only recently has it been recognized that the 
relationship between feed intake and production for milk is enough 
different from feeding standards to justify further research. 

Several important feed-production relationships should be men- 
tioned briefly in order to indicate more clearly the particular re- 
lationship we are concerned about here. One of these feed-produc- 
tion relationships is that found in production of meat from grow- 
ing animals. The diminishing returns relationship is of economic 
significance here because the relative prices of feed and meat ani- 
mals of various grades determine the point on the curve to which 
it pays to feed. 

Feeding standards such as those recommended for use in feeding 
milk cows and laying hens are ratios of feed to production. The 
higher the production the larger is the quantity fed. Because of 
I variation in capacity, different cows and laying hens consume dif- 
1 ferent quantities of feed when fed to produce maximum output. 
iSuch data are sometimes erroneously used to construct input- 
V^tput relationships, although the variation found in feed intake is 
a result simply of differences in inherent capacity to produce. 

Another type of feed-production relationship is that obtained by 
feeding animals of the same inherent productivity at different levels 
in order to determine the input-output relationship. This is the 
type of relationship which needs to be investigated in production 
of eggs. In the production of milk this relationship was determined 
in a special research project undertaken by the United States 
Department of Agriculture in cooperation with. 10 State agricul- 
tural experiment stations. A report was issued in 194£.* It was 

* leitsen, Emar, Klein, John W., Kauchenstein, Emil, Woodward, T, E. and 
Smith, R, H , “Input-Output Relationships in Milk Production,” U.S.D.A. Tech, 
Bui. No. 815, May 1942. 
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found that as production of milk is increased by heavier feeding 
there is a smaller increase in output for each additional unit of feed 
used than feeding standards would have indicated. The law of 
diminishing physical increments was also found to apply. 

Input~Outj>ut Relationships in Egg Production 

Many feeding experiments with chickens have been conducted 
for the purpose of determining what the effect would be on egg 
production or on the health of the chickens, if one or more of the 
necessary nutrients were increased or eliminated or fed in quantities 
considered inadequate to provide normal requirements. This spe- 
cialized type of input-output feeding experiment is extremely useful 
in testing the economic importance and need for different nutrients, 
but it has limited value for an economic appraisal of general input- 
output relationships for different levels of feeding. Another type of 
data on feed consumption and egg production is that available from 
egg laying contests. In these contests the birds are fed all they will 
eat of a balanced ration in order to determine the productive capac- 
ity of different strains of layers. The relationships of feed to pro- 
duction of eggs obtained in these contests are like those obtained 
for milk cows in establishing milk or butterfat records. Such data 
would be expected to show a straight line relationship between 
feed intake and production in the absence of any reason for assum- 
ing that higher capacity birds would make more or less efficient use 
of the production ration.® 

In a study in Utah an attempt was made by Wells and Clawson 
to use data as to feed consumption and egg production from farm 
flocks to measure the feed-production relationships.® The data were 
obtained from commercial egg-producing Leghorn flocks and, so 
far as could be judged at the time the average productive efficien- 
cies and capacities of the various flocks were thought to be approxi- 
mately equal. The data came from well-managed flocks in which 
the layers apparently were fed as much as they would eat. How- 
ever, they were probably not fed equally well-balanced rations. 
The variation in the relationship between feed intake and produc- 
tion may therefore have been chiefly a result of variations from 
farm to farm in numerous factors. At any rate, as there is no assur- 

* Brody, S , Punk, E. M and Kempster, H. L., “Growth and Development,” Mo. 
Agr. Expt. Sta, Research Bui. 278, p. 46. 

* Wells, O. V. and Clawson, Marion, “A Study of Egg Production per Hen in 
Central Utah ” This Journal, Vol XV, October 1933, p, 633. 
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ance of the real differences in the levels at which the layers were 
fed these data are suitable only for a rough approximation of the 
relationship of feed to production of eggs under farm conditions. 
The data are similar in some respects to those obtained in egg-lay- 
ing contests, except that in laying contests the greater degree of 
control makes it more certain that a measure of the capacity of the 
birds to produce eggs has been obtained.^ Neither the data from 
egg-laying contests nor those from farm records or surveys appear 
to lend themselves to an analysis of the nature of the feed-egg 
input-output relationship. The study presented by Wells and 
Clawson did not reach a conclusion in this respect, although a 
recent textbook using this study as a basis implies that a diminish- 
ing returns relationship may exist.® 

The most revealing study available appears to be one imder- 
taken by the United States Department of Agriculture at the 
Southwest Poultry Experiment Station, Glendale, Arizona, in 19S6 
and 19S7.® This experiment was set up for the purpose of determin- 
ing the effect of limited feeding on egg production rather than to 
measure the effect of additional feeding. This appears to approach 
the problem in an inverted fashion and may have influenced the 
results for our present purpose, as the rations were adjusted pri- 
marily to fit the full-feeding level. Nevertheless, this controlled 
experiment is very suggestive. 

The experiment at Glendale consisted of two parts, each covering 
a period of a year. One part of the experiment began December £4, 
1935, and ended December £3, 1936. Another part of the experi- 
ment began January 8, 1936, and ended January 6, 1937. The 
White Leghorn pullets used were divided into groups of £5 each. 
All were the same strain and as nearly as possible the same weight. 
In the first part of the experiment three groups of £5 birds each 
were fed different quantities of an all-mash ration. The first group 
in this lot was given free access (ad libitum) to the diet and thus 
got all they would eat. A second group was given only 87.5 percent 
of that eaten by the first group the previous day and a third group 
only 75 percent of that quantity. This was repeated with another 

^ “Maiyland Egg Laying Contests.” Maryland Agricultural Experiment Station 
Btil. 359. 

* Black, L D., Clawson, Marion, Sayre, C. R. and "Wilcox, W. W. “Farm Man- 
agement,” p. 938. 

• Hcywang, Burt W. ‘"Hie Effect of Restricted Feed Intake on Egg Weight, Egg 
Production and Body Weight,” Pou/fry Science^ Jan. 1940, Vol. XDC, No. 1, p. 29. 
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lot of tkree groups averaging somewhat less in weight. The results 
of the first lot of three groups are shown under a, and that of the 
neict lot of three groups under b in the chart (Pig, 1). 

In the second part of the experiment eight groups of pullets were 
used. Three of these groups were used to repeat the experiment 
explained above, and the results are shown under c in the chart.^® 
A summary of the experiment is presented in Table 1. This 
shows that a reduction of 12.5 percent in the feed intake cut egg 
production to 68.2 percent of that obtained when the layers were 
fed all they would eat. When there was a reduction of 25 percent 
in the feed intake, production of eggs dropped to 47.5 percent of 
that for the full-fed level. The relationship found may also be 
expressed by saying that production of eggs dropped a little more 
than twice as much as the reduction made in the rate of feeding. 

Table 1, Eppect op Reduced Ebbd Intake on Ego Production 


Level of 
feeding^ 

Percentage of level 1 

Eggs produced 

Rate of 
feeding 

Eggs per 
layer** 

Lot a 

Loth 

Lot c 


Percent 

Percent 

Number 

Number 

Number 

1 

100 

100 

198 

146 

171 

£ 

87 6 

68.£ 

127 

101 

120 

S 

75.0 

47.5 

00 

67 

85 


» AJl groups under level 1 were given all they would eat. 
^ Averages of the three groups fed at the same level. 


As shown in Figure 1 by the similarity of the three curves, the 
results are nearly identical. Differences in the level of production 
among the three experiments (lots) were apparently caused by the 
difference in weight of the layers used. The layers in the three 
groups in lot b averaged considerably smaller than those in the six 
groups in the other 2 lots. 

The other five groups of pullets were fed different quantities of the diet for a 
part of the period. Approximately half way through the experiment the quantities 
were chang^ in order to observe whether this would result m a change in egg pro- 
duction, egg weight, and body weight of layers. Production changed in accordance 
with feed mtake, egg weight remamed nearly constant, and average body weight 
was not significant^ affected by restricted feed intake. The most important findmg 
in this part of the experiment is perhaps summed up in the observation that the egg 
production of layers apparently can be increased again to approxunatel^ the full 
quantity permitted by their capacity when the amount of feed intake is inoreased 
even though the feed intake has been as low as 75 percent of what they mi^t have 
eaten ad libitum This is quite different from the situation with milk cows where the 
milk flow once reduced durmg the lactation period can only rarely be brought up 
appreciably during that lactation period. 
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The results indicate a slightly increasing returns relationship as 
the layers were fed more nearly the full quantity they would eat. 
The feed-production relationship from the farm survey in Utah is 
plotted in Figure 1 in order that the slope for these data may be 
compared with that of the input-output data from Glendale. The 
relationships between feed and egg production from the Maryland 



Pro. 1. — The relationships from Glendale are based on various levels 

of feeding for strains of the ^me productive capacity. Data from egg laying con- 
tests estimat^ feed requirements from NRG show the feed consumed by layers 
of various capacities. The Utah survey data probably hold an intermediate position, 
measuring partly capacities and partly differences in ration and management from 
farm to farm. 

egg-laying contests and from feed requirements published by the 
National Research Council are shown. There is a smrprising simi- 
larity in the slope of relationships obtained at Glendale and those 
shown for the egg-laying contests and the feed requirements where- 
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as the relationship obtained from the farm survey data is quite dif- 
ferent. The marginal efficiency of production on the farms in Utah 
seems quite low as it takes about 40 pounds of additional feed to 
increase average production by 50 eggs. A comparison of the data 
from Glendale with the approximate feed requirements estimated 
by the National Research CounciP^ as represented by the straight 
lines in the chart indicates that the layers used in the Glendale 
experiment were relatively efficient producers. This may be due in 
part to better than average climatic conditions at Glendale, Ari- 
zona. Another explanation is that the estimated feed requirements 
represent average values for both light and heavy breeds and are 
sufficiently high so that an adequate quantity of nutrients is 
assured even under unfavorable conditions. 

A generous ration is not utilized as efficiently as a less adequate 
ration. Morrison, for example, states that “a liberal ration is not 
digested and utilized quite so completely as a scanty ration. For 
this reason ... a cow in milk which is fed with the liberality neces- 
sary to produce a good yield of milk undoubtedly needs more feed 
for mere body maintenance than she would if she were fed a scanty 
ration that would be sufficient to maintain her weight when dry.”^ 

According to the results obtained, the strains of White Leghorns 
used in the Glendale experiment were highly efficient. The groups w 
fed ad libitum (all they would eat) were consuming slightly less 
than estimated requirements but the groups fed only 87.5 and 75 
percent as much were getting considerably less feed than ordinarily 
would be required by layers of similar weight and production. In 
the groups which were fed at these reduced rates it must be assumed 
that the feed was very efficiently utilized. The net result was uneco- 
nomical, however, because of the large decrease in production of 
eggs although the average weight of the layers remained fairly 
constant. 

CondtLsions Which May Be Drawn from the Glendale Data 

The most significant conclusion which may be drawn from the 
Glendale experiment is that there is nothing within the range of the 
data to indicate a decreasing return for additional units of input. 

“ Cravens, W. W , Almqnist, H, J., Norns, L. C , Bethke, R. M., Titus, H. W. 
Recommended Nutrieni AOmoancee for PotfUry^ A Report oi the Committee on 
Animal Nutrition, National Research Council, Washini^on, D.C., ld44. 

“ Morrison, P. B., Feeds and Feeding^ p. 76, Ithaca, New York, 1037. 
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On the contrary the results seem rather to imply a slightly increas- 
ing return relationship. 

Two possible explanations appear for the apparent tendency 
toward increasing returns. The first lies in the nature of the experi- 
ment itself, in which the feed intake was reduced by exact per- 
centages from ad libitum feeding. The feed mixture which origi- 
nally was well balanced for the needs of the layers at full capacity 
became less well balanced. In other words, when the total feed 
intake was reduced 13.5 and 35 percent some nutritional factors 
may have been in greater relative scarcity than others. If this were 
the case it might explain the increasing returns slope of the curve. 

Prom a theoretical standpoint it would be extremely interesting 
to learn whether the input-output relationship in egg production 
reaches a point at which a diminishing output is obtained for each 
additional unit of input. In the Glendale experiment, for example, 
it is possible that the use of several more groups of pullets fed, say, 
3.5 percent less than the *‘ad libitum” group and another fed five 
percent less, a third 7.5 percent less and so forth, might have indi- 
cated a point at which production would have increased at a de- 
chning rate. Insofar as can be seen it would appear that this point 
in any case is so near the point of maximum feed intake and pro- 
duction that it probably would not be of practical significance to 
poultry fanners. 

The second possibility is that the capacity of these layers to 
utilize feed for production of eggs was relatively low. In fact, so 
low that even at the upper levels of production the relationship 
between input and output still did not reach into what might be 
called the economic range. That is consumption of feed did not 
reach the point on a theoretical curve at which diminishing incre- 
ments begin. 

This hypothesis is mentioned because of its possible application, 
if true, to future breeding work. If production of eggs as indicated 
by Brody, et al. may be limited by the capacity of the metabolic 
system of the layers, future progress in breeding for greater capac- 
ity might some day push the input-output relationship into an 
area of diminishing returns.^® Meanwhile, the data from the Glen- 
dale experiment seem to indicate that the input-output relationship 

^ Brody, Samuel, Fuuk, E. M. and Kempster, H. L , Growth and Development 
Mo. Agr. Expt. Sta. Eeseardi Bui. 278, p. SO, March 1938. 
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is not that of diminishing returns up to the point of Tnfl.YiTnimri 
capacity of the layers used. 

Economic Application — Practical Use 

In appraising the conclusions from the Glendale experiment one 
must be careful to distinguish between the findings of the study as 
applied to conditions such as those set up in the experiment and the 
wider application to poultry feeding under other conditions. As in 
the case of any experimental study, the application of results to a 
wider area is a problem in sampling and inference. 

In this case, it is clear from the experimental results that for the 
conditions studied, feeding the layers all they would take of a well- 
balanced ration was most profitable. For the three levels studied 
there was no indication of diminishing marginal returns. Other 
evidence of a less direct and conclusive nature, also seems to be in 
agreement. We can say therefore that within the usual range of 
feeding experience, it is probable that layers fed to capacity will 
either show no diminishing marginal return increments or if they 
should, it would be so little as to be of minor consequence. 

At the same time it should be pointed out that the experiment 
was restricted to three levels, that it covered only one strain of 
Leghorns in one location, and that the ration for each of the three 
levels was not adjusted in composition. It might well be that 
changes in those factors or others would result in the appearance 
of some diminishing marginal relationships. In fact it seems almost 
certain that in the nature of things, some diminishing marginal 
relationships would appear in connection with some of these pos- 
sibilities. 

However, let us assume for the moment, that the essentially 
straight line relationship found is generally applicable and con- 
sider what it would mean. First of all, it strongly reinforces the 
recommendation that has been stressed by poultry extension 
workers that hens should be fed to their full capacity of a well- 
balanced ration. For flocks fed for commercial egg production it 
means that adjustments in feeding to meet changes in economic 
conditions should be made by adjusting numbers of layers (culling), 
rather than by changing feeding rates. In this respect feeding for 
egg production appears to differ from feeding in other types of 
livestock production. The input-output relationship in feeding milk 
cows, for example, is definitely one of decreasing increments, so 
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that adjusting the quantity of feed per cow is one of the most 
important means of adjusting to changes in milk-feed price rela- 
tionships. Again in feeding hogs, beef cattle, and poultry for meat 
production, the diminishing marginal gains from additional feeding 
of concentrates are so important as to play a very important role 
in working out the most economic feeding rate. Not so in egg pro- 
duction within the usual ranges of feeding adjustment. 

In some respects this means that the egg producer has a simpler 
feeding problem than producers of other livestock products. The 

I chief problem is that of getting the layers to eat as much as their 
capacity permits. The work of Brody and his co-workers, referred 
to earlier, suggests that laying capacity is limited by the hen*s 
ability to assimilate feed. The fundamental reason for the higher 
relative maintenance ration for the hen as compared with the milk 
cow lies in this situation. Improved breeding has been effective by 
increasing the hen’s ability to handle more feed and convert it into 
eggs. Apparently higher rates of egg production have not been 
associated with any decrease in marginal efficiency in feed conver- 
sion. 

The above reasoning suggests also that there may be room for 
further progress in increasing egg production per bird if means can 
be found for stepping up the hen’s physiological capacity. This may 
become possible either through breeding, feeding, or some combina- 
tion with management. 

Work with amino acids, and other nutritional factors indicates 
that the way is still open. Both the feed-egg relationship found in 
the Glendale experiment and the high percentage of feed used for 
maintenance in the case of the hen means that as production 
increases, the average output per unit of feed increases more 
rapidly than is the case with many other types of livestock produc- 
tion. 

The Glendale experiment, although suggestive, is limited in 
application. This type of work needs to be expanded to cover addi- 
tional situations and conditions. Additional work on input-output 
relationships in egg production might well be done as a joint poul- 
try-husbandry and farm-management project perhaps in coopera- 
tion with several state agricultural experiment stations, following 
the pattern used in the input-output study in milk production." 
The project should include use of other bre^s and strains of chick- 
ens and different rations fed at a greater number of different levels 
of feed intake than were used at Glendale, Arizona. 


“ Jensen and associates, op, cit. 



THE STATUS AND POSSIBILITIES OP RURAL 
PRODUCING COOPERATIVES 


Webkbr Z. Hibsch* 

UmversUy of Cakfornia 

M r. T. V. EMCLIANOFP at the end of his book, Economic 
Theory of Coo'perationy^ concludes that; “‘Productive’ co- 
operative associations , . • always (have) been a favorite type, 
supported by public opinion, by its socio-refonnistic enthusiasts, 
by governments in various states, and by special subsidies, public 
and private. Despite this, and notwithstanding never-ceasing at- 
tempts to promote and organize such associations, they have not 
demonstrated any viability and still remain a lifeless theoretical 
scheme without any chance of realization in a surveyable future.” 

In spite of this categorical statement a reconsideration of the 
status of producing cooperatives in general and rural producing 
cooperatives in particular appears to be warranted, if only for two 
reasons. First, and this aspect appears to be of primary interest 
at this particular time, it may be well to consider whether and to 
what extent rural producing cooperatives can play a role in the 
implementation of President Truman’s bold New Program, point 
four of his 1949 Inaugural Address. Second, the Russian and Israeli 
experiment with regard to rural producing cooperatives on a large 
scale, as well as the numerous machinery pools in various countries, 
including the United States, furnish interesting material for analy- 
sis. To study the possibilities and imphcations of using rural pro- 
ducing cooperatives as an instrument in the development of eco- 
nomically less fortunate and little developed countries, is a major 
concern of this paper. 

Concepts and Characteristics 

In order to describe properly some of the main characteristics 
of rural producing cooperatives, it may be well to indicate first the 
position occupied by them in relation to other types of cooperative 
efforts. From an over-all view it is quite convenient to group co- 
operatives into three major groups according to function. 

(1) Purchasing cooperatives, formed by people who pool their 

* The writer acknowledges indebtedness to Professors M. R. Benedict and J. B. 
Condliffe for important suggestions. 

^ Ann Arbor, Michigan, Edwards Brothers, Inc., 1942, pp. 2^9-254, 
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needs for goods and services vrhicli they purchase jointly. 
Their primary objective is to purchase more economically or, 
as it is often called in more technical terms, to maximize 
their members* satisfaction. 

(2) Marketing cooperatives, formed by producers who pool for 
joint sale their products which they produce individually. 
Their primary objective is to assist their members in maxi- 
mizing their profits. 

(S) Producing cooperatives, formed by producers who pool their 
labor and/or machinery in order to produce goods and serv- 
ices jointly. Their primary objective is to assist their mem- 
bers in maximizing their profits. 

The three major types of cooperation have been presented in this 
succession for an important reason. The three types follow each 
other in an order which corresponds to the decrease in the number 
of fields in which the individual is free to make his own decisions, 
independent of group decisions. For example, purchasing cooper- 
atives may be considered as a type of cooperation which least cur- 
tails private decisions. From this point of view one may say that 
purchasing cooperatives are the lowest type of cooperation. Almost 
no purchasing cooperatives require members to patronize exclu- 
sively the cooperative store or services. All other facets of the 
individual member’s life are also left untouched. 

Not so in the other two types of cooperation. Members of mar- 
keting cooperatives often sign agreements to market all of one prod- 
uct (with the exception of that for home use) through the coopera- 
tive. It is also common to find members of agricultural marketing 
cooperatives belonging to related purchasing cooperatives at the 
same time. In some cases, for instance the California Fruit Growers 
Exchange, the marketing cooperative also fulfills the functions of a 
cooperative purchasing agent of fertilizer, packing material, etc. 
It immediately becomes clear, that membership in a marketing 
cooperative is likely to curtail a person’s private decisions to a larger 
extent than membership in a purchasing cooperative. Members of 
producing cooperatives, with the exception of machinery pools, 
relegate even more of their individual decisions to the cooperative. 
All producing cooperatives which pool their members* labor simul- 
taneously fulfill also cooperative purchasing and cooperative mar- 
keting functions. 

Producing cooperatives may be further grouped according to 
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whether they operate in rural communities or industrial cities. 

This paper will be concerned with rural producing cooperatives. 

These may be subdivided into three major types: 

(1) Rural machinery 'pools : It is one of the interesting phenomena 
of our age that people living in capitalistic, socialistic and 
communistic countries all pool certain efforts and equip- 
ment. The reason is simple. The furnishing of certain goods 
and services on an individual basis poses problems which 
are practically insurmountable. People have became accus- 
tomed to having national security, police and fire protection, 
postal services, etc., furnished not on an individualistic pri- 
vate basis, but by public pools. In the same way, all the 
world over mechanization has apparently induced small 
holders to pool heavy agricultural machinery, such as trac- 
tors, plows, mechanical spraying machines, harvesters, 
threshers, pumps, etc. It is because of the fact that the small 
farmer seldom can finance and effectively use large mecha- 
nized equipment that rural machinery pools are gaining in 
importance. In the United States, for instance, a consider- 
able part of rural electrification is carried out on a coopera- 
tive basis. Farmers cooperate and with the aid of govern- 
ment loans pool resources to purchase and jointly operate 
equipment which furnishes their farms with electric power, a 
service which obviously cannot be economically supplied by 
each farmer separately, 

(^) Collective farm with commercial enterprises operated cooperor 
lively: Since the start of the twentieth century, collective 
farms in which all commercial enterprises are operated 
jointly have been on the increase in many countries. Russia, 
Poland, Bulgaria, India, and Israel are a few of the countries 
which are experimenting on a rather large scale with this type 
of rural cooperation. Under such a setup relatively large 
tracts of land are jointly operated by member-farmers, who 
have their private individual dwellings and small gardens. 
On these small plots each family can produce its own fruits 
and vegetables and can even support some livestock to meet 
the family’s needs for dairy products, eggs and meat. Sudi 
collective farms are usually managed by a committee of 
management elected by the farm’s members. At regular in- 
tervals the total net returns of the farm are distributed among 
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its members according to formulae which are based on mem- 
bers’ input and participation, 

(3) Collective farms with all property being pooled and operated 
cooperatively: In a very few countries, for instance Israel, 
a considerable segment of the agricultural sector is composed 
of collective farms in which members pool all their property. 
All land, shops, livestock and dwellings are cooperatively 
operated and, for all practical purposes, no private property 
exists. No wages are paid, but all individual needs are met 
by the common treasury. All members are equally compen- 
sated, Here, as in type (2), a committee of management, 
elected by the members, decide the farm’s organization, its 
products, each member’s work, etc. This type of rural pro- 
ducing cooperative, indubitably, curtails privacy and indi- 
vidual decision much more than either of the preceding types. 

In summary it may be stated that among the various types of 
rural producing cooperatives, machinery pools curtail individual 
decisions least and, lierefore, their successful operation poses fewer 
problems than the others. Collective farms in which all property is 
pooled and jointly operated is the other extreme. Here, group inter- 
est and decision almost completely supersedes individual interest 
and decision. In countries in which for generations people have been 
accustomed to live their private lives and to make their individual 
decisions, cooperative efforts inherently generate centrifugal forces 
which are apt to disrupt cooperation. The more extensive the 
people’s individualistic tradition and the more the individual’s 
interest diverges from that of the cooperative, the stronger will be 
such disruptive forces. There exist apparently two major forces 
which can counteract such centrifugal forces. For one, compulsory 
cooperation offers the dissatisfied members little room for the ex- 
pression of their feelings and inclinations. On the other hand, com- 
mon backgroimd, beliefs, ideals and outside pressure constitute 
forces which have proved capable of perpetuating voluntary cooper- 
ative efforts for generations. The Mormons and the Israelis furnish 
good examples of the latter case, while the collectivization by decree 
in Russia is a good example of the first. Both forces have their 
limitations. Compulsory collectivization is not consistent with 
freedom of choice, while, as the outside world changes, common 
beliefs, ideals and external opposition may dwindle away or lose 
their comparative importance. It is this latter fact whidi appar- 
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ently hit hardest cooperation among the Mormons in the United 
States. 

After these initial general remarks it may be well to consider from 
close by some of the more important rural producing cooperative 
efforts of this century. Among the large-scale efforts, the Russian 
and the Israeli are certainly the most outstanding and therefore 
warrant some analysis. 

The RiLSsian Experiment 

After the Russian revolution in 1917 apparently no effective 
programs for the redistribution of land were implemented in spite 
of previous discussions. Instead, land-hungry peasants seized and 
redistributed the land which earKer had been held by large land- 
owners. As a result the land became more and more subdivided and 
the State was left with relatively small farming units. At the same 
time the need for greater agricultural output became more and more 
urgent. To meet these needs by modernizing and mechanizing agri- 
culture and to tie the farm sector closer to the industrial sector, 
the planners of the first five year plan (1928-193£) decided to collec- 
tivize agriculture. While in 19^9 only about four percent of all 
farms in Russia were rural producing cooperatives, by 1938 they 
had grown to 94 percent.® 

The collectivization of Russian agriculture was carried out under 
government sponsorship and supervision. It was not a voluntary 
movement. According to government decrees, rural producing 
cooperatives,i.e., Kolkhozes, were established. Kolkhozes are a vari- 
ation of rural producing cooperatives, discussed as type (2). The 
land of a Kolkhoze belongs to the State, and all commercial enter- 
prises are operated cooperatively while members live in individual 
dwellings surrounded by small plots of land for individual use. In 
order to stimulate production by mechanizing agriculture. Kolk- 
hozes are furnished with mechanical equipment by government- 
owned and -run Machinery and Tractor Stations, which are found 
aU over Russia. Machinery and Tractor Stations receive their equip- 
ment directly from the State and make it available, at fixed charges 
together with expert advice, to the Kolkhozes. It seems that the 
Machinery and Tractor Stations constitute a major link between 
the State and each Kolkhoze. Through these stations the State on 

* Rabinowitch, Germina, ^‘The Kolkhozes in the U.S S.B.” Ttural Sociology, Vol. 
8, No. 8 , Sept. 1943, p. 
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the one hand furnishes technical advice and instruction, and on the 
other controls agricultural production of the entire country* 

Under this setup the interest of the individual and the group 
often clashed. Compulsion, usually favoring the group interest, 
counteracted all centrifugal forces which otherwise might have dis- 
rupted the cooperative effort. Thus, when by 1939 the members of 
many a Kolkhoze had been putting more and more emphasis on 
their small individual holdings (which were attached to each house), 
showing strongly individualistic tendencies, the State interfered. 
In May 1939 the Central Committee of the Communist Party and 
the Council of PeopIe^s Commissars of the Soviet Union issued an 
order which was aimed at protecting land belonging to the collec- 
tive farms against attempts at individual appropriation on the 
part of farm members or against attempts to extend individual 
holdings beyond their original limits.^ In September 1946 another 
order titled “Measures of Liquidating the Violations of the Charter 
of the Agricultural Artel in Kolkhoze’* was issued.^ 

It should be realized, however, that in spite of all negative aspects 
of this system, the rural producing cooperatives together with the 
Machinery and Tractor Stations furnished an excellent instrument 
through which mass education, training and mechanization could 
be implemented very rapidly and on a very large scale. In this 
sense, this system offered a convenient vehicle for the development 
and improvement of Russian agriculture. 

The Israeli Experimmt 

While the collectivization of farms in Russia was compulsory 
the movement of rural producing cooperation in Israel was a 
wholly voluntary, grass-root movement. The Jewish settlers who 
entered Israel early in the twentieth century had little, if any, 
farming experience. Living and farming conditions in the new 
homeland were most challenging, due to the adverse climate, 
strange and often hostile environment, lack of funds and experi- 
ence. At the same time, these settlers had been shaken in their be- 
lief in the old European system of individualism, and were imbued 
with an idealistic desire to create a new social order. This ideal was 
to take the form of large-scale cooperation, a form which helped 

* Rabinowitch, op cit,p. 250. 

* Jasny, Kaum, “The Phght of the Collective Fanns,” this Journal, Vol. 30, 
No. 2, May 1948, p. 305. 
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solve many of their problems such as lack of funds, experience, 
changed environment, prevalence of disease, etc. 

In 1908 the first Kvutzah, a rural producing cooperative of t37pe 
(S) was established at Daganiah. Since then their number has been 
increasing steadily. In 1938 about 30 percent of all Jewish villages 
in Israel were Kvutzoth (plural of Kvutzah) and by 1942 the per- 
centage had increased to about 36 percent. There are two major 
types of Kvutzoth. One type has an average membership of about 
100-200 members while the second, usually referred to as Kibbuz, 
has a membership of up to 1,000 members. The reason for this dif- 
ference is primarily a philosophical one. Those who favor the small 
unit maintain that a cooperative is only an enlarged family consist- 
ing of people with common interests and social, cultural and human 
ties. Those, however, who favor the larger unit maintain that 
such an environment offers the individual more chances to develop 
and to associate himself with people who share his social, cultural 
and human interests. 

Each Kvutzah is governed by the general meeting of its members, 
which elects a committee of management to execute administrative 
duties. A secretary-treasurer handles the cooperative’s finances, a 
work-organizer assigns each member to his respective job and a 
Mukhtar handles the cooperative’s external relations. Standing 
committees assist the committee of management. 

Thirteen years after the first Kvutzah had been established 
another type of rural producing cooperative made its appearance. 
Many settlers who were eager to cultivate the homeland were not 
willing to give up so much of their individualism. In 1921 the first 
Moshav-Ovdim was established at Nahalal. A Moshav-Ovdim is a 
village consisting of individual farms. Each farmer in the village 
decides what and how much to plant, but big farm machinery, 
cold storage houses, etc., are purchased and operated on a pool 
basis. Almost all members belong to the same marketing coopera- 
tive as well as purchasing cooperative. 

In the late 1930’s yet another system of rural producing cooper- 
ative was started. In many respects it is a compromise between a 
Kvutzah and a Moshav-Odvim. Settlers became more and more 
aware of benefits which result from large-scale farming as well as 
from a certain degree of individualism. The Meshek-Meshutaf, a 
rural producing cooperative of type (2), resembles in many respects 
the Russian Kolkhoze, with the exception that it is entirely volun- 
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taiy. All commercial enterprises are jointly operated, while each 
family lives in its own dwellings and cultivates its own small gar- 
den. At the end of the year the cooperative’s net returns are divided 
among its members. The remuneration is according to the respec- 
tive contribution of each member. 

There can be little doubt that rural producing cooperatives have 
been one of the most important factors in the development of 
Israeli agriculture and to a certain extent of the entire economy. 
The continuation and perpetuation of rural producing cooperation 
in the Kvutzoth form is faced by most severe dangers. This type 
of cooperation minimizes private decision and therewith generates 
a maximum of centrifugal forces. Once the conditions of the State 
of Israel and its people have improved sufliciently and the pioneer 
atmosphere has dissipated, many of the centripetal forces will 
have disappeared. Life in New England in the early colonial period 
furnishes an interesting parallel. Adverse conditions exemplified 
by Indian attacks led to close cooperation between the early 
pioneers. Once conditions improved, many joint efforts disappeared. 
The odds are that, without government interference, future types 
of rural producing cooperatives which leave more room for indi- 
vidualistic tendencies will gain in importance. 

Rural Producing Cooperatives and the Development of Eco- 
nomically Underdeveloped Countries 

There are strong indications that a sincere effort to better the 
plight of economically less fortunate people is in the making. It is 
a fact that almost all of these economically underdeveloped 
countries are predominantly rural in nature.® As a matter of fact, 
it is partly because of pronounced rural character that these coun- 
tries are in many respects backward and have such relatively low 
standards of living. It is obvious, therefore, that if the standard of 
living of the people of these underdeveloped countries is going to 
be raised, an initial major effort has to be made within and by their 
rural sectors. 

In general it appears to be true that in the rural sectors of most 
economically underdeveloped countries the level of living is rela- 
tively low, because output per man-hour is low, technical know- 
how and training very limited and pressure on the land consider- 

* It is estimated that, for instance, at present about 75 percent of China*s, 70 per» 
cent of India’s and 78 percent of Korea’s population is engaged in agriculture. 
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able. The question is whether and how much rural producing co- 
operation planned to conform to the people’s education and tra- 
dition can help to improve this state of affairs. It is well to inquire 
whether and to what extent rural producing cooperatives can 
contribute by facilitating the gradual mechanization and improve- 
ment of agricultural practices, the spread of technical know-how, 
and the healthy development of small-scale rural industries. 

Low productivity of farm labor together with a generally unsat- 
isfactory state of farming in many economically underdeveloped 
countries is related to the small size of farming units. Land-wasting 
and work-impeding stone walls or hedges, which so often encircle 
these small holdings, further complicate the problem. If joint cul- 
tivation of certain lands would be accepted, stone walls could be 
removed and plowing of larger areas of land possible. Gradually 
larger and more modern equipment could be introduced which in 
many cases could lead to more productive and desirable cultural 
practices and, possibly, higher total output. The cooperative 
would often be able to borrow and pool capital, in order to finance 
such improved practices, which to individual small holders would 
prove to be inaccessible. In this connection one should recognize 
that even in the United States cooperative purchase of heavy farm 
machinery has been common among farmers for many decades. 

One factor, among others, which makes the problem of educa- 
tion and vocational training so difficult in most Far Eastern coun- 
tries, is the multitude of farms. Under such conditions it is hard for 
authorities to reach any large number of farmers. Also, farmers 
who are living on such small land holdings as to be always close to 
starvation, can hardly afford to try out and introduce better cul- 
tural methods. They are often afraid to deviate from the traditional 
practice, because crop failure may prove to be ruinous and fatal. 
Once, however, groups of farmers, and in particular producing co- 
operatives, are found all over the land, the authorities’ physical 
problem of reaching their rural population has greatly diminished. 
Each cooperative can assist in diffusing information, education and 
vocational training to the members and see to their judicious appli- 
cation. Because of the fact that all rural producing cooperatives 
have certain common features, they offer a convenient framework 
for the general spreading of know-how. 

Rural production cooperatives need not necessarily be exclu- 
sively agricultural. Many Israeli Kvutzoth not only maintain 
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shops designed to build and repair certain agricultural equipment 
houses and tools, but also manufacture certain nonagricultural 
articles for sale. Rural communities can produce parts of their own 
nonagricultural needs, while certain amounts of various products 
can be offered for sale. Products do not necessarily have to be in 
the nature of end-products, but they may be components of agricul- 
tural implements, textile accessories and parts of machine tools 
which are assembled at factories for further manufacture. The de- 
velopment of small-scale industries by rural cooperatives, besides 
complementing agricultural efforts, has two very important facets. 
Almost all econonoucally underdeveloped countries lack capital and 
capital goods as well as possibilities to acquire them on a large 
scale in the near future. Here, in the process of initial development 
rural small-scale industries would come in very handy. Also, such 
a setup could absorb a considerable part of the population which 
at present is either not very productively employed or which may 
no longer be needed in agriculture once cooperation is introduced. 

It seems, therefore, that rural producing cooperatives can fulfOl 
an important part in the economic development of underdeveloped 
countries. Mahatma Gandhi and his followers go even further, 
hoping that rural producing cooperation will assist in the raising 
of people’s standard of life as distinguished from raising their stand- 
ard of living.® This, however, is outside the scope of this paper. 
Instead, some of the problems which are related to the introduction 
and expansion of rural producing cooperatives in economically 
imderdeveloped countries will be considered. 

It should be realized that not all countries, if they use coopera- 
tive producing methods at all, will and should use the same method. 
Education and traditions will and should be one of the major fac- 
tors which determine the type of rural producing cooperative. 
Farmers like the American farmers, for example, who are accus- 
tomed to individual fanning can hardly be induced voluntarily to 
join collective farms. Still the same farmers may be willing to join 
various machinery pools. At the same time, it might be expected 
that the village farming which existed in India prior to the British 
Administration would furnish an important precedent and tradition 
on which relatively widespread rural producing cooperation could 
be built. 

• In Gandki’s vocabnlaiy “standard of life'^ relates to the human and social side 
of life while “standard of living** relates to the material aide. 
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Witk respect to the speed with which rural producing coopera- 
tion can be introduced and expanded there will in general be a dif- 
ference as to whether the cooperative effort is voluntary or compul- 
sory. Voluntary cooperation historically always has been a rela- 
tively slow process. Whatever the conditions would be under which 
the various economically underdeveloped countries would intro- 
duce and broaden cooperation, they would be badly handicapped 
by lack of local leaders and managers, who could successfully head 
cooperatives. If nothing else, paucity in number of trained person- 
nel who would be able to organize and head cooperatives will con- 
siderably slow down potential rural cooperation in these countries. 
Recognizing this fact these countries should make an all out effort 
to train leaders and personnel. 

In conclusion it may be stated that at present in many countries 
rural producing cooperatives exist. In certain countries they con- 
stitute important parts of the agricultural sector. As the world 
gains in cooperative experience and it becomes increasingly clear 
that certain facets of rural producing cooperation may constitute 
convenient tools in the development of underdeveloped countries, 
cooperative rural producing efforts may very well gain in impor- 
tance. Rural producing cooperatives can facilitate gradual mechani- 
zation and improvement of agricultural practices, spreading of tech- 
nical know-how and rural small-scale industrialization. It is for 
this reason that India and China very likely will soon furnish a 
large-scale testing ground for various types of rural producing 
cooperatives. Some Near Eastern countries with the Israeli experi- 
ment before them are beginning to think of launching their own 
experiments in this field. There seems to be no reason why, with 
proper guidance, the benefits of rural producing cooperatives can- 
not be reaped under various types of government. 



NOTES 

SOME RULES FOR MAEING ECONOMIC STUDIES 
IN A POLITICAL ENVIRONMENT 

1. Be sure the sponsoring agency is square and wants an honest 
job done. 

Get a clear concise assignment. 

S. Stick to your study. 

4. Don^t play politics yourself. 

5. Stay out of the newspapers. 

Let your job speak for itself. 

7. Report only to your own chairman. Let him take the bows — 
and the brickbats. 

8. Be sure you have a reasonable amount of emotional stability, 
otherwise you will be quite unhappy. 

9. Don’t try to answer political attacks. 

10. Be fair with the people you are studying. Give them a fair, 
complete hearing. Be sure you understand them. Accept no 
favors but don’t be stand-ofeh and holy. Have a clear under- 
standing with top management. If you play it square, they will 
respect you even if they don’t agree. Keep your mouth shut. 
Don’t gossip. If a company can influence you, they will not 
respect you and will be slow to take you into confidence. 

11. Report all the facts. Don’t color them or emphasize them to 
support your own or any one else’s prejudices. 

E. C. Young 

Ptirdue Unwersiiy 

A COMMENT ON ‘TLANNING AND CONTROL”* 

P LANNING AND CONTROL, admitted to the field of respec- 
table economics very reluctantly and only because of war and 
depression emergency, I submit are now with us to stay. They are 
here not as stepchildren or temporary expedients. They have so 
completely pervaded our system that only those on the most 
stubborn fringes of intellectual life continue to rant that the “norm” 
is the automatic system of classical economics and that all these 
interferences are merely temporary and unholy aberrations from the 
“norm.” I refer, of course, to the National Association of Manu- 

^ This note Is a digest of extemporaneous remarks made at Laramie, Wyo., 
August 19, 1949. 
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f acturers and the instructors in nine-tenths of all courses in elemen- 
tary economic principles. The prevailing attitude at the meeting of 
the American Farm Economics Association at Laramie was in 
striking contrast, in this regard, to that of the three-day Forum of 
Labor, Agriculture and Industry held there immediately preceding. 
Throughout that “Forum,” heavily weighted on the side of what 
I shall call, in polite understatement, “conservatism,” was an 
undercurrent of dreadful fear regarding “planning and control” 
of economic activity. At the AFEA meeting they were accepted as 
necessities; the most conservative statements heard being but 
requests that controls be kept to a minimum and that bureaucracy 
please quit acting so almighty and be a little more responsive to the 
decent and respectable local-powers-that-be. Farm economists 
have apparently become the leading iconoclasts of this day, albeit 
with great reluctance — ^with reluctance because it scares anyone 
to find his precious little stock of absolute truths melting away. 

Are we ready for an age when humans will determine their own 
destiny and so-called natural laws will be repealed one after the 
other? Obviously not, as we were not ready for the atom bomb 
or as society is never ready for what remorseless technological 
progress forces upon it. Yet, we must succeed. I quote from Mr. 
Harold Rowe’s paper 

“My own interest in this whole subject is rooted partly in a belief that 
study of the war ejcperience can yield results applicable to conditions of 
peace as well as to those of war. In a way, it reflects a suspicion that the 
economic conditions of a military emergency are not so basically different 
from those that may develop in other situations, and hence are not so 
exceptional as is oftentimes supposed. Greatly expanded government inter- 
vention in the operation of the branch of the economy which receives pri- 
mary attention in the work of the majority of us here has been based 
upon more or less continuous recognition of some degree of cyclical or war 
emergency throughout most of our experience.” 

I submit that the United States is henceforth arrived at a point 
where the need for planning and control is accepted as a datum. 
The world other than the new world has been in such state for 
some time, but the new world has not, because of its great good 
fortune in location, physical resources, and youth. I quote again 
from Mr. Rowe: 

^ Presented at Laramie and to be incorporated in a forthcoming Brocddngs 
Foundation publication. 
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**If, to use a classification sometimes employed by military experts, 
instead of comfortable war sucb as the last, we were to experience an 
austere war, this compulsion toward planning would be greater. Condi- 
tions in a real war for survival would call for complete planning.” 

Many of us believe that the world as we prefer it, is now at war for 
survival against the world as we do not prefer it. I shall omit entire- 
ly discussing the question of *^why” or ‘*whose fault.’* 

But our foundations have fallen away. We find in the haphazard 
control experiences of the war that if the so-called automatic 
allocation of goods in the market according to demand expressed 
in money is no longer available to us, we are lost. There may be 
other allocation measures conceivable to man. Measures of neces- 
sity, technological and psychological, can perhaps some day be 
discovered and charted on a grand combination of thermocouples, 
ammeters, and “electrocraniographs,” but we do not have them 
today. About all we have so far are public opimon polls and a grow- 
ing body of social investigation and research, various segments of 
which we represent. 

We practitioners of the art of economics stand before the eco- 
nomic facts of life in 1949 pretty naked. It is my humble opimon 
that an admission of that would do us a lot of good and perhaps 
open our minds to some possible answers which cannot now pene- 
trate through the rank growth of dogma that heretofore has had 
possession. 

As an exercise in rejecting dogma I refer to a portion of Mr, M, 
K. Bennett’s paper® where he says: 

**The producers are to become stepchildren even more than before — 
residual claimants to what they produce and debtors to the state whenever 
crop failure, equally with their own recalcitrance, occasions a shortage in 
their deliveries to Uie state. What a contrast with the position of agricul- 
tural producers in the United States! . . . Finally, there is reason to query 
the possibility of marked improvement in livestock output so long as the 
farmers do not own their stock and must collectively market the product 
as the state decides. Why should efilcient husbandry be expected of them? 
Is it to be supposed that either patriotism or fear of punishment for neg- 
lect could, in the care and feeding of animals, substitute at all fully for the 
incentive of private ownership? I doubt it. 

**Adding ail of these doubts together, I am inclined to appraise as rather 
remote the probability that the Soviet Union under its present system 
of government will have achieved by 1959 a composition of the national 
diet much better than it was . , . 

* Presented at the Annual Meetings at Laramie. 
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I submit that in this excellent description of Soviet food potential, 
these personal judgments are misleading. Believe me, these owner- 
ship factors, which some people might call ‘‘natural instincts,” 
are not necessarily so at all. I agree with Mr. Bennett that the 
Soviet Union cannot by decree affect rainfall and wind, but it 
can change many purely social, as opposed to physical, “instincts.” 
I saw this kind of fanaticism in action in Germany in 1937, 1938, 
and 1939, and knew several brilliant young Russian oifficers in 
Korea in 1946, 1947, and 1948. 1 was completely aghast at what the 
religious fervor of a particular social dogma can do to the minds 
even of scientists. 

But such fervent dogma is not limited to the communists. In this 
planned and controlled world, dogma could take possession of us. 
It could throw us into fascism or communism, government by a 
self-perpetuating elite. It exists even now, and has existed for a 
long time. I was also aghast when an intelligent young man speak- 
ing at the Forum of Labor, Agriculture and Industry, at Laramie, 
on behalf of a trade association serving utility companies, swinging 
his arms in a ministerial fervor of exhortation, damned all Ameri- 
cans who did not agree exactly that he and his stock of cliches 
represented the virtues of freedom, good, truth and beauty. Those 
who did not agree were “statists,” a low form of “socialist.” 

He was for a controlled economy too, but the control was by a 
different and smaller group than most of us in America would be 
willing to trust. 

In this world of planning and control of human affairs, where 
absolute truths are evaporating under the impact of scientific 
progress, what can we hold to? There is no completely satisfying 
answer. Perhaps the best we can do is be cautious of dogma and 
words without meaning, to do the best we can to close the gap 
between scientific progress and human institutions, and at all times 
to hold firmly before our eyes a big healthy black question mark. 

C. Clyde Mitchell 
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THE INHERITANCE PROCESS AS VIEWED THROUGH 
THE PROBATE COURT IN DANE 
COUNTY, WISCONSIN 

A COOPERATIVE research project, conducted jointly by the 
law school and the department of agricultural economics of 
the University of Wisconsin, was made as an exploratory investi- 
gation of the possibilities of using probate court records as a source 
for research in the fields of inheritance and capital accumulation. 

The master sample for this study was selected from the death 
certificates recorded in the Register of Deeds’ office for Dane 
County. The death of every resident of the county is recorded there 
regardless of where that resident died. Only decedents who had 
been legal residents of Dane County and over 80 years of age 
on death were selected. The five years 1989, 1934, 1939, 1941, and 
1944 were selected for study. A 80 percent sample of death certfi- 
cates for these years yielded a master sample of 983. Pertinent 
information from each death certificate sampled was recorded to 
supplement and check the information contained in the probate 
court records. Eor instance the death certificates provide more 
information as to occupation, age, sex, marital status, residence on 
death, etc. than do the estate records. Each schedule so obtained 
was checked against the index of probate court proceedings to 
determine whether an estate had been probated for the deceased 
person. If a record of any such proceeding was found, the type was 
recorded along with the file number of the record. In cases where 
any doubt existed as to whether the individual named in the 
death certificate and the probate court index were the same person, 
further checks were made through comparison of information on 
the death certificate with that in the folder for the estate. A sample 
of 415 estates was drawn by this procedure. Of these, 178 were tes- 
tate estates, 195 were intestate estates settled by regular probate 
procedure, 33 were tenmnation of joint tenancy only, and 15 were 
descent of lands proceedings.^ 

Only 48.8 percent of the decedents in the master sample had an 
estate which passed through probate court. People who were classi- 

1 In these two types of cases relatively little formal court action is required, 
aM as a result the folders for these estates contain considerably less information 
man the regular estate folders For this reason it has not been possible to mclude 
these estates m some of the tabulations. 
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fied^ professional or proprietors (these were considered as one occu- 
pational group) had the highest proportion of estates probated of 
any occupational group with 66.2 percent of all such people having 
an estate. Farmers ranked second with 51.4 percent leaving an 
estate which passed through probate court. As might be expected 
a smaller proportion of women left estates than did men in any of 
the occupational groups. Only S3.1 percent of the women left 
estates. Inclusion of the 149 women undoubtedly had the effect of 
lowering the overall proportion of people leaving an estate — just 
as the inclusion of the 57 professional and proprietary people had 
the effect of raising the proportion. If these two extreme groups 
were excluded, the average proportion of people who left an estate 
would be 45.6 percent. 

As might be expected, people between the ages of 70 and 90 had 
the highest proportion of estates (47.2 percent) which entered 
probate court. People between the ages of 20 to 50 (only 10.1 per- 
cent of all the people in the master sample) had the smallest propor- 
tion (30.0 percent) of estates probated. The proportion for people 
from 50 to 70 was 38.4 percent and for people over 90 it was 43.3 
percent. This is about the pattern one might expect, since it is 
between the ages of 20 and 50 that the greatest effort is required 
to support and educate a family. It is logical to expect that people 
over 90 would also be less likely to leave an estate since most 
people of that age have been using up past accumulations of wealth 
to maintain themselves. 

This study indicates that few people accumulate any sizable 
fortunes during their lifetime; 45.3 percent of those people having 
an estate which passed through probate court had a net worth on 
death of less than $5,000.® For Dane County as a whole this meant 
that about 77 percent of the people accumulated property worth 
less than $5,000 free of debt during their lifetime. Only 10 percent 
of the estates studied had a net worth on death of $25,000 or more. 
For Dane County as a whole, this meant that only about 
percent of the people accumulated property worth more thtm 
$25,000 during their lifetime. 

The average net worth on death for all estates probated was 
$11,500. The presence of 13 estates with a net worth of more than 

* The occupational classification used here is based on the Works Progress Admin. 
Circular No. Occupational Classtfication and Code, 19S5. 

* Net worth as it is used here, includes the face value of all insurance, tax exempt 
property, and ^‘gifta made m contemplation of death.” The latter term is defined by 
law in Wisconsin as any gift made withm two years of death. 
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$ 505 (K )0 had the efPect of raising this average figure substantially. 
When considered by occupational groups, the professional people 
and proprietors (66.^ percent of them had estates probated) was 
the group with the highest net worth on death with an average of 
$^3,868, This group also had the greatest fluctuation in average 
size of estate on a year to year basis, with a low average of $4,300 
in 1939, and a high average of $50,900 in 1944, Farmers as a group 
ranked second in size of net worth on death (51.4 percent of them 
had estates probated) with an average of $11,400. The average net 
worth on death for all other people (41.1 percent of them had estates 
probated) was $8,784. 

The most striking feature of this analysis of the size of estates is 
the fact that even in Dane County, which should be more prosper- 
ous than the average county, there are very few people who manage 
to accumulate any substantial amount of wealth during their life- 
time. This simple fact provides eloquent comment on the need for 
old age security programs. Five thousand dollars is certainly not 
enough money to provide security for the old age of any individual 
in this day and age, yet more than 77 percent of the residents of 
Dane County had less than this amount when they died. 

A comparison was made between farmers, professional and pro- 
prietory jieople, and people in other occupational groups with 
respect to the composition of estates. Farmers definitely appear to 
have a larger proportion of their assets tied up in real estate than 
any other occupational group. They held farm real estate equal to 
45.6 percent of the net value of the estate, and urban real estate 
equal to 7,3 percent of the net value of the estate. Professional and 
proprietory people, on the other hand, have farm real estate with 
a value equal to 3.3 percent of the net estate and urban real estate 
with a value equal to 35 percent of the net estate. People in other 
occupations have farm real estate with a value equal to 7,3 percent 
of the net estate and urban real estate with a value equal to 35.7 
percent of the net estate. 

People with smaller estates had a larger proportion of their 
holdings in real estate than did people with larger estates. This 
tendency was evidenced in all three occupational groups. In each 
occupational group, for the estates with a net value of less than 
$5,000, the real estate holdings were valued at more than 90 per- 
cent of their net worth. 

Professional and proprietory people appeared to possess fewer 
liquid assets in relation to their net estates than other occupational 
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groups. Cash and bank deposits for this group were equal in value 
to only 5.7 percent of the net estate. For estates of from five to 
fifteen thousand dollars net worth the proportion was 10.^ percent 
of the net estate. This was the highest proportion noted in any size 
group for people in this occupation. Farmers held cash and bank 
deposits worth 16.8 percent of their net estate. This proportion 
varied from a high of ^3.1 percent for farmers with a net worth 
on death of less than five thousand dollars to a low of 15.2 percent 
for farmers with a net worth on death of from twenty-five to fifty 
thousand dollars. People in other occupations held cash and bank 
deposits valued at 14.1 percent of their net worth at death, with 
a high of 19.2 percent for those with net estates of less than five 
thousand dollars and a low of lO.S percent for those with net estates 
of from fifteen to twenty-five thousand dollars. 

The farmers in this sample made very little use of life insurance. 
The average face value of such insurance was equal to only 0.4 
percent of the net estate. This may indicate that farmers as a 
whole depend principally on their investment in the farm business 
to provide security for their old age and for their dependents. 
Professional people and proprietors carried the largest relative 
amount of insurance with an average value equal to 25.1 percent of 
the net estate. This proportion for other people was 4.4 percent. 
Only 16.9 percent of the people with estates carried any life insur- 
ance at all. The amount of insurance carried by these people was 
also very small. In 43 out of the 70 estates where life insurance 
was carried the value of that insurance was less than' $2,500. In 
only 12 out of the 70 cases was the amount of insurance over 
$9,500. 

The question has frequently been raised as to whether or not a 
**will” makes any difference in the expense or time required to 
settle an estate. Prom this study it appears that there is no consist- 
ent savings in either time or over-all expense for settling an estate 
with a will when estates of comparable size are compared. Ad- 
ministrative expenses were further analyzed to get a more precise 
answer to this question. Attorneys* fees for testate and intestate 
estates of comparable size were about the same. There did seem to 
be a somewhat smaller charge for the personal representative in 
testate estates, but other expenses involved in closing the estates 
were sufficiently varied between the two kinds of estates to over- 
shadow any slight advantage deriving from the smaller payment to 
the personal representative. 
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It is of further interest to note that in 8.6 percent of the estates 
VTith wills the disposition of property was identical with that 
provided by law. In another 11.4 percent of such estates the 
disposition was {ibnost identical with that provided by law. 

Edwabd H. Wabd 

UnimsUy of Wyoming 


ECONOMICS OF MINIMUM WAGES IN RELATION 
TO THE AGRICULTURAL LABOR MARKET 

I N A discussion in this Journal of the economic eflFects of a 
mfniTntiTn wage for farm workers on agricultural welfare and 
employment the conclusion was drawn that employment would be 
curtailed and agricultural poverty would be increased if a minimum 
wage were imposed.^ It was suggested, first, that a minimum wage 
would result in higher labor costs, resulting in the *less intensive 
operation of . , . farm enterprises” and some curtailment of output. 
This reduction in output might be considerable in view of the fact 
that the farms which are responsible for the larger share of the total 
output are the very ones which employ wage-labor.^ Secondly, 
there would be a tendency for farm operators to shift from the 
employment of hired labor to the fuller utilization of family labor 
or to transfer workers from the category of wage-earners to that of 
share-croppers.* Thirdly, the curtailment in employment and the 
general inability of displaced agricultural workers to shift into other 
types of employment would tend to result in an even greater under- 
employment or unemployment in agriculture.^ Finally, farm opera- 
tors would probably prefer hiring workers on an hourly basis rather 
than on a weekly or monthly basis with a corresponding drop in 
labor income.^ 

The conclusion that the minimuTn wage would result in a higher 
labor cost is based on the assumption that the increased costs can- 
not be offset by increased efficiency on the part of the workers or 
by an induced improvement of management techniques on the 
part of the employers. The argument that farm operators may 

1 Baughman, Earnest T„ “A Note on Minimiim Wages and Agricultural Wel- 
fare,’’ this Journal, November 1946, pp. 1048-61. 

* Ibid, p. 1059. 

^Ibid, 

* I5wf., p. 1060. 



Notes 


717 


tend to displace hired workers in favor of family workers is based 
on the assumption that the impact of the minimum wage will bear 
substantially on farm operators who have a small wage-labor force 
and who find it possible to utilize such family labor. The conclusion 
that workers would be paid on an hourly rather than on a weekly 
or monthly basis also assumes that the impact of the TniTiimn Tn 
wage will be on farm operators who have a small wage labor force» 
for it is these farmers who generally employ workers on a monthly 
or weekly basis. 

The analysis does not consider the possibility that certain mon- 
opsonistic (or oligopsonistic) elements may be present in the farm 
labor market with a possible ‘‘exploitation” of workers, i.e., a 
failure to pay workers the value of their marginal revenue product.® 
In addition, though it points to possible greater agricultural poverty 
of the workers because of their immobility, it does not question 
whether such immobility may also not provide opportunities for 
“exploitation.” To the extent to which such exploitation may exist, 
the impositon of a minimum wage should have little emplo5mient 
effects. Finally, the analysis does not distinguish between short- 
run and long-run effects and does not consider certain dynamic 
factors which may well tend to offset any unemployment effects of 
a TniriiTmim wage. 

In this note an attempt will be made first, to discuss the reality 
of the assumptions and secondly, to indicate the extent to which 
the condition of “exploitation” may exist in agriculture. 

It should be said at the outset, however, that no attempt is made 
in this note to arrive at a judgment “on balance” of the minimum 
wage in agriculture. It is proposed only to point to factors, over- 
looked in iJie reference article, which are believed relevant to empiri- 
cal studies necessary to policy decisions in this perplexing field. 

SiAstitiUability of farm labor. To what extent will the introduc- 
tion of a Tninimu m wage in agriculture result in the displacement of 
farm workers because of higher labor costs? In answering this 
question two factors must be taken into consideration: the extent 
to which labor costs represent a small or large proportion of totfd 
costs; and the degree to which the employers may have been em- 
plo3dng the best management or administrative procedures. 

It has been pointed out that the substitution effect of the im- 

^ Tliis defimtion of exploitation follows tliat oi Chamberlin, E, H., Theory 0 / 
MonopcUetie Competition (5th Ed.), pp. IdS ff. 
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position of a mmimum wage may well be offset by certain other 
factors, such as increased productivity on the part of workers 
(because of the higher wages) or increased productivity as a result 
of employers* efforts. Increased productivity of the latter type may 
result from either the use of other resources (which may result in 
some drop in employment only if costs rise) or the adoption of 
management techniques which were previously available but not 
utilized. That is, the employers are “shocked out of lethargy.** 
If an industry has a relatively low labor cost, the opportunities for 
improved management will usually be present.^ 

An analysis of wage costs in agriculture indicates that agriculture 
may well be an industry of low labor costs. In 1946, for example, 
the wages of farm labor represented about 18 percent of total 
production expenses.® There is reason to believe that the imposition 
of a minimum wage may result in “shocking** some farm employers 
into improved methods of production. 

If firms have been sheltered “from the full rigor of competition** 
and if they have been producing over a “prolonged period of rising 
business activity’* one might weU expect a certain degree of 
“administrative laxity.*’® Both elements have been present in agri- 
culture for the past years and it might well be that there is room 
for certain management adjustments. Such adjustments may result 
either in greater output with the same labor force or may even 
result in less work. But it may well be that the decrease in the 
number of man-hours required to complete one farm operation, 
due to improved organization, will yield the same income and no 
change in agricultural workers* poverty. Indeed, in agriculture, it 
may bring about the displacement of children and some women. 
Such displacement, rather than increasing agricultural poverty, 
may improve the welfare of this labor group.^® 

In certain areas, exploitative wages, if they exist (see below), 
may simply mmntain inefficient farm operators. The imposition of 
a minimum wage may drive these growers out of business. But in 
the long run more capable men may replace them and the unem- 
ployment effects can be nil.^^ 

Stigler, George J., *The Economics of Minimum Wage Legislation,** American 
Eeoncmic Revietc^ June 1946, pp. S5B, 359. 

* U. S. Department of Agriculture, Agricultural Statistica 1947, p. 636. 

• Reynolds, Uoyd G., “Toward a Short Run Theory of Wages,** American Eeo~ 
namic Review, Vol. 38, No. 3, June 1948, p 298. 

** Dobb, Maunce, Wages, 1938, p. 131. 

^ Figou, A. C., Essays in Apylud Economics, pp, 60-61. 
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The substitution effects of the establishment of an agricultural 
minimum wage are not obvious. There are many considerations 
which must be taken into account, and such wage action, if reason- 
able, may not have any significant unemployment effects. 

Displacement of hired workers hy family workers. Although there 
may be a tendency to replace hired wage workers by family workers 
if an agricultural minimum wage were introduced, the amount of 
such replacement will depend, inter aliay upon the extent to which 
the smaller family-size farms employ wage workers. 

In 1939 only 4.5 percent of the country’s 6.1 million farms, or 
about 266,000 farms, were responsible for over 54 percent of the 
1939 cash farm-wage bill. These farms accounted for only 5.6 per- 
cent of all family farm workers employed during 1939. For the 
Umted States as a whole almost two-thirds of the farm-wage bill in 
1939 represented wages paid to workers hired by the day or week, 
or piece work and contract work.^ 

These data would seem to indicate that the displacement may 
not be substantial. And if the minimum wage legislation were 
applicable only to farms which employed, say, over four farm 
workers, the problem vanishes. 

Wage-fixing combinations of farm employers. The lack of competi- 
tion among farmers as buyers of labor and the existence of wage- 
fixing combinations among farm employers may put such employers 
in a position to “exploit” the farm workers.^* Such exploitation will 
take place if, in addition, the demand for workers is inelastic in the 
“market period.” 

If the demand for workers in the “market period” is such that 
there is a limit to the number of workers which can be hired the 
marginal revenue product curve would be indetermmate at this 
point. If the wage set by the wage-fixing combination is below this 
point, exploitation exists 

The extent to which agricultural employers have combined as 
buyers of labor in order to depress wages below their competitive 
levels is not easily demonstrable chiefly because such information 
is seldom publicized. However, the hearings and reports of the 

^ Ducoff, Louis J , Wages of Agriaaltural Labor in ike United States, TJ.S. Depart- 
ment of Agriculture, Techmcal Bi^etin No 895, July 1945, pp. 10, 12-lS, and^O. 

Machlup, Fritz, “Monopolistic Wage Determination as a Part of the Greneral 
Problem of Monopoly,” in Proceedings <S the Chamber of Commerce of the Umted 
States on Wage Determination and ike Economics of Liberalism, January 11, 1947, 
p 56. 
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LaFoUette Committee on the farm labor situation offer considerable 
evidence that such combinations do exist in the California agricul- 
tural labor market and other areas.^^ 

The La FoUette Committee reported that the wages prevailing in 
many areas of agricultural production in California “are not 
customarily the result of collective bargaining procedures. Instead, 
they are subject to considerable employer control exercised on a 
uniform basis to avoid the effects of competition for or a local 
scarcity of labor.”^® The ‘‘employers ... are usually members of an 
association which has as one of its purposes the execution of policies 
respecting labor and labor relations. . . . They are concerned, 
among other things, with labor supply, the setting and adjusting 
of wage rates, and, more recently, with the questions of employee 
association, collective bargaining, and labor legislation.”^® 

The La FoUette Committee points out that these associations 
grew in number with the development of the wage-labor system. 
Typical of these associations are the Agricultural Labor Bureau 
of the San Joaquin Valley, the Farm Labor Service in Arizona, 
the Western Growers Protective Association, the Grower-Shipper 
Vegetable Association, the California Fruit Growers Exchange 
and the local exchanges associated with it, and the California 
Processors and Growers, Inc.^^ 

It is interesting to note that “the groups of employers who meet 
to fix wage rates are usuaUy organized and led by the large em- 
ployers.” The President of the Associated Fanners of California, 
Inc., stated that *‘we frequently find the large operators set the 
wage scales and he (sic) is the one that does actually create the 
wage scale and it is usuaUy followed by the smaller farmers.”^® 
There is evidence that growers in other states have banded to- 
gether to fix wages. For example the wages of berry and apple 
pickers in the Puyallup Valley and Yakima and Wenatchee valleys 
were for many years set by the fruit growers associations. Evidence 
before the Tolan Committee indicates that Florida bean growers 
have met to establish a picking price.^® 

Senate Committee on Education and Labor, 77tb Congress, Second Session, 
Reports on EmfiUjyeta' A 98 ociciiions and CcSiUctive Bargaining in Ccdifornia, 194S. 

Op. cit ,3 Part 8, p. 181. 

Op. cit. Part 4, p. 408, The concern of the employers is not to encourage 
^‘employee associations, collective bargaimng, and labor legislation*’ but rather to 
discwage them 

JWd.,pp. 409-410. 

1* Schwartz, Hany, Sea^mal Farm Labor in the United States, p. 71. 



Notes 


TOl 

Admittedly the evidence of employer wage-determination is 
sparse. But there are certain basic social, economic and institutional 
conditions which would seem to require such employer combina- 
tions. Farmers may fear, because of social ostracism, to set wages 
above the level of those set by their neighbors. 

On the economic side it must be recognized that in the “market 
period” or short run the labor costs are strategic and, therefore, 
the farmers attempt to keep wages as low as possible. This problem 
is most acute in the harvest of fruits and vegetables since picking 
cannot be postponed. Furthermore, of all costs which growers 
must meet, the wage cost is more susceptible to individual grower 
decisions.®® For these reasons the farmers seek, either through 
collective wage determination or the creation of large labor supplies, 
to keep the wages low. 

The existence of local Farm Bureau or Farm Grange organiza- 
tions and the development of cooperative marketing and shipping 
organizations provide the institutional framework within which 
growers can meet annually to set the wage rate jointly. 

The bargaining 'position of the farm vxyrJcer, Wherever employer 
wage-fixing combinations exist today one will usually find the 
employees organized. This, however, is not the case in the farm 
labor market. Not only are the farm workers disorganized, but the 
conditions of employer-employee relationships are such as to give 
the farm operator an opportunity to “exploit” the farm worker. 
And whatever attempts have been made by farm workers to organ- 
ize have been resisted and, in some instances interfered with, by 
farm operators. 

Although there have been many attempts to organize farm 
workers, such organizations have been “sporadic, scattered, and 
short-lived.”®^ The factors which have made the organization 
of these workers difficult have been economic, social, and political. 
*Their extreme mobility, the high seasonality of their work, and 
the low wage rates all combined to make unionization among them 
costly and, at the same time, created chronic problems for the com- 
munities in which they lived. The social status of seasonal farm 
workers was that of a lower caste, suffering poverty, depending upon 
relief, and lacking adequate facilities for education, housing, sani-' 

Schwartz, Harry, op* cU.> pp. 68, 69. 

“ United States Department of Labor, Bureau of Labor Statistics, BuHefin No. 
836, Labor Unionim in American AgriauUwret p. 4Q6. 
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tation, and medical attention. They were, on the whole, politically 
impotent and, in many states, disfranchised.***® 

Under such conditions, there are reasonable grounds for conclud- 
ing that exploitation will take place since the organized farm 
employer has a greater strategic strength in bargaining with his 
workers. In the first place, he is accustomed to bargaining with 
workers. Secondly, the superior financial condition of the employer 
offers him an opportunity to resist the wage demands of the worker. 
On the other hand, the inferior financial status of the workers may 
reduce their mobility, lacking funds to seek alternative employ- 
ment. And if wage setting by oligopsonistic combinations exists 
throughout a large agricultural area, even with funds, workers 
would have little basis for seeking other jobs. Finally, if a worker 
happens to be a tenant — or a member of a tenant’s family — of the 
farmer, his failure to accept the offered wage may result in his 
displacement from the farm.*® The latter problem is particularly 
acute in the southern part of the United States where a large por- 
tion of the seasonal farm labor force consists of this type of labor. 

On balance, then, the bargaining strength of the growers appears 
to be much greater than that of the farm workers, and, on the basis 
of the social, economic, and political conditions surrrounding 
the wage bargain, it would be reasonable to assume that a certain 
degree of “exploitation” exists. 

ImmxMlUy of farm workers. It has been stated that “probably 
the strongest case for the creation of labor monopolies to avoid 
monopsonistic wage determination” may be made when (1) “many 
labor markets are geographically or occupationally so isolated 
that employers have no competition in their purchase of labor** 
or when (2) ‘‘chronic unemployment makes employed labor practi- 
cally immobile and eliminates employers’ competition for labor.** 
Thus, the immobility of the workers offers the wage-fixing com- 
bination an opportunity to push the wage below the marginal 
revenue product. 

One must distinguish between two groups of seasonal farm 
labor, namely, the local resident group and the transient, migratory 
workers. In many cotton areas of the South is found the first type. 
Each year wives and children of tenant farmers or sharecroppers 

*• Pigou, A. C.* The E&momics tjf Welfare (Srd ed,), MacnuUan and Co., p. 559, 

9* Machlup, op. orf., pp. 55, 58-59. 
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are employed in the cotton harvest and at the end of the farm opera- 
tion they leave the labor market. The latter group consists of 
workers who travel from area to area in search of work and are 
employed to meet the requirements of the seasonal peaks. 

The local, resident seasonal worker is, of course, highly immobile. 
He is poor in financial resources and unable to move to other areas 
(particularly in the short-run) ; the social ties to his home and family 
are strong; and he is usually ignorant of other employment oppor- 
tunities. Fear of displacement as a tenant or sharecropper will 
usually prevent him from “bargaining” for higher wages. And in 
instances when this local resident, seasonal worker has demanded, 
or was in a position to demand, higher wages, the growers have 
advertised for and brought in workers from other areas to maintain 
wages at the “going rate.”^® 

During the past war period farmers pursued a number of policies 
in order to preserve their farm labor supply .2® High license fees for 
labor recruiting agents, special deferment provisions for farm 
workers under the Selective Service Act, and the provision under 
the Farm Labor Transportation Program that no workers were to 
be recruited in any county for work in other areas without prior 
approval of the county agent who must certify that the county 
had a surplus of labor are examples of methods employed to 
“freeze” workers in their areas of usual employment. 

The transient, migratory worker who moves from crop to crop 
would appear at first to be highly mobile. He is, mtil he reaches 
the place of employment. Employers have used a variety of devices 
to bring into the area a “surplus” of labor. Such devices have in- 
cluded the flooding of areas with handbills, local newspaper ad- 
vertising, radio broadcasts, etc., with the subsequent disorganization 
of the farm labor market.^^ Once the workers have arrived at the 
area of “need,” they have no alternative but to accept the wage 
offer. 

The economic factor here too plays an important role in forcing 
growers to adopt such practices. In view of the need for maintaining 
control over the wage, only a surplus of workers coxild continue 

^ See Heport of Select Committee on Interstaie Migration, House Import No. 
869, 77t!i Congress, 1st Session, pp. 364 S., for many iUiistrations of this practice. 
(Hereafter referred to as the Tol^ Committee Report.) 

** Kaufman, Jacob J., ”Farm Labor During World War EE,” this Journal, Feb- 
ruary 1949, pp. 131 ff 

Tolan Comimttee Report, p. 364 ff. 
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such control. Once workers are employed various devices are used 
to prevent them from **skipping” to other jobs. For example, 
‘‘bonuses** (actually, “holdbacks’*) are paid to workers pro\dded 
they stay on until the harvest is completed; or credit is extended 
to workers so that they are in debt at the be ginni ng of the harvest 
and must remain on the farm until the end of the season in order to 
pay off the debt.®* 

Short Run vs. Long Run Effects. The short run substitution ef- 
fects of a minimum wage in agriculture ’may be considerably 
limited. Particularly in the harvesting of such crops as fruits, 
vegetables, and cotton (so far) there are few substitutes for hand 
labor. “Tractors can’t work between tightly packed rows and 
the machine that can harvest broccoli and egg plant and toma- 
toes has yet to be built.”®® 

The substitution effect may, rather, be one of a long-run nature, 
but in the long run dynamic factors may play an important role.*® 
“Over any substantial period of time there are such pronounced 
changes in productivity, consumer preference, and the general 
condition of business that the relationship (i.e., between the im- 
position of a minimum wage and the curtailment of output and 
employment) is fatally beclouded.”®^ 

Condusions 

There is some evidence that “exploitation” may exist in agri- 
culture as a result of combinations of employers for the purpose 
of wage-fixing, and of a considerable degree of labor immobility. 
Although the evidence of such wage-fixing combmations is limited, 
certain social and economic forces are at work and certain institu- 
tional structures exist which make such combinations necessary 
(from the point of view of the farmer) and possible. The immobility 
of workers is not only the result of the political, social, and economic 
environment of the workers, but also of the direct activities of 
the growers themselves. To the extent that these two elements — 
oligopsony and labor immobility — exist in the farm labor market 
the imposition of a minimum wage may be justified in order to 
wipe out the existing “exploitation” without any unemployment 

s* U. S. Department of Agriculttire, of the War Farm Labor ProB- 

letn. May 194A (mimeographed), pp. 101-102. 

» McWilliams, Carey, 2U Fares the Lardy Faber and Faber Ltd , p 137. 

“ Reynolds, Lloyd G , op. cit , p. 300. 

« Ross, Arthur M., Trade Union Wage PoZtcy, p. 79. 
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eflPects. In other words the competitive solution is not applicable 
under these conditions. 

Furthermore, there is some basis for questioning the substitution 
effects, even under competitive conditions, of the imposition of a 
minimum wage for agricultural workers. And, in some instances, 
such substitution (if it does take place) may not necessarily in- 
crease agricultural poverty. The possible elimination of women and 
children from the farm labor market and the displacement of in- 
efficient farmers may have certain desirable economic effects. 

Jacob J, Kaxtf3s£an 

The UniversUy of Buffalo 


SOME PROBABLE EFFECTS OP TAXATION ON 
FARMERS’ MARKETING PRACTICES* 

D uring the last decade farmers in the United States experi- 
enced a period of high-level production and relatively high 
commodity prices. This combination of favorable circumstances 
resulted in the highest level of farm incomes in the history of Ameri- 
can agriculture. Although incomes were not uniform throughout 
the farming area over this entire period, in general, total farm pro- 
duction, prices, and incomes have been consistently high since 
1941. Paralleling the price and income situation during this period 
has been a consistent tendency to broaden the income-tax base and 
to increase tax rates. This combination of circumstances has 
brought about a phenomenal increase in farmers’ tax contributions 
to the Federal Government. 

The purpose of this article is to explore the hypothesis that 
specific phases of Federal tax policies and administrative procedures 
influence farmers’ marketing practices. It is essential first to present 
certain background information. 

In 1913 the 16th Amendment to the Constitution of the United 
States was adopted permitting Congress to levy income taxes 
“without apportionment among the several States, and without 
regard to any census or enumeration,” Because of liberal personal 
exemptions ($4,000 for married couples) the Federal income tax 
in the early years 1913 to 1917 touched farmers’ incomes to only a 
minor extent. Tax rates at that time were modest, the “normal” 

* This paper represents the author's personal views on the subject under discus- 
sion. 
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tax in 1913 being one percent witb no surtax until taxable income 
passed $20,000. It was not until the bigh price and income years 
following World War I that the income tax assumed any importance 
in the busmess affairs of farmers. 

From 1921 to 1940, the number of farmers paying Federal 
income taxes and the amounts paid were still of only minor signif- 
icance. In fact, as late as 1939, according to the Bureau of Internal 
Revenue’s classification of returns by industries or types of busi- 
nesses, only about 140,000 businesses were listed in the farming 
category.^ 

Beginning with 1940, substantial increases in Federal tax obliga- 
tions were effected by merely lowering personal exemptions. 
Returns for 1941 contained over a million in the farm group. 
Changes in the revenue code from 1941 through 1943 imposing 
higher rates and lowering personal and dependency exemptions 
brought many farmers into the income-tax-paying fraternity for 
the first time. 

Although no tabulations are available as to the number of farmers 
reporting for the latest tax years, estimates have been made of the 
amount of taxes paid. Based on available data relating to income 
distribution and tax payments for sample groups of farmers, the 
Bureau of Agricultural Economics has estimated that Federal 
income-tax payments of farmers during the last few years were as 
follows:® 


Fear Paid Ammmi 

1941 $ 15,000,000 

1942 50,000,000 

1943 425,000,000 

1944 275,000,000 


Fear Paid Amouid 

1945 $725,000,000 

1946 720,000,000 

1947 760,000,000 

1948 960,000,000 


The question arises, in what maimer does the frequency and 
amoimts of farmers* income-tax payments influence their market- 
ing schedules and practices. One clue to an answer to this question 
lies in the method of accounting for or, more appropriately, methods 
of reporting incomes for tax purposes. Under the present code a 
farmer may use either the cash or accrual basis for reporting income. 

Basically, the cash method allows a business firm, for tax- 
reporting purposes, to include all cash income actually or construc- 
tively received and to deduct all allowable expenses paid out during 


i “Farmrs Taxes,” Agr. Finaim Rev. BAE Vol. 9, Nov, 1946, p. 12. 

* Agr. Finance Rev. BAE Vol. 11, Nov. 1948, p, 90. 
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the tax year, regardless of the time the income was earned or the 
expenses were incurred. In actual practice it is estimated that 90 
percent of the farmers who file income tax returns use the cash 
method of reporting. 

The accrual basis is really an inventory method of reporting 
income. Income reported on the accrual basis includes all income 
earned during the taxable year from sales made in that year, 
regardless of when payment is received.® In addition, increases in 
inventory values at the end of the year compared with the begin- 
ning of the year must be included. Allowable expenses include all 
business operating costs incurred during the year, whether paid or 
not, and any decrease in inventory values at the end of the year 
compared with the beginning of the year. 

Obviously, the accrual method of reporting requires a more de- 
tailed and complex system of bookkeeping than the cash method. 
Some few farmers find it advantageous (tax-wise) to use the accrual 
method, but the vast majority find the cash method more desirable. 
It is important at certain times for this large segment of cash- 
reporting farmers to act or to forego action on specific dates within 
the year. For example, tax obligations may be materially altered 
by the execution of a sale or delay of execution for a period of as 
little as 24 hours. 

During 1946 and 1947 there was much public discussion of the 
probability of Federal tax reduction legislation. Perhaps anticipat- 
ing a lower tax rate in 1947 some farmers carried over their 1946 
crops and sold them in 1947. Important tax reductions did not, 
however, materialize in 1947. Farmers who had carried over and 
sold their crop in 1947 found themselves in the embarrassing posi- 
tion at the close of the calendar year^of having another bountiful 
crop on hand to be disposed of at exceptionally favorable prices 
and pay income taxes accordingly, or run the risk of carrying the 
new crop over into another year. If the farmer sold his 1947 crop 
(having carried all or substantially all of the 1946 crop over), he 
would be thrown into a higher income tax bracket and, in effect, 
would be forced into paying a higher rate of tax in that year on 
two years’ income. 

With each new income bracket present surtax rates increase 

* Tax Court cases have introduced many refinements as to when and how it may 
be determined that income has been received. Itulings on specific cases, however 
cannot be considered as having any general applicabihty. 
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significantly. In contrast to the fonr-percent rate in effect in 1917 
on taxable incomes in excess of $2,000 and a surtax rate of only one 
percent on incomes from $5>00Q to $7,500 the present basic tax is 
$400 plus £2 percent of the excess over $2,000. To appreciate the 
tax significance of income increments of two, four, six, and ten 
thousand dollars it is necessary again only to review a sample of the 
schedule of rates in the Bureau of Internal Revenue’s 1948 infor- 
mation pamphlet, “How to Prepare Your U.S. Income Tax Re- 
turn.” Excerpts from the 1948 Federal Income Tax Rate Schedule 

C)ver$ e ,000 but not over $ 4 , 000 —$ 400 , plus 2 ^% of excess over $ 2,000 

Over $ 6,000 but not over $ 8 , 000 —$ 1 , 860 , plus 30 % of excess over $ 6,000 
Over $ 10,000 but not over $ 12 , 000 —$ 2 , 640 , plus 38 % of excess over $ 10,000 
Over$ 16,000 but not over $ 18,000 — $ 5 , 200 , plus 50 % of excess over $ 16,000 
Over $ 26,000 but not over $ 32,000 — $ 10 , 740 , plus 62 % of excess over $ 26,000 
Over $ 50,000 but not over $ 60 , 000 — $ 26 , 820 , plus 75 % of excess over $ 50,000 
Over $ 100,000 but not over $ 150 , 000 — $ 67 , 320 , plus 89 % of excess over $ 100,000 

Rates go as high as 91 percent on bracketed incomes in excess 
of $200,000 but relatively few farmers are concerned with rates 
applicable to incomes above the $100,000 level. In the event 
that receipts from sale of two crops have to be accounted for in the 
same tax year, a considerable number of farmers would have in- 
comes above the $100,000 figure hut in proportion to the total num- 
ber of income-tax paying farmers the percentage in this group 
would still be very low. Prevailing high prices, high-level production 
and high tax rates of recent years have tended to make farmers 
more accounting conscious. The increasing surtax rates on the 
higher income brackets are a strong inducement to equalize in- 
comes between years as nearly as possible. 

In the absence of primary supporting data, determination of 
the specific degree of importance to attach to the influence of 
income tax considerations on fanners’ marketmg decisions is not 
within the purview of this paper. Such an attempt would have to 
be approached through a lengthy process of establishing statistical 
models which would make possible weighting of the dominant 
motivating forces that influence farmers’ marketing practices or 
patterns. There is, however, strong evidence to indicate that in- 
come tax considerations do enter into farmers’ marketing decisions. 
The following table, illustrative of data compiled on important 
grain crops, shows that for the last three crop years larger than 
average movements of wheat from farm to market took place dur- 
ing the month of January, Again it should be pointed out here that 
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Table 1. Wheat; Monthly Sales by Fabmehs— 
1047 Chop witb . Compahisons 



1 June 

July 1 

1 1 

1 Sept 1 

Oct 1 

[ Nov| 

Dec. ] 

Jan |Feb.| 

Marj 

Apr. 1 Ma^ 

Jane 

United 

j Percentage of Total Sales 

States 










1 ! 




1945-46 

6 1 

7 

18 4 


8 6 

4 8 

3 6 

8 1 

3.8 

ni 

1 7 

9 3 

1 3 

1946-47 

10 1 

18 8 

13 5 

10 8 

6 9 

5.8 

5.1 

10 4 

6 6 

5.1 

8 8 

3 8 

1 5 

1947-48 

6 7 

83.7 

16 8 

10 5 

7 7 

4.3 

3 4 

6 5 

3 5 

3 5 

5 1 1 

5 0 

3.0 

1935-S6 to 














1944-45* 

5 6 

83.0 

14.8 


7 8 

4 8 

5.3 

5 8 

HI 

5 6 1 

5 6 

4 4 1 

3.1 


Source Crop BeportlDg Board, Bureau of Ajncultural Bcouoxnjcs. 
• (10 year average). 


the great majority of farmers iise the calendar-year basis for tax- 
reporting purposes. 

There are no doubt several factors that contribute to the devia- 
tion from the general pattern of wheat sales in the month of Janu- 
ary. It is difficult to trace the significance of any single motivating 
factor, but by the process of elimination certain of the factors 
generally considered to be determining influences may be dismissed. 

For the grain crops price, storage, and feed considerations are 
generally recognized as primary influences affecting farmers* 
marketing decisions. These three considerations do not, however, 
appear to be paramount during the time period which is, from the 
tax consideration standpoint, crucial. It can be assumed that in 
most instances the storage problem has been resolved by the month 
of January, thus eliminating this factor as an important influence 
on sales in January of each of the calendar years considered. 

Grain held over for feed purposes is not customarily disposed of 
until some rather tangible indications of crop prospects for the en- 


Table Weiohteb Avebage Price per Bushel of Beported Cash 
Sales, Selected Months — 1045-1948 



1045 

1946 

1047 

1948 

Wheat 

Dee. 

Jan, 

Dec, 

Jan, 

Dec, 

Jan, 

Hard red spring 

$1.72 

$1.73 

$2.22 

$2.21 

$3 16 

$3.22 

Durum 

1.75 

1.75 

2.27 

2,22 

3.11 

3.18 

Red durum 

1.64 

1 63 

2 06 

2.09 

2.93 

2.02 

Hard red winter 

1 60 

1.60 

2.07 1 

2.00 

2.00 

3.01 

Soft red winter 

1.72 

1.76 

2 22 

2 26 

3.03 

8.08 

All classes and grades^ 

1.71 

1.72 

2.17 

2.18 

3.11 

3.15 


BAE— Crops and Markets, Vol. 24, No. 1, Jan. 1047; Vol. 25, Jan. 1948. Data 
for Jan. 1048 from unpublisked records. 

^ Six markets: Chicago, Mmneapolis, Kansas City, St. Louu, Dulnto, and 
Omaha. 



















7S0 


Notes 


suing year are in evidence. There are few indications of prospects 
for the new crop as early as January. 

It does not appear that fluctuations in prices between the months 
shown in Table 2 were significant enough to have had any appre- 
ciable influence in shaping farmers’ decisions to sell in the first month 
(January) of each of the three new calendar years as compared 
with the previous month of the closing year In fact, the theory is 
often advanced that farmers are inclined to sell on a declining 
market. The foregoing price figures show, in the case of wheat, 
that prices were tending upward in the first month (January) of 
the three years shown. Concern over prices, therefore, could hardly 
be the cause of the relatively heavy sales of wheat in the month of 
January. 

Conehmons 

The hypothesis that Federal income tax policies influence market- 
ing decisions of farmers has not yet been adequately explored to 
determine the actual degree of importance. But every avenue thus 
far explored indicates that they do influence the marketing process. 
Although considerable hearsay evidence could be offered in sup- 
port of the hypothesis, final judgment must await further evidence. 
It is hoped that this working hypothesis and the general interest 
exhibited in proposed research to study the problem in detail will 
lead to a complete analysis of the role of taxation in the marketing 
and distribution system. 

To the extent that adjustments in the marketing program of an 
individual farmer or group of farmers for tax consideration purposes 
have a stabilizing influence on farm incomes, such adjustments 
might be considered highly desirable. It is, however, quite improb- 
able that any net stabilizing influence will be gained from such 
practices. 

Although other motivating forces may predominantly govern the 
marketing decisions of farmers, recent progress in developing stor- 
age facilities for both staple and certain perishable commodities 
lends increasing importance to the “tax angle” in the market place. 

Samuel L. Crockett 


Bureau of Agrictdtural Economics 
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LONG-TIME ECONOMIC PROSPECTS FOR 
AGRICULTURE? 

H ave agricultural economists in their outlook and price 
policy work in recent years given sufficient attention to the 
possibility that we are developing new powerful factors in our 
economy which may modify the usual postwar behavior of prices? 
They may also modify greatly the usual business cycle over the 
next several decades. In his recent book, Money^ DehU ond Eco^ 
nomic Activity y A. G. Hart finds in the government’s role of adjudi- 
cating conflict between the centers of great political-economic 
power — corporations, labor unions and organized agriculture — a 
strong and persistent inflationary pressure. Arguing that govern- 
ment price-wage policy is subject to claims from these three power- 
ful groups, and that any controls of the prices of their particular 
commodities or services are very unpalatable to each. Hart con- 
tends that legislators will naturally look for the easy way out. This 
they will find to be m yielding a little to each group. ‘Tarmers may 
want to see lower wages, but will always accept higher farm prices 
instead. Trade-unionists would like food cheaper, but can be con- 
soled with higher wages. Businessmen would like both sets of prices 
lower, but are cheerful as long as they can add what they regard 
as suitable profit margins to the costs originating in wages and raw 
material prices. Thus, the politician has a perpetual temptation 
to please one group by helping its selling prices rise and then to 
compensate others by doing the same for them. The result is 
log-rolling inflation.’ 

Discussing the same general problem, Calvin B. Hoover writes, 
“With all organizations of claimants for shares of the national in- 
come demanding incomes higher than those which can be granted 
out of real national income, the temptation to grant everybody 
larger shares — ^and to depend upon reducing the shares to tolerable 
proportions through allowing rises in the general price level — 
becomes terrifically great.”^ This pressure, he contends, grows out 
of the political necessity of any party, either of the “left” or of the 
“right,” to maintain reasonably “full employment” at any cost. 
Keynes found a “built in” tendency of the economy to over-save 

^ Hart, A. G , Moneys Debt, and Economic ActivUy, Preatice-HaJI, New York, 
1048, p. 480. 

* Hoover, Galvin B., “Keynes and the Economic System,” The Journal of Politi- 
cal Economy, LVI, No. 5 (Oct 1948) p. 401. 
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(in relation to investment) as the economy passed from the self- 
regulatory stage of effective competition to that of widespread 
corporate organization. But this unbalance is now in prospect of 
being reversed as a consequence of the increased proportion of 
total economic activity now being channelled through government. 
Not only are legislators naturally induced to pressure the price- 
level upward as a means of resolving industrial conflict, but abo 
obliged, if they wish to stay in power, to overspend in relation to 
savings in order to maintain *‘full employment.” The consequence: 
**the ‘inflationary gap’ is more likely to be a continuing problem for 
our present modified form of capitalism than is the (prewar) dis- 
crepancy between the propensity to save and the inducement to 
invest.”* To the analyses of these two economists should, of course, 
be added the influences on our economy of our emphasized world 
leadership and the continuing “cold war.” 

Most long-term outlook and price policy proposals for agriculture 
have been fabricated upon a presumption of recurring periods of 
general deflation; their objectives have been principally to protect 
farmers against undue hardship during these periods. One wonders 
how long-time outlook statements should be modified and what 
kind of analyses and proposals in the price policy field would be 
appropriate should a future such as these two men foresee become 
a reality. One wonders also just how much exploring of this question 
has been done, just in case the conclusions of these men might be 
right! 

Ebven J. Long 

Unioer^y of Wiscormn 
402 . 

LEGISIATION PASSED BY THE 81ST CONGRESS, 

1ST SESSION 

Laws of Interest to AGmcuiiTURAn Economists Listed 
IN Chronologicad Order 

P UBLIC LAW 11 (S. 548) Export Control Act of 1949 (ap- 
proved Pebruai^ £6, 1949). Continues export-control author- 
ity until June SO, 1951, or such earlier date as Congress or the 
President may determine. Provides that controls shall not be exer- 
cised on agricultural commodities during any period for which the 
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supply is detenmned by USDA to be in excess of domestic require- 
ments. 

Public Law (H.R. 128) Cotton Acreage Allotments (ap- 
proved March 29, 1949). Amends the AAA Act of 1938 so as to pro- 
vide that state, county, and farm acreage allotments and yields for 
cotton for any year after 1949 shall be computed without regard to 
yields or to the acreage planted to cotton in 1949. 

Public Law 38 (H.R. 2101) RACC Disaster Loans (approved 
April 6, 1949). Abolishes the Regional Agricultural Credit Corpora- 
tion and transfers its functions to the Secretary of Agriculture. 
Authorizes the Secretary to make loans to farmers and stockmen 
for any agricultural purpose in any area or region where he finds 
that a production disaster has caused a need for agricultural credit 
not readily available from other responsible sources. 

Public Law 47 (S. 1209) EGA Authorization (approved April 
19, 1949). Among other things, provides that 12| percent of wheat 
shipments from the United States shall be in the form of flour; 
amends the provision regarding surplus agricultural products so as 
to provide that a “class, type, or specification” of a commodity 
may be determined by the Secretary to be surplus. 

Public Law 85 (S. 900) Commodity Credit Corporation Char- 
ter Act Amendments (approved June 7, 1949). Amends the Com- 
modity Credit Corporation Charter Act in the following respects: 
Returns CCC to the supervision and direction of the Secretary. 
Increases the number of members of the Board of Directors from 
five to seven. Provides that the Secretary serve as Chairman of the 
Board. Removes the limitation upon the appointment of directors 
who are otherwise employees of the Federal Government; provides 
for a bi-partisan advisory board of five members. 

It permits the Corporation to acquire real property or any in- 
terest therein for the purpose of providing storage adequate to 
carry out effectively and efficiently any of the Corporation's pro- 
grams. 

Public Law 99 (H.R. 3181) Water Faciilities Loans (approved 
June 10, 1949), Increases from $50,000 to $100,000 the monetaiy 
limitation on individual projects whidi may be undertaken under 
the Water Facilities Act of 1937. 

Public Law 155 (H,R. 5240) Fats, Oils, Rice Import Controls 
(appmved July 1, 1949). Amends the Second War Pow^ Act, 
1942, so as to continue until July 1, 1950, the authority for exercis- 
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ing, administering) and enforcing of import controls with respect 
to fats and oils and rice and rice products. 

Public Law 171 (S. 1070) Housing Act of 1949 (approved July 
15, 1949). Authorizes the Secretary, through the Farmers Home 
Administration, to make loans, for a period up to 33 years and at 
not over 4 percent interest, to owners of adequate farms who are 
otherwise unable to finance safe and sanitary housing and other 
needed farm building improvements for themselves or others work- 
ing on the farms. The loans will not require a first mortgage on the 
farm property and may be secured by the farmers’ equity in the 
farms. Authorizes similar loans, supplemented by annual contribu- 
tions, to owners whose farms are not presently adequate, but which 
may be brought to an adequate basis through a satisfactory pro- 
gram of enlargement. Authorizes combination loans and grants for 
minor improvements and repairs to farm dwellings and farm build- 
ings, in order to make them sanitary and safe, on farms which are 
neither adequate nor potentially adequate. Title IV authorizes a 
program of technical research and studies on housing. 

Public Law ^68 (H.R. 3825) Federal Crop Insurance Act 
Amendments (approved August 25, 1949). Authorizes an increase 
each year in the number of counties in which insurance can be of- 
fered. Removes the clause requiring indemnities to be paid on a 
pro-rata reduced basis, beginning with the crop year 1950, when 
indemnities exceed premiums. 

Public Law 272 (S. 1962) Cotton Acreage Allotments and 
Mabketino Quotas (approved August 29, 1949). Authorizes the 
proclamation of a national marketing quota for cotton whenever 
the total supply exceeds the normal supply, as defined in the act. 
Provides for the proclamation of a national acreage allotment 
which will produce the amount of the proclaimed quota. For 1950 
and 1951 special provision is made for the distribution of the na- 
tional acreage allotments to states and counties. Contains provi- 
sions relating to wheat and peanuts to provide for certain TninirmiTn 
farm wheat acreage allotments for 1950 and for a mmiTrinTn national 
peanut acreage allotment for 1950 of 2,100,000 acres. Provision is 
also made for the apportionment of the national peanut acreage 
allotment in 1951, and thereafter, by increasing or decreasing 1950 
state acreage allotments proportionately as the national allotment 
is increased or decreased. 

Public Law 307 (H.R. 1211). Trade Agreements (approved 
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September ^6, 1949). Repeals the Trade Agreements Extension 
Act of 1948 and extends the Trade Agreements Act until June 12, 
1951, in substantially the same form as before the 1948 amend- 
ments. 

Public Law 352 (S. 2116) Punuc Woeks (approved October 13, 
1949). Authorizes the appropriation of $100,000,000 for advances 
by GSA to the States for advance planning of non-Federal public 
works. 

Public Law 348 (S. J. Res. 53) Reforestation and Revegeta- 
tion (approved October 11, 1949). Declares the policy of Congress 
to accelerate and provide a continuing basis for reforestation and 
revegetation of forest lands. Authorizes for reforestation and re- 
vegetation through the Forest Service appropriation of $4,500,000 
for fiscal year 1951, increasing to $13,000,000 in 1955. 

Public Law 361 (H.R. 2514) Financial Assistance to Home- 
stead Entbtmen (approved October 19, 1949), Permits the exten- 
sion of loan assistance under the Bankhead-Jones Farm Tenant 
Act and the act of August 28, 1937, known as the Water Facilities 
Act, to persons who are acquiring farms by means of homestead 
entry on public lands or who are purchasing farms on reclamation 
projects, and who are otherwise eligible for such loans. 

Acts Passed by Both 'Bouses of Congress But Not Yet 
Signed by the President as of Odtobe/r 19i9 

H.R. 2960. Loans foe Rural Telephones. Authorizes the Ad- 
ministrator of the Rural Electrification Administration to make 
loans for the purpose of financing the improvement, expansion, con- 
struction, acquisition, and operation of facilities to render telephone 
service in rural areas. The loans will bear interest at 2 percent and 
are subject to the same terms and conditions as loans made for rural 
electrification. 

H.R. 4146. National Militaey Establishment Appeopeia- 
TiON FOE 1950. Carries the following provisions: That none of the 
funds appropriated in this title shall be used for the payment of 
any subsidy on agricultural or other products; the Secretary of the 
Anny is authorized to purchase from the CCC any food products 
owned and stored by such Corporation which the Secretary deter- 
mines to be of a satisfactory quality for the use of the [Military 
Establishment, or for civihan feeding in occupied areas, 

H,R. 2296. Cooperative Forestry Programs Bill. Amends 
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lilie Clarke-McNary Act so as to increase funds for forest fire pro- 
tection from $9,000,000 to $20,000,000 by successive yearly in- 
creases, and increases the yearly appropriation authorization for 
growing forest tree planting stock from $100,000 to $2,500,000 by 
successive annual increases j expands the Federal-State education 
program for small forest landowners by increasing the annual ap- 
propriation authorization to $500,000. 

H.R. 5856 — ^Faib Labor Standards Act of 1949— Raises mini- 
mum wages of covered workers to 75 cents an hour. 

H.R, 6305 — ^iNTERNATIONAIi WhEAT AGREEMENT ACT OP 1949 — 
The President is authorized, acting through the CCC, to make 
available or cause to be made available, such quantities of wheat 
and wheat flour and at such prices as are necessary to fulfill the ob- 
ligations of the United States under the International Wheat Agree- 
ment of 1949. 

H.R. 8699 — ^Federal Laitd-Banb: Loans— Amends the Federal 
Farm Loan Act to authorize loans through National Farm-Loan 
Association in Puerto Rico, to increase the limitations on Federal 
Land-Bank loans to any one borrower from $50,000 to $100,000. 

H.R. 5345 — ^AGRicuDTURAii Act of 1949 — ^Provides price sup- 
ports at 90 percent of parity if acreage allotments or quotas are in 
effect for basic commodities in 1950; at 80 to 90 percent in 1951 ; and 
75 to 90 percent in 1952 and thereafter. 

Whole milk, butterfat, and the products of such commodities are 
to be supported at between 75 percent and 90 percent of parity. 
Price supports for wool, including mohair, tung nuts, honey, and 
Irish potatoes are mandatory between 60 and 90 percent of parity. 
Price support for non-basic agricultural commodities, other than the 
designated commodities, is permissive at any level not in excess of 
90 percent of parity. 

The modernized parity formula contained in the Agricultural Act 
of 1948 is amended to include wartime subsidy payments and wages 
paid hired farm labor. However, in the case of the basic commodi- 
ties, the use of the old parity price definition is required at any time 
during the four year period beginning January 1, 1950, if that price 
is higher than the modernized parity. 

The Secretary is directed, so far as practicable, to announce the 
level of price support for field crops in advance of the planting sea- 
son and for other agricultural commodities in advance of the begin- 
ning of the marketing year or season. 



BOOK REVIEWS 

Readings on Agricultural Policy, Edited by O. B. Jesness, XJniv. of 

Minnesota, The Blakiston Co., Philadelphia. 1949, Pp, xi, 470, 

$4.50. 

Readings on Agricidtural Policy is a collection of previously 
published articles dealing with various phases of agricultural 
policy. A good job has been done. This book consists of twenty- 
three papers by twenty-one different individuals and eleven articles 
from committee reports. It is definitely not a textbook, but can 
be a valuable reference for students of economics and agricultural 
economics — especially those taking courses in agricultural policy. 

The book is divided into four parts: (1) Background, (S) Price 
and Production Adjustments, (3) International Trade and Rela- 
tions, (4) Land and Rural People. In a collection of published 
articles on closely related topics, there is naturally considerable 
repetition due to each writer presenting background material 
for his major points. No attempt will be made to evaluate or sum- 
marize the contents of the various articles. 

Part 1 presents background material on agricultural policy. It 
contains five papers and takes up about one-eighth of the book. 
The first two papers contain fundamental material dealing with 
the relationship of agriculture to the national economy. The next 
deals with farm prosperity, followed by a paper on what farmers 
want. The concluding paper of this section stresses the importance 
of the general welfare approach in developing agricultural policy. 

This section does not include a presentation on world agricul- 
ture, the nature of farming in other lands, the extent to which it is 
carried on by peasants, and the broad aspects of agricultural policy 
in other nations. A paper dealing with these broad aspects would 
be helpful in orienting the thinking of students studying our own 
agricultural policy. 

Part 2, dealing with price and production adjustments, contains 
fifteen papers and takes up nearly one-half of the book. This section 
starts out with a history, written in S3nnpathetic vein, of the de- 
velopment of agricultural policy since World War L This is followed 
by a paper on the evolution of parity. Several of the papers in this 
section discuss various aspects of parity. Over half the articles in 
Part % were parts of reports on agricultural price policy by various 
conunittees, including the Committee on Postwar Agricultural 
Policy of the Association of Land Grant Colleges and Universities, 
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various committees of tlie Farm Economic Association, and the 
House Special Committee on Postwar Economic Policy and Plan- 
ning of the seventy-ninth Congress, In the main, these reports deal 
with the general aspect of price and production policy. Other 
articles in this section present individual opinions on the funda- 
mentals of a sound agricultural price policy and, in some cases, 
their suggested solutions to the problems involved. 

The selection of papers to be included for this section was no 
doubt difficult in order to present a fair balance between those in 
the profession who have considerable faith in government programs 
and those who do not share this view. From an over-all point of view, 
this section might have been strengthened if more analysis had 
been presented on the demand approach — such things as the Stamp 
Plan, School Lunch, Relief Feeding, Animal Agriculture, and the 
like. 

Part 3 contains five papers dealing with international trade and 
relations. It starts out with a paper on the United States and World 
Trade, which is followed by a discussion of reconciling agricultural 
and foreign trade policies. The remaining papers deal, to a con- 
siderable extent, with a proposed World Trade Board and with 
commodity agreements. 

This section contains too much on commodity agreements and 
not enough on fundamentals of trade. There was not enough dis- 
cussion on the place and responsibilities of the United States in 
foreign affairs, the dollar shortage, our need to develop imports, 
and the like. The editors had to select from things written. Here 
again, perhaps, is a case where too little has been written on funda- 
mentals in proportion to writings on specific programs of action. 

Part 4 deals with land and rural people. It contains nine papers. 
The need for a land policy was discussed, followed by a broad 
presentation dealing with our major land use problems, and a 
paper on issues in federal land management in the western states. 
The section contains papers on land tenure, problems of farm 
laborers and share croppers, the problems of southern agriculture 
and concludes with a presentation on rural living and social facili- 
ties. 

Three things impressed the reviewer from reading these articles 
concurrently; First, most economists were too pessimistic on farm 
prices for the immediate postwar period. Second, most economists 
discuss and attack parity as if it were the actual price received by 
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fanners. History indicates that the market price received by farm- 
ers and the calculated parity price for a product are two different 
things. Third, there is almost uniform criticism of production con- 
trol. Few, if any, point out its most glaring weakness; namely, 
‘Tn most cases it didn’t work.” If, by controls, the price of com 
had been stabilized at a “reasonable” level, perhaps many economic 
arguments would have been advanced for production controls. 

Much could — ^and probably will be — ^written on what the editor 
should have included or omitted. Nothing is to be gained from 
such a procedure since the volume is already published and wise 
selections have been made. It is of some concern, however, that so 
little appeared in the Readings on Agricultural Policy on the role 
that research and education has played in the development of 
American agriculture. After all, the contribution of our national 
policy regarding agricultural education and research should not be 
overlooked. 

Some of the articles are a little out of date due to the fact that 
postwar conditions are somewhat different than anticipated by 
the. writers. The question might be raised if the Association’s 
next step might be to attempt a “policy” book by inviting people 
to write chapters on definite and assigned topics for a joint publica- 
tion. 

This book. Readings on Agricultural Policy ^ is well worth reading 
by persons interested in any phase of public policy. 

T. K, CoWDBN 

Michigan Staie CdUege 

The Consumer and the Economic Order^ by Warren C. Waite and 

Ralph Cassady, Jr. New York: McGraw-Hill, 1949. Pp. x, 440. 

$4.50. 

When this volume first appeared in 1939 — a modernized and 
extended version of Professor Waite’s Economics of Consumption 
published in 1928 — ^its reception by reviewers was generally favor- 
able. As a text to service the growing number of college courses 
which were attempting to approach economics from the consumers’ 
point of view, there was much in the book to recommend it. It was 
systematic, the mild “welfare” tone offered something of an anti- 
dote to the producer oriented curricula of Schools of Business, and 
there was repeated considerable traditional analysis which students 
were likely to have missed or to have forgotten from the Principles 
course. 
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The present edition is not substantially changed. Statistical 
tables and institutional data have been brought up to date in so far 
as possible. Reliable information on the world cooperative move- 
ments mostly ends with 1930. Chapter VI, “Competition, Monopoly 
and the Consumer/* has been expanded on the basis of the TNEC 
reports and certain other studies in this area. The over-all length, 
including the index, has been increased by 51 pages. Here and there 
the analysis has been tightened up to make space for some of the 
events that have crowded the last 10 years. 

Thus, the virtues of the earlier edition are still present. But so 
are the shortcomings. And these latter are the more glaring in the 
light of changes that have taken place, not only in the real world 
but in economic thought as well. In their preface the authors note 
that, “The ten years that have passed since the first edition of this 
book have been a period of tremendous change. These changes 
have emphasized the deep concern of the consumer in the operation 
of the economic order/’ Yet, one is scarcely made aware what those 
changes are. The name of Keynes does not even appear in the index. 

While considerable space is devoted to the effect of price changes 
on consumers, there is practically no mention of changing levels of 
national income as such. It is certainly very arguable that, despite 
an inordinate concern over prices and shortages, consumers general- 
ly (if such there be) have fared better during these past 10 years 
than they ever did before in any comparable period, despite the 
luxury of carrying on a war and supporting a sizeable portion of 
the European population. There is reason to doubt that, in a return 
to the “good old days” of low prices, they will fare as well in the 
next 10, but these doubts are not raised in the present book. 

The role of savings is treated only as an aspect of the individual 
security problem. And on page 413, the following statement appears, 
^The saved funds are spent as surely as expenditures made by 
consumers on shoes or flour.” Surely, no attempt to treat the “im- 
portance of consumers” can lay claim to adequacy if it ignores 
completely the “new economics.” To argue that it is mistaken may 
be one thing; to act as though it had never happened quite another. 

There is a fairly extended treatment of tariffs, but one looks in 
vain for a reference to PAO, to the employment act of 1946 and 
its implications — good or bad. Assuming there is no correct answer 
as to the significance of these matters of more recent concern, 
ought they not at least be discussed? 
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Finally, no mention is made of tlie work of Katona and kis associ- 
ates in the surveys of consumer intentions to spend, of their liquid 
holdings, and the other basic data being compiled under the 
sponsorship of the Federal Reserve Board. Even though this work 
is still in its infancy — Shaving started in 1945 — ^it does offer at the 
present time some prospect for injecting the fresh air of empiricism 
into economics, as well as an approach to greater cooperation 
among the social sciences. 

Alvin E. Coons 

Ohio State Universtty 

Controlling Factors in Economic Developmenty Harold G. Moulton. 

Washington, D. C.: The Brookings Institution, 1949. Pp. viii, 

397, $4.00. 

This book is an analysis of **the factors which impede and restrict, 
and those which generate and promote, economic advancement.” 
Because of the positive conclusions reached and since they represent 
the mature views of the head of one of the leading institutions of 
economic research, this study is a major contribution to the liter- 
ature on economic progress. 

Part I is an effort to draw lessons from the past. The remarkable 
increases in human productivity, population and standards of living 
since the early part of the 19th century are reviewed. The early 
classical economists did not foresee such advances because their 
analysis contemplated diminishing returns from capital with a 
consequent trend toward a static state. They overlooked two types 
of developments which have made it an exceedingly dynamic state 
in which the returns from capital have increased because of their 
steadily improving efficiency. One development has been improve- 
ments in science and technology. Such advances in agriculture, 
mining, creative chemistry, power, and size of enterprises have 
been revolutionary in their effect upon productive efficiency. These 
advances, however, have been facilitated by improvements in 
economic organization. The corporation, bank credit, and the 
development of stable fiscal and monetary systems have provided 
an environment in which free enterprisers could utilize these ad- 
vances effectively. 

Economic expansion, however, has not been unimpeded. It has 
been irregular partly because of recurring business depressions. 
The various explanations for these depressions are considered by 
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tHe author and the conclusion reached that each cycle has its own 
peculiarities and that “there is no single cause of economic dis- 
orders.” 

Another restricting factor is the difficulty of maintaining a market 
for what can be produced. Consumption is limited more by the 
lop-sided distribution of incomes than by traditional propensities 
to consume as explained by Keynes. Budget studies show that 
consumption increases with income though not proportionally. 
Concentration of income in a small percentage of consumers results 
in limited consumption for the masses, and high consumption and 
savings for the few. The rate of savings has not been the governing 
factor in the rates of capital formation and the ouput of consumer’s 
goods. The restricting influences rather have been the amounts and 
distribution of income. 

This approach holds no brief for the mature economy conception 
as developed in the discussions of the Temporary National Eco- 
nomic Committee. If the income pattern is right, consumption will 
not be held back by any fixed habits. Production will keep pace as 
consumption expands. The problems of disappearance of frontiers 
and stagnation of private investment have not materialized. 

In Part II the look is forward. The author’s first step in consider- 
ing the future is to set up a series of major economic goals of the 
American people as follows: 

1. A progressively larger total national income 

2. A progressively wider division of national income 

S. A society in which individual rewards are based primarily on 
work performed 

4. Increasing economic security 

5. Greatest possible development of the capacities of every 
individual 

6. Opportunity for every capable individual to earn his own 
income 

A free enterprise system, with the government exercising appropri- 
ate regulatory and control functions, is found to be the environ- 
ment most conducive to achieving these goals. Pull development 
cannot be attained under communism, State socialism, or a hybrid 
arrangement. 

He then raises the question whether so far as natural resources 
and productive capacity are concerned, the United States within 
100 years might support a population double that of the present 
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on a plane of living eight times as high as the present. Assuming a 
distribution of income similar to the present, this would involve 
multiplying expenditures for food and nutrition about eight times, 
shelter and home maintenance sixteen times, and similar but higher 
increases for other categories of expenditures. While not inconsistent 
with past trends, these assumed rates were established somewhat 
arbitrarily for the sole purpose of testing “the adequacy of basic 
resources by setting a very high goal.*’He examines the resources for 
each category and concludes that as 'potentials they are reasonable. 

In the case of food and nutrition, the eight-fold increase involves 
tripling the food supply and accounting for the balance in improved 
quality and diversity of foods and higher processing and servicing 
costs. The tripling of the food supply can be brought about by 
reclamation, conservation, improvements of varieties and produc- 
tion methods, use of more fertilizers, soil-less food production, and 
other similar developments. Some agricultural scientists may 
question the feasibility of tripling the food output in the United 
states, even though it only involves continuing for 100 years the 
actual rates of increase during the last 25 years. What may be more 
startling, however, is his statement that such expansion would not 
involve diminishing returns. 

Certain conditions must prevail, of course, if such potentials are 
to be realized. (1) Natural resources must be used efloiciently. (2) 
Productivity per man-hour must continue to rise. This involves 
adequate incentives so that improved technology will be encouraged. 
(S) Large scale enterprises must be permitted. (4) Monetary and 
fiscal stability must be maintained. (5) There must be progressive 
expansion of mass purchasing power. 

The latter requirement can be attained most effectively by trans- 
mitting the benefits of increasing efficiency through price reductions. 
This diffuses the benefits to all classes of consumers. If prices are 
maintained by support programs, wage increases or high profits, 
the benefits are confined to certain groups. Future markets thus 
may be narrowed because millions of other consumers actually 
may suffer a loss in purchasing power. The increasing competition 
of groups for economic power makes the problem of diffusing pur- 
chasing power to the masses more difficult. 

The retarding effect of business depressions upon economic 
progress can be mitigated but not eliminated, in his opinion, A 
final requirement is peace and international stability. Under such 
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conditions, economic progress can be achieved throughout the 
world through the same principles as outlined for the United 
States. 

Few of the ideas and data in this book are new. The basic philoso- 
phy was presented in four earlier studies of Brookings Institution: 
Americans Capacity to Prodvce^ 1934; Americans Capacity to Consume^ 
1934; The Formation of CapUcd^ 1935; and Income and Economic 
Proyreasy 1935. Various points also have been included in other 
publications of the author and of Brookings Institution. It should 
be recognized also that some of the findings have been the subject 
of controversial discussion among economists. 

The merit of this book is that it brings together in compact 
form a well-rounded theory of economic progress, supported by 
long years of research and study. This experience is reflected also 
in the clear, forceful style, and logical sequence in the presentation 
of the material. 

E. C. Engbebg 

Farm Credit Adminietration 

CoTrmodity Exchanges and Futures Trading, Julius B. Baer and 

OUn Glenn Saxon. New York: Harper and Brothers, 1949. Pp. 

xii, 3^4. $5.00. 

Following very closely the treatment in Commodity Exchanges 
(Baer and Woodruff, 1935), of which this edition is a revision, the 
subject of futures markets and exchange operations is broken down 
into four major categories: historical development, organization 
and marketing functions, speculation and hed^g, and the legal 
aspects of contracts, clearing houses and the Commodity Exchange 
Act. 

The material relating to the law and organization of commodity 
exchanges and clearing houses and the discussion of the Commodity 
Exchange Act is weU organized and reflects a first-hand experience 
of long standing with the technical-legal workings of the exchanges. 
Throughout the entire book, moreover, the authors have managed 
to convey their ideas in a simple, almost popular style — difficult 
feat to accomplish when applied to such controversial and technical 
subject-matter. 

The handling of the economic aspects of futures market opera- 
tions perhaps overemphasizes the role of the exchanges insofar as 
they are presented as being 'Vital to a free economy*’; at the same 
time, the book underemphasizes the limitations and abuses of 
futures trading operations. While the authors did not intend to 
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undertake “an extensive analytical or theoretical treatise • . , 
questions relating to the benefits of speculation, the extent of price 
manipulation and price determination, and similar questions 
touched on in this book require just such treatment before valid and 
reliable answers can be obtained. No original analytical contribu- 
tions have been made by the authors and the scanty quantitative 
analyses which are presented are based on data referring to pre-War 
I conditions and, in some cases, to conditions before the turn of 
the century. No indication is given, moreover, that the authors have 
considered the statistical data which have become available since 
1935 or the more recent advances in economic theory which do not 
lean so heavily on purely competitive assumptions. This book would 
have given a more balanced economic presentation had it incor- 
porated the more recent analyses to be found in such publications, 
among others, as : Blau, G. “Some Aspects of the Theory of Futures 
Trading,** Remew of Economic Studies^ 1944-45; Howell, L, D., 
“Analysis of Hedging and Other Operations in Grain Futures,” 
United States Department of Agriculture, 1948; Keynes, J. M., 
“The Policy of Government Storage of Foodstuffs and Raw 
Materials,” Economic Journal^ 1938; Irwin, H. S., “Middlemen’s 
Accumulations and Expectations in Marketing Farm Products,” 
this Journal, 1947; Hoffman, G. W., “Grain Prices and the 
Futures Market — ^A Fifteen Year Survey, 19£3-1938,” United 
States Department of Agriculture, 1941; and Lerner, A. P., 
Economics of Control, 1946, Chapter 8 — “Competitive Speculation,** 
These references in their respective order have been chosen at 
random to cover one or another point at issue but not discussed 
as such in the book — ^the difference between the insurance principle 
and risk bearing on commodity exchanges, the extent to which 
hedging is not a perfect risk bearing device, the relation of futures 
markets to market concentration and accumxilation, types of ab- 
normal price and market conditions, and the concept of counter- 
speculation. 

While a descriptive treatment of the existing institutional woik- 
ings of the exchanges does not necessarily require it, the economic 
analysis would be more meaningful if some consideration had been 
given to a comparison of the relative merits of the integrated firm, 
various systems of forward pricing, and other alternatives to the 
futures markets as a means of transferring or reducing risks in the 
marketing of agricultural commodities. 

L. Mxers 

Bureeni oj AgnettUurid EcoTtomitis 
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Agricidture and Indmtrialization: The AdjustTnente That Take Place 

as an AgricuUural Country Is Industrialized, Pei-kang Chang. 

Cambridge: Harvard University Press, 1949. Pp. xiv, 270. $5.00 

In this book the author. Professor of economics at Wuhan Uni- 
versity, seeks to examine the theoretical, empirical and historical 
aspects of “the adjustments between agriculture and industry 
during the process of industrialization*’ with particular attention 
to the adjustments within agriculture itself (p. 1), At the outset he 
proposes four questions for special study: (1) Is industrial develop- 
ment a necessary or a suflGicient condition for agricultural reform 
in a densely populated rural region, or vice versa? (2) Is it possible 
to maintain a balance between agriculture and industry within a 
given country? (3) Is it possible to maintain harmonies and 
mutually beneficial relations between countries primarily agricul- 
tural and those essentially industrial? (4) What are the particularly 
pressing problems which would most probably confront an agricul- 
tural country during its process of industrialization? 

In answering these highly important and ambitious questions 
within the rather modest length of this book, Professor Chang’s 
principal contribution proves to be largely that of summarizing 
and synthesizing the many-sided literature of the field. His bibliog- 
raphy is extensive and will be helpful to all who are interested 
in problems of industrialization and economic progress. He makes 
clear that so broad an analysis must depend upon the whole gamut 
of economic theory — general- and partial-equilibrium, imperfect 
competition, location, production, national income, business cycles, 
capitalist development, and interregional and international trade. 
That he is able to review rather satisfactorily so great a range of 
theoretical literature and to indicate, in each case, its relevance to 
his problem is an impressive demonstration of his comprehensive 
economic training and his professional versatility. However, the 
over-all result is unfortunately an excess of superficiality and 
pedantry. For example, is it still necessary to define at length such 
concepts as the price and income elasticities of demand and the 
elasticity of substitution (pp, 30-36 and 131)? The theoretical and 
empirical parts of the book — ^neither of which demonstrates much 
originality on the author’s part — are not very well integrated. The 
empirical data, for the most part, will be familiar to most American 
readers, either because they describe well-known trends within the 
United States or because they are from such standard international 
sources as Colin Clark’s investigations. 
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Several errors might be noted. The first footnote on Page 66 
incorrectly expresses the mathematical forms of the “Cobb- 
Douglas formula.” On Page 120 (line 9 et seq.) the analysis of the 
initial effects of a technological improvement upon the perfectly- 
competitive firms first adopting it (Fig. 3) is vrong in supposing 
that these firms’ sales would be limited to the old equilibrium 
volume OA. Instead, taking the new (lower) marginal-cost curve 
into account, their output would for a time exceed even the new 
long-run equilibrium volume OB. Finally, it surely cannot be true 
(pp. 211-12) that . the prices of the [Danish] exports of agri- 
cultural products have been relatively imaffected by cyclical 
fluctuations of business. ...” 

The most original and interesting part of Professor Chang’s 
book is Chapter VI, in which he briefly applies his analysis to 
Chinese industrialization. Having now clearly shown his broad 
knowledge of the general theoretical and empirical literature of 
his field, Professor Chang should be encouraged to devote his future 
research efforts to an expansion of his investigations of the problems 
of industrializing his own important country. Economists through- 
out the world would await his findings in this area with great inter- 
est and anticipation. 

William H. Nicholls 

VanderbiU Univer^tiy 


The Economic Problems of Forestry in ike Appalachian Region^ 

William A. Duerr. Cambridge: Harvard University Press, 1949. 

Pp. X, 308, $5 00. 

The five states of Kentucky, North Carolina, Tennessee, Virginia 
and West Virginia are chosen to represent the Appalachian Region. 
The total area included in these five states is then subdivided into 
five “physiographic” provinces as follows: (1) Coastal Plain, (2) 
Piedmont, (3) Highlands, (4) Great Valley and (5) Interior prov- 
ince. The author also calls these provinces “forestry” pro'^nces, 
“not because they have been delineated with special reference to 
the forestry situation, but because they are believed to conform 
in general to the broad geographic pattern of forestry conditions in 
the region and will be used in describing and analyzing these condi- 
tions.” 

The first chapter of the book contains a scholarly discussion of 
many economic and social datii summarized according to the above- 
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named forest provinces. Anyone interested in this arrangement of 
data will jSnd this chapter helpful. 

The second chapter deals with problems of people and the land, 
with special emphasis on the people of the Highlands and the 
Kedmont. More use is made of state data. The significance of 
custom and tradition is emphasized. 

The third chapter is concerned with problems of forest-land 
management such as ownership, tax-delinquency, taxation, fire, 
etc. The fourth chapter discusses timber management practices 
and the economic characteristics of timber as a crop. 

The next five chapters are devoted to marketing problems. 
In the opinion of this reviewer, the most interesting chapter in the 
book is Chapter VH, which describes problems in marketing pulp- 
wood. The discussion of the “contractor system” and its abuses 
reads like the work of one who knows what he is writing about. 

The book ends with a chapter on the consumption of forest 
products in which a plan for the consumption of forest products is 
identified with a plan for harvesting. Estimates of growth and 
drain of timber are given. The key idea that gives form to this 
chapter is the notion that “It is necessary to compare consumption, 
not with standing timber, but with the ideal consumption under 
some rational plan, before it can be ascertained whether problems 
exist.” A balance between growth and drain seems to be the ideal 
or rational plan. 

Among the many ideas the reader will get from this book, two 
are especially significant: (1) the large percentage of total forest 
products represented by fuel wood, and (£) the preponderance of 
farm and other small private holdings of forest land. 

As the story unfolds, the use made of the physiographic or forest 
provinces becomes progressively less; and unless one has read the 
preface and the £7 pages of introductory material, he might begin 
to wonder whether the purpose of the volume was merely to dis- 
cuss the economic problems of forestry in the Appalachian region 
as the title suggests. 

Much of tUs introductory material undoubtedly helped the 
author in his very practical problem of working out requirements 
for the Ph.D. at Harvard, but so far as the public is concerned the 
book would have been much better if it had begun with Chapter I 
and had omitted all the confusion about the definition of economics 
and the field of forest economics. The hedonistic or pleasure-pain 
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conception of economics is only one view; and the notion of eco- 
nomics as a “link between things and people” rather than as rela- 
tions between people and people leaves much to be desired. Just 
why engineering is classed as a “naturalistic” science is left un- 
explained. 

If the book is to be regarded as “a definition of forestry eco- 
nomics” rather than mainly as a discussion of some of the economic 
problems of private forestry in the Appalachian region, the author 
has given too little attention to the public economics of forestry. 
Although public forestry is mentioned, and even though it is con- 
ceded that public and private interests in forest land management 
may not always be in harmony, little use is made of these observa- 
tions to give public ownership and management of forest lands, as 
well as public regulation of privately owned forests an increasingly 
important place in a “rational plan.” 

Various passages in the book show the author to be no blind 
devotee of rampant free enterprise, but he has not given sufficient 
emphasis to the fact that forestry economics includes public action 
to deal with the anti-social consequences of forest land ownership 
in fee simple — consequences he clearly recognized. 

Bushrod W. Alun 

Bureau oj AgricvUural Economies 

The United States International Timber Trade in the Padfic Area, 

Ivan M. Elchibegoff. Stanford: Stanford University Press, 

1949. Pp. xvii, 302. $7.50. 

At this stage in world history when the United States is shifting 
into a dominant international role, and our foreign trade position 
is a matter of great importance, exports and imports of timber take 
on a new significance; particularly when our supplies of exportable 
timber are shrinking and dollar-short nations hope to pay for 
some of their purchases here with raw or semi-manufactured forest 
products. Dr. I. M, Elchibegoff^s contribution on timber trade in 
the Pacific is particularly timely. 

Although timber has not been a large part of the Pacific foreign 
trade in terms of dollar value (14.8 percent), it is significant that 
slightly more than 50 percent of the shipping space in 1986 was 
utilized by forest products* The author points out further that the 
26 countries in the Pacific area exported a total of 3.8 billion board 
feet of logs and lumber while importing 2.9 billion feet. A surplus 
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for siipment outside of the Pacific zone was thus made avaliable. 

This book is divided into three parts, the first of which deals with 
introductory material and definitions. Trade terminology and the 
classes of woods are discussed in terms of supply and demand by 
each nation in the Pacific area. Significance of the timber trade in 
relation to all world trade is treated in considerable detail. 

Part Two deals with the forest resources both in terms of supply 
and past production of each of the 26 forested nations bordering 
the Pacific. Separate chapters complete with tables, not only 
cover the forest areas and resulting products therefrom, but also 
population and agricultural statistics. Maps showing the distribu- 
tion of each forest area are included. Dr. Elchibegoff has drawn his 
data from all readily available sources — ^much of which is especially 
sketchy because adequate forest inventories have never been 
undertaken; or they are incomplete and partially available. Some 
are held in secret. The author has brought together under one cover 
some very revealing data on the Pacific forests of the U.S.S.R. as 
well as Manchuria. This volume will serve as a ready reference on 
the forest statistics for all countries bordering the Pacific along 
with such material as is presently available through PAO. A useful 
addition would be a general map of the Pacific area as a means of 
orienting the reader to the individual maps shown for each nation. 

A great many tables covering population, crop production, land 
use, etc. are included both in Part Two and in the Appendix. Other 
than the fact that these serve as a basis for determining available 
labor supply and internal consumption of forest products, their 
significance to foreign trade is not made entirely clear. So much of 
this sort of material is included as to obscure the really important 
facts which can be gained from the population-resource ratios. 

In Part Three the author undertakes to analyze and assess the 
implication of each nation’s foreign trade policies and economic 
factors influencing trade. Technical trends in wood uses come in 
for examination, particularly in relation to the pulp and paper 
industry of the United States and Japan, Production costs, prices 
and transportation factors in the United States are treated de- 
scriptively, but unfortunately very little comparable data have 
been presented for other nations. In the case of tariff policies and 
their effect on the volume of import and export trade, better com- 
parisons are presented for the major trading countries. For example, 
the disastrous effect of the Hawley-Smoot Act of 1930 on United, 
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States West Coast lumber exports is demonstrated in the greater 
than proportional drop in volume which the Reciprocal Trade 
Agreements failed to restore. 

Since the beginning of World War II the United States has been 
a net importer of lumber — ^a drastic shift in our historical position. 
Unfortunately, the author fails to probe this situation in the detail 
it warrants, particularly since stumpage supplies available for 
future export are no longer abundant. The West Coast of the United 
States has always consumed a large quantity of imported tropical 
hardwoods. With an increasing shortage of high grade North 
American furniture woods the opportunities for greater importation 
from the tropics are opening up. Peeler logs used by the West 
Coast plywood industry are likewise in short supply due to timber 
depletion. Opportunities for importation of large tropical logs for 
this purpose are present, and one wishes the author had placed 
more emphasis on these shifts which are already in the wind. 

Except for a few technical errors this volume can be criticized 
principally for its limited scope rather than content itself. One 
looks in vain for some treatment of the structure and institutions 
actually performing the foreign trade in timber products. Answers 
to such questions as profit margins or brokerage commissions and 
distribution and uses of product are not treated. Although the 
author treats most of the Pacific countries* in as great detail as 
data permits, huge forest areas such as New Guinea and the large 
island groups of the South Pacific are not covered. 

Perhaps too much emphasis is given to the fact that the United 
States has been an exporter of softwood lumber in the past. De- 
velopment of new chemically derived products from wood in addi- 
tion to paper is in the offing and it is conceivable that this may be- 
come a far more important item than it is possible to forecast at 
present. Nevertheless, lumber requirements both for repair of war 
damage and improving housing standards will comprise the great 
bulk of demand for timber in the foreseeable future, as the author 
points out. 

Several minor technical errors in the use of the term “sulfite^^ 
in place of “sulfate” (p. 104) and vice versa on page 198 change 
considerably the implication of the author’s forecasts in relation 
to the Southern and Alaskan pulp industries. This reviewer finds 
it difficult to believe that plant expansion in these two re^ons will 
supplant imports of duty-free Canadian newsprint. The power 
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of the press will continue to be exerted in behalf of duty-free im- 
ported newsprint in the future as it has in the past. Nowhere in the 
Continental United States and only in limited Alaskan areas is it 
possible to find the combination of spruce and abundant water 
power needed to make a large expansion in newsprint production. 
Canada holds the key to this situation. 

Although the author has carefully stayed within the limits ol 
the traditional pattern of foreign trade as it has been carried on 
within the past, a very useful purpose would be served if he had 
indulged in some quantitative forecasting. Two factors which are 
already beginning to show themselves could change foreign trade 
relationships considerably. Political stability in China under 
almost any conceivable regime will very probably result in a very 
slight improvement in living standards, if only because less energy 
is spent in war. This slight rise would reflect itself in an increased 
demand for housing and hence lumber of very large proportions. 

The other unknown, of course, is Russians entry into foreign 
trade on a much larger scale than at present. Elchibegoff ^s data on 
Russian Pacific timber supplies show some very large quantities 
available. If these are made available to the world market very 
considerable shifts in past trade trends would take place. Both of 
these prognostications depend upon shifting political winds which 
are very difficult to forecast. Yet the large potential demand and 
supply areas can be measured quantitatively and their effect evalu- 
ated if they should become active participants in foreign trade. Al- 
though prognostications of this nature could never be made with 
any degree of finality they would serve the useful purpose of prepar- 
ing policy-makers with a set of alternatives which could develop in 
the future. It would thus enable the United States and other nations 
in the world to adapt themselves to the various eventualities which 
actually will develop. 

Elchibegofl has made a useful contribution to forest economics 
literature. He has assembled material from nearly every available 
source and focussed it into an important trade area. Since forestry 
literature is almost wholly lacking in texts on foreign trade in forest 
products, this book will be welcomed as a distinct contribution to 
the field and will find considerable demand by students, teachers, 
economists and persons engaged in international trade. 

CHABIiES H. StODDABD 


Lyeewn Building, DuLvik, Mtnn, 
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Theories of Welfare Economics, Hla Myiat. Cambridge: Harvard 

University Press (for the London School of Economics and 

Political Science), 1948. Pp. xiv, 240, $4.00, 

This book does more than its title suggests. It contains both a 
clear, concise summary of modern welfare ecbnomics and a refresh- 
ingly accurate interpretation of classical economics. It is a history of 
economic thought that rightly devotes more than half its pages to 
the period since John Stuart Mill. It defines welfare economics at 
once so broadly as to include the main body of all economic theory, 
and so narrowly as to exclude (because it involves unscientific 
interpersonal comparisons of utility) the problem of the distribution 
of personal incomes. The book is a critical summary of each major 
theoretical system that deals with increasing welfare through 
production and exchange. 

In Part I, ‘Thysical Level,” Professor Myint views the classical 
writers. Their primary concern was not the allocation of given 
resources (this view is a ^‘theoretical anthropomorphism” of the 
modem day), but increasing the total physical output by raising 
the physical productivity of labor and expanding the total volume 
of economic activity. Hence their dynamic laws of population and 
capital accumulation. Free Competition was intended to promote 
dynamic expansion by ^vingfree rein to individual initiative (quite 
different from today’s pure and perfect competition, intended to 
secure allocative eflSciency). 

The great controversy between Malthus and the Ricardians over 
the balance of production and consumption here assumes its right- 
ful place. Professor Myint has a brilliant analysis of the measure 
of value problem. This neglected element in classical economics was 
an integral part of the Glut controversy. Keynes’ measurement of 
the national income in wage-units is, after all, the equivalent of 
Malthus* use of labor commanded. Second only to this as a specific 
contribution is his sympathetic interpretation of Productive labour. 

On details of interpretation there are bound to be differences of 
opinion. Not seeking a typical case, let me pause with Malthus, 
Professor Myint’s generally excellent treatment is based on the 
second edition of Malthus* Principles. Reference to the first edition 
would have shown that Malthus* use of the intensity of demand was 
independent of (and prior to) Senior’s “path-breaking work” on 
marginal utility (<f. Myint, p. 36). Furthermore, Malthus’ Measure 
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of Vcdtie (1823) shows that the distinction between “extrinsic’* and 
“intrinsic” value was not borrowed from Senior. Only the labels 
were borrowed (cf Myint, p, 38). Again, Malthus’ emphasis on the 
“intensity of demand” did not reduce entirely to purchasing power, 
for he stressed the wiU as well as the power to purchase, and empha- 
sized that the maintenance of effective demand required that the 
commodities produced be suited to the tastes of consumers (cf. 
Myint, pp, 37-38, 64). 

Part n, “Subjective Level,” concerns the marginalist writers. 
Allocation of resources, in the full sense of adaptation of prod- 
ucts to consumers’ wants, is now the dominant theme. Dimin- 
ishing marginal utility or substitutability replaces the assumption 
that quantities of welfare are roughly proportional to quantities 
of physical products, while given resources are assumed rather 
than augmentable ones. 

There are excellent brief summaries of the General Equilibrium 
school, with their general optimum defined in terms of equality 
between subjective and technical mar^nal rates of substitution, 
and the English Neo-classical school, with their stress on exceptions 
to the principle of competition and their techniques of surplus 
analysis and comparison of marginal social product with mar^nal 
private product. Each t3q>e of analysis has its place, Professor 
Myint feels, but the surplus analysis promises most for practical 
use. 

Part m, “Ethical Level,” considers those criticisms of con- 
ventional theory that object to its assumption of constant wants. 
Yet conventional theory remains useful. Professor Myint believes: 
consumers’ demand is relatively stable at any given moment of 
time and scientific impartiality must be sought. However, the 
broader problems of general social welfare on the ethical level can- 
not be ignored. We must make value judgments when dealing with 
practical social policy, but we should do it consciously and deliber- 
ately. 

VicTOE E. Smith 

Michigan State College 

Grass Silage ani Dairying^ Ray W. Ingham in Association with 

Willis A. King, Walter C. Russell and Carl B. Bender, New 

Brunswick, Rutgers University Press, 1940. Pp. vii, 88. 

The New Jersey Agricultural Experiment Station has been one 
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of the pioneers in grass silage research, especially in its cfaemical 
and engineering aspects, since the early S0*s, The brief volume 
\mder review covers, among other things, the results of a five-year 
feeding study carried out by the Station with partial support from 
the Herman Frasch Foundation for Chemical Research. It purports 
to present to “the less specialized reader*’ a “clear and balanced 
picture of the nutrient values of the more fanuliar grass silages and 
the effects of those silages on the milkmg cow and her output.” 

It does present some useful data on feeding value, and physio- 
logical effects of silages of (1) molasses-alfalfa vs. phosphoric acid- 
alfalfa, (2) molasses-oats vs. phosphoric acid-oats, (3) molasses- 
soybean vs. com meal-soy bean, (4) molasses-grass vs. ground 
barley-timothy, (5) molasses-timothy vs. ground barley-timothy. 
In all of these tests cows were matched for productive ability, and 
com silage was used as the control. 

The authors follow a line of reasoning apparently designed to 
prove that dairy fanners throughout the humid part of the country 
should put up grass silage, and preserve it with molasses. Barn 
diying is dismissed with a single sentence: “Although in mow cured 
hay they [nutrient losses] are much less, the cost of special equip- 
ment . . . can be prohibitive.” (p. 17) 

Com meal used as a preservative, while showing up well in pro- 
duction is not favored because “ . . . ground grains are expensive 
in some sections, especially when, as is often the case, they must be 
applied at the rate of from 200 to 250 pounds to the ton.” (p. 64) 
Value of nutrients added is not mentioned. 

Field wilting is eliminated because “ ^65 per cent* of included 
moisture is ejdxemely difficult to gauge. Only the most experienced 
operator can be reasonably certain that the crop has dried just that 
far and no farther.** The reviewer was not aware that good results 
by the wilting method required exactly 65 per cent moisture; he is 
under the impression that about 60 to 68 per cent is the permissible 
or optimum moisture content. A recent survey indicates that about 
85 per cent of Wisconsin fanners who wilted their grass silage and 
did not use a preservative produced “good” or “excellent” silage. 

It is unfortunate that the comparative cost data given includes 
nothing on field forage harvesters. There is good reason to doubt 
whether, without a bigger cost advantage in favor of grass silage 
than appears to exist, the practice of ensiling grasses by stationary 
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chopper will ever become general. There are too many headaches 
and backaches. 

This small volume is already out of date as a result of the rapid 
adoption of the field forage harvester and the ‘Vilting method” 
of making grass silage. 

Edward J. Smith 

University of Wisconsin 


NOTE TO THE MEMBERSHIP 

In order to keep expenditures in line with income the Executive 
Committee instructed the Editor to limit the Proceedings (Part 
n of this issue) to 400 pages and the total size of the annual volume 
including four regular issues and one Proceedings Supplement to 
1200 pages. 

Papers at the Laramie meetings have been shortened consid- 
erably, yet the Proceedings are in excess of the limit set. Authors 
have been most cooperative. 

The editor requests that you review the Proceedings in some 
detail and comment on the following: 

1. Should the printing of full length papers be limited to those 
presented at the general meetings with only a digest printed 
of the papers and discussion at each of the sectional meet- 
ings? 

2. Should dues be raised and all the material presented at the 
annual meetings be printed? 

8, Should the same procedure be followed next year with more 
severe cutting, or should authors be given rigid limits at the 
time they are invited to prepare papers? 



PUBLICATIONS RECEIVED 

American Country Life Association, ‘‘Rural Ideas and Rural 
Policies,” Proceedings of the Twenty-sixth and Twenty-seventh 
Conference, 1947 and 1948, published 1949. 

Bloom, Leonard, and Riemer, Ruth, “Removal and Return — ^The 
Socio-Economic Effects of the War on Japanese Americans,” 
Berkeley: University of California Press, Pp. x, $3.75. 

Food and Agricultural Organization of the United Nations, 
“Yearbook of Food and Agricultural Statistics,” Volume I, 
Production, 1948, Washington, D. C., 1949. Pp. xviii, 285. $3.50. 

*Jesness, O. B., Editor, “Readings in Agricultural Policy,” Phila- 
delphia: Blakiston, August, 1949. Pp. xi, 420. $4.75. 

Landis, Benson Y., “Rural Welfare Services,” Morningside Heights, 
New York; Columbia University Press, 1949. Pp. viii, 201. $3.00. 

Meade, J. E., “Planning and the Price Mechanism,” New York: 
Macmillan Company, 1949. Pp. xiv, 130. $2.00. 

*Moulton, H. G., “Controlling Factors in Economic Development,” 
Washington, D. C.* Brookings Institution, 1949. $4.00. 

*Myint, Hla, “Theories of Welfare Economics,” Cambridge, 
Massachusetts: Harvard University Press, 1948. $4.00. 

Rothmann, S. C., Editor, “Constructive Uses of Atomic Energy,” 
New York: Harper and Brothers. Pp. ix, 258. $3.00. 

Somers, Harold M,, “Public Finance and National Income,” 
Philadelphia: Blakiston, 1949. Pp. xii, 540. 

Sykes, Friend, “Humus and the Parmer,” Emmaus, Pa: Rodale 
ftess, 1949. Pp. xxi, 392. $4.50. 

United Nations, Department of Economic Affairs, “Economic 
Survey of Asia and the Far East, 1948,” Lake Success, New 
York, 1949. Pp. xviii, 289. $2.00. 

*Waite, Warren C., and Cassady, Ralph Jr., “The Consumer and 
The Economic Order,” New York: McGraw-Hill Book Company, 
Incorporated, 1949. 2nd edition, pp. x, 440. $4.50. 

* Reviewed in this issue. 
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NEWS NOTES 

T. A. Adams, University of Vermont, was elected President, and J. L. 
Tennant, Ehode Island State College, Secretary of the New England In- 
stitute of Cooperation at the annual meeting, June, 1949. 

C. E. Allred, University of Tennessee, has been elected Chairman of the 
Marketing Section, Association of Southern Agricultural Workers. 

George H Aull, Ciemson College, L. P. Gabbard, Texas A. & M. College 
and J. F. Timmons, Iowa State College were U S. Delegates to the recent 
United Nations Scientific Conference on the Conservation and Utilization 
of Resources, Lake Success. 

R. C. Ashby, who has completed 23 years of service at the University of 
Illinois, has retired. He has accepted a position m the livestock marketmg 
field at Mommgside College, Sioux City, Iowa 

Kenneth L. Bachman, Division of Farm Management and Costs, BAE, 
was made chairman of a Commission of specialists organized by the Army 
to visit the Ryukyu Islands and report on their potential production. The 
party left September 14 and expected to work for about two months. 

Merton B. Badenhop returned to the Agricultural Economics staff at 
the University of Tennessee, July 1, after havmg spent a year in graduate 
study at Purdue. 

Ralph L. Baker, who recently received his Ph.D. in poultry marketing, 
has been promoted to Associate Professor in economics at Iowa State 
College. 

W. L. Barr has completed his Ph.D. at Cornell and returned to his posi- 
tion as Associate Professor of farm management at Pennsylvania State 
College. 

Russell L. Berry has been appointed Assistant Professor, Agricultural 
Economics, South Dakota State College. He will do farm management 
research and teaching. 

Warren Bilkey has been appointed Assistant Professor at the University 
of Connecticut. 

Robert Branson, on leave from BAE is making a study of food marketmg 
problems in Puerto Rico. 

Ronald Bird joined the staff of the Department of Agricultural Eco- 
nomics, West Virginia, as a joint employee with the Bureau of Agricul- 
tural Economics and is engaged in egg marketmg research. 

Ayres Brinser, recently Economist with the Federal Reserve Bank of 
Boston, has been appointed Research Associate on a study of wartime 
rationing under the direction of Dr. Galbraith, Harvard. 

Lauren H. Brown has returned to Michigan State College after a year of 
work with the Halderman Farm Management Service. 

Daniel W, Burch has jomed the Division of Agricultural Finance of 
BAE to work m the field of farm taxation and local government. 

Glenn L Burrows, who has been working under Hotellmg at the Uni- 
versity of North Carolina on research in multi- variant analysis, has been 
appomted statistical consultant for BAE to work on special problems of 
mathematical statistics. 
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Alvin G. Carpenter, Utali State Agricultural College, has been granted 
a leave of absence for a year for graduate study at Cornell. 

Albert Conley has accepted an appointment as Associate Professor of 
Agricultural Economics, University of Missouri. He fills the vacancy 
created when Dr. E. H. Matzen accepted an appointment with the Farm 
Credit Administration, Washington. 

Samuel L. Crockett has transferred from the Division of Land Eco- 
nomics, BAE, to the Loan and Purchase Division, PMA. 

Samuel A, Duxn joined the Agncultural Economics staff at the Univer- 
sity of Delaware 1, 1949 after completing his doctorate at Purdue. 

Worley S. Earp and Ocie Coston have transferred from the Division of 
Statistical and Historical Eesearch, BAE, to the Cotton Branch of the 
PMA. 

Harold H. Ellis has joined the Washington staff of the Division of Land 
Economics, BAE. He will work on the legal aspects of land tenure. 

Ernest Feder has been appointed Assistant Economist and Assistant 
Professor, Agricultural Economics, South Dakota State College. 

V. B. Fielder, Associate Professor, University of Arkansas, taught a 
graduate course in Land Economics during summer school at the Agri- 
cultural Mechanical and Normal College, Pine Bluff, Arkansas. 

G. W. Forster, Head of the Department of Agricultural Economics at 
North Carolina State College since September, 1923 will devote full time 
to research and teaching, effective April 1, 1950. Professor H. Brooks 
James, a member of the staff, has been selected as his successor. At present 
Professor James has been granted a six months’ leave of absence to study 
work in agricultural economics now under way at leadmg institutions of 
the nation. 

Lowell N. George, formerly at the University of Illinois, has been made 
head of the Department of Economics and Business Administration at 
Muskingum College, New Concord, Ohio. 

James E. Gray has joined the Division of Farm Management and Costs, 
BAE, after a year of graduate work at Utah State Agricultural College, to 
carry on the study of family operated cattle and sheep ranches in the 
Northern Great Plains Arthur Eoth, who has been engaged in that study 
for more than a year resigned to enter private employment October 1. 

Among those doing graduate work at Harvard University this year are: 
William Drummond, Head of the Department of Agricultural Economics 
at Ontario Agricultural College; Director R. B. Tootell, State Agricultural 
Extension Service of Montana; Miss Maurine Hearn, Director of Women’s 
Extension Work, Texas; W. N. Williamson, District Extension Supervisor, 
Lubbock, Texas, W. A, Henry, University of Connecticut; Glen Barton, 
Maxwell Klayman and J. W. Bukhead, on leave from BAE; John Black- 
more, on leave from TVA; Dorris Brown, University of JS^souri; John 
Sharp, University of Tennessee, and M. N. Williamson, Texas A. & M. 

Earl 0. Heady has been promoted to full professor at Iowa State 
College. 

William F. Henry of the University of Coimecticut has been granted a 
leave of absence for advanced study at Harvard. 
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T. A. Hieronymus lias been promoted to Assistant Professor in Agricul- 
tural Economics^ University of Ulinois. 

E. B* Hill, Michigan State College, will spend the fall term working with 
the North Central Land Tenure Committee and the Parm Poundation. 
He and Marshall Harris will be preparing a regional manuscript on father- 
son farm partnerships and succession in farming. 

Leo M. Hoover is on leave of absence from Kansas State College working 
at Harvard University on the Perguson Poundation research project in 
farm labor. 

R. R. Hudelson, Associate Dean, College of Agriculture, University of 
Illinois, accepted a summer assignment in an agricultural advisory capac- 
ity in the British zone in Germany. 

Charles D. Hyson has accepted a post as Economist for the EC A and 
will be stationed at Oslo, Norway. 

H. B. James, North Carolma State College, taught a course in Parm 
management as a visiting professor at the University of Arkansas during 
summer school. 

Hugh A. Johnson left the BAE Division of Parm Management and 
Costs in June to head up economic research work in Alaska and is now sta- 
tioned at Palmer. 

Lloyd E- Jones has transferred from the Division of Parm Management 
and Costs, BAE, to the Underwritmg Division, Pederal Crop Insurance 
Corporation, Washington, D, C. 

W. E. Koepper returned to his duties as Professor of Agricultural Eco- 
nomics, Pennsylvania State College July 1. During the last year he has 
worked on coffee farm management research in Costa Rica and Colombia. 

Karl S. Landstrom, formerly Agricultural Economist, BAE, Portland, 
Oregon, is now Chief of the Division of Land Planning, Region I, Bureau 
of Land Management, with headquarters at Portland. 

Donald Larimore, a graduate student at Harvard University during the 
past three years, has accepted an appointment as Economist with the 
EGA and will be stationed at the Paris office. 

Adrian H. Lmdsey was granted a leave of absence from the University of 
Massachusetts for the Sprmg semester of 1949 and spent it in study at the 
Giannini Foundation of Agricultural Economics, University of California. 

Milton L. Manuel has been appomted Associate Professor of Coopera- 
tive Marketing, Kansas State College. He has been doing graduate work 
at the University of Minnesota. 

H, J, Meenen has accepted a position as Assistant Professor, Depart- 
ment of Rural Economics, University of Arkansas. 

Prank Miller of the University of Nebraska has joined the staff of the 
Agricultural Economics Department at the University of Missouri as 
Professor of Agricultural Economics to work in the field of Land Eco- 
nomics. Dr. Miller is taking the vacancy created when Dr. C. H. Hammar 
resigned to work in the Pood and Agriculture section of the Army of Oc- 
cupation in Germany. 

Alexander J. Morin has accepted a position as Chairman of the Depart- 
ment of Economics and Business Administration at Fisk University, Na^- 
ville. 
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William Morgan, formerly of Texas A & M, recently in the Paris office of 
ECA> became President of Colorado A & M on Oct. 1. 

M. L. Mosher, University of Illinois, was given special recognition by 
the U.S.DAl. for his long service and contributions to the field of farm 
management. 

Mardy Myers has transferred from the PMA to the Diwsion of Sta- 
tistical and Historical Research of BAE. He will conduct research on dairy 
marketing 

Samuel Myers has been appointed to the post of Research Associate at 
Harvard to carry on research under the RMA contract. 

W. D. Nicholls, University of Kentucky, recently spent four weeks in 
England making an intensive study of ihe English farming setup and 
management. These studies were made possible by arrangements with the 
English National Farmers Union of which 95 percent of all farm operators 
are members. 

L, J, Norton, University of Illinois, is on sabbatical leave the first 
semester and will spend most of his time in Europe. He will make a study 
of fat and oil demand in cooperation with the Office of Foreign Agricultural 
Relations. 

Russell 0. Olson, South Dakota State College, is on leave of absence to 
pursue graduate study at Iowa State College. 

A. L. Owens, Rhode Island State College, returned to his duties Sep- 
tember 1, following a year’s leave for study at the University of Illinois. 

Walter W. Pawson has transferred from the Bureau of J^clamation, 
Department of the Interior, to work on the economics of conservation in 
the Northwest as a member of the Division of Farm Management and 
Costs, BAE, with headquarters at Portland, Ore. 

Weber H. Peterson, Clemson College, was a visiting professor at the 
University of Arkansas durmg the second session of summer school. 

C. W. Pierce while on sabbatical leave from Pennsylvania State College 
will serve as regional coordinator for the southern regional dairy marketing 
research project. State College, Mississippi. During the summer Dr. Pierce 
tau^t at Cornell after which he attended the Conference of Agricultural 
Econonusts at Rome. 

Homer J. Preston, who will complete his Ph.D. at Pennsylvania State 
College in February, has accepted a position with the Cooperative Re- 
search and Service Division, FCA. 

Mrs. Barbara Reagan, Research Associate, Harvard, has been appointed 
to the Bureau of Nutrition and Home Economics to assume responsibility 
for research in levels of living. 

Sidney Reagan, at Harvard University on leave from his post as Econ- 
omist for FHA for the past two years, has been appointed Economist for 
the PMA to make analyses of fats and oils problems. 

Rex Rehnberg joined the Agricultural Economics staff at the University 
of Arizona September, 1949, after completing his Ph.D. at Purdue^ 

Thomas C. M. Robinson, who has headed the Farm Employment Sec- 
tion, BAE, for the past three years, has transferred to the State Depart- 
ment as Agricultural Attache in the American Embasi^ in Canl^rra, 
Australia. 
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George Kockwell has joined the Division of Statistical and Historical 
Research, BAE, to conduct research on tobacco marketing. 

George B. Rogers of the Division of Statistical and Historic^ Research 
BAE, has returned from France where he was a member of the United 
States delegation to Third Session of Contracting Parties Genera! Agree- 
ment on Tariffs and Trade. 

Anthony Rojko has joined the Division of Statistical and Historical 
Research. Mr. Rojko was formerly a Marketing Research Agent with the 
New England Research Council. 

Charles F, Sarle, U.S.D.A., is in Turkey making a study of that country’s 
statistical needs. The project, sponsored by the Economic Cooperation 
Administration, was requested by the Turki^ government. 

Richard G. Schmitt, Jr., formerly with BAE, Division of Agricultural 
Finance, has joined the staff of the Rural Electrification Admmistration 
in the program analysis section. 

0. J. Scoville, BAE, Kansas State College, has been designated regional 
technical assistant to the sub-committee on soil conservation of the North 
Central Farm Management Research Committee. 

Stanley K. Seaver has returned to the University of Connecticut after a 
year’s sabbatic leave spent at the University of Chicago. 

Roy E. Speck, formerly with the Texsun Citrus Exchange and graduate 
of the University of Texas, has recently joined the staff of the Dried Fruit 
Division, Fruit and Vegetable Branch, Production and Marketing Ad- 
mmistration, U.S.DwA. 

Leland Spencer sailed for Europe July 12 to attend the International 
Dairy Congress in Stockholm, Sweden, and International Conference of 
Agncultural Economists at Stresa, Italy. Professor Spencer will visit 
several countries in western Europe where he will study economic condi- 
tions in the dairy industry and recent developments m the marketing of 
fiuid milk. 

Don Stark returned to the staff of Agricultural Economics at Michigan 
State College as Extension Specialist in Livestock Marketing on July 1. 
He has been on leave of absence for one year working with the Detroit 
Packing Company, a farmers’ cooperative company. 

Delwin M. Stevens has been appointed Associate Professor of Agricul- 
tural Economics, Colorado A & M. He has been doing graduate work on 
his Ph.D. at the University of Minnesota. 

Hugh L. Stewart is now Assistant Head of the Division of Farm Man- 
agement and Costs, Bureau of Agricultural Economics. He succeeds 
Neil W. Johnson who became Special Assistant to the Administrator, 
Agricultural Research Administration, in March 1948. 

H. R. Stucky, Extension Specialist in i^icultural economics for the 
Montana Agricultural Extension Service, has just completed a quarter’s 
leave of absence, during which time he has been at the University of 
Minnesota for advanced study. 

Alonzo E. Taylor, director emeritus of the Food Research Institute of 
Stanford University, died on May 20, 1949, at the age of 78 after a brief 
illness. Dr. Taylor was one of the founders of the Food Research Institute 
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and a director from 1921 to 1936. After Ins retirement lie was associated 
with General Mills, Inc., first as director of research, then as consultant, 
until 1945. Dr. Taylor was a member of the American War Trade Board in 
1917-1919, professor of pathology and physiological chemistry at the 
University of Cabfomia from 1899 to 1910, and was Bush professor of 
physiological chemistry at the University of Pennsylvania from 1910 to 
1921. He was the author of several books on food chemistry and human 
nutrition, papers in research and popular science, and Corn ani Hog 
Surplus of the Corn Belt (1932), and The New Deal and Foreign Trade (1935) . 

The Tennessee Agricultural Experiment Station is cooperating with the 
Mississippi Station on a study of milk marketing in the Memphis milkshed. 
The Tennessee Station is also cooperating with the Federal Bureau of 
Agricultural Economics on a study of costs and margins of milk distrib- 
utors m the Memphis area. 

Tennessee and Kentucky Experiment Stations are making a joint study 
of both the Eastern and Western dark tobacco growers associations. 

The Tennessee Agricultural Experiment Station is cooperating with the 
Production and Marketing Administration, U.S.D.A., in making a study 
of hedging practices of feed mills in the Southeast. 

Tennessee University students majoring in Agricultural Economics 
have formed a club and will apply for a charter as a student subsidiary of 
the American Farm Economic Association. 

Phil J. Thair has accepted an appointment with the Bureau of Agricul- 
tural Economics He is stationed at the North Dakota Agricultural Col- 
lege, and IS m charge of a comprehensive research project on risk, uncer- 
tainty and problems of income stabilization in the Great Plains farm 
economy. This project is carried on jointly by the North Dakota Agricul- 
tural Experiment Station and the Bureau of Agricultural Economics. 

Gerhard Tintner has returned to Iowa State College after a year’s leave 
of absence in Europe, during which he spent one year in research at the De- 
partment of Applied Economics, Cambridge, England. He also taught 
econometrics at the University of Cambridge and gave lectures at the 
universities of Dublin, Uppsala, Paris, Bristol, Oxford, Manchester and 
Hague. 

Durward B Varner joined the staff in Agricultural Economics at Michi- 
gan State College on May 10. Mr. Varner has spent the last three years 
as a student at the University of Chicago and is a pre-war graduate of 
Texas A and M. At Michigan State College he will participate in the 
Extension project in market price analsTsis and public policy in agriculture. 

Warren H. Vincent, formerly instructor in Farm Management at 
Michigan State College, was transferred on May 1 to the position of 
Extension Specialist in Farm Management (Assistant Professor). Mr* 
Vincent obtained his Master’s degree in Farm Management at Michigan 
State College in June 1949. 

Stanley W. Voelker, Land Economics Division, BAE, has transferred 
from Fort Collins, Colorado, to North Dakota Agricultural College, Fargo, 
where he will be working on problems m land and irrigation economics in 
connection with the Missouri Basin Development research program. 
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Malcolm E. Wallace, formerly of North Carolina State College, has 
joined the Agricultural Finance Division of BAE to work in the field of 
short-term credit. 

Arthur J. Walrath has returned to the Division of Land Economics, 
BAE, after two years with the Department of Agricultural Economics at 
New Mexico A & M. He will be stationed at Portland, Ore. 

Ihomas J. Whatley is on leave of absence from the University of Ten- 
nessee, studying for his doctorate in Agricultural Economics at Purdue. 

Normfm V. Whitehair has been appointed Assistant Professor at Kansas 
State College. He will do extension work in grain marketing. 

C. P. Wilson has been granted a leave of absence from Kansas State 
College to do graduate work at the University of California. Harold Eiley 
will assume Professor Wilson’s work in livestock marketing. 

Harry S. Wilt has recently been appointed as Assistant Professor in 
research in Farm Management at Michigan State College. Mr. Wilt has 
been on the Short Course staff at Michigan State for ten years and has 
assisted in teaching farm management to students enrolled m the short 
courses. 

Karl T. Wright of Michigan State College has just returned from two 
months in Europe. He visited ten countries coUectmg information on the 
economic aspects of forage production and attended the International Con- 
ference of Agricultural Economists at Stresa, Italy, 

H. J. Wyngarden, Head of the Economics Department, Michigan State 
College, since 1943, became Dean of the School of Business and Public 
Service, July 1, 1949, replacing Dean D. E. Eodney, who has reached 
retirement age* Charles C. Killingworth will replace Dr. Wyngarden as 
Head of the Department of Economics. 

The American Institute of Cooperation has available an ouUme for a 
graduate course in agricultural cooperation which was developed at a 
workshop this summer preceding the Institute session at the University of 
Wisconsin, Madison. Also available is the report of the workshop for Ex- 
tension workers. 
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OUR AMAZING POPULATION UPSURGE 
Joseph S. Davis 

Food Research InstUnte, Stanford University 

T here is real truth in de Tocqueville^s old footnote: **The 
population of a country assuredly constitutes the first element 
of its wealth.”^ Though I am skeptical of all forms of fundamental- 
ism, I hold that our most basic national resource is our people. 

This week the Census Bureau released its population estimates 
for July 1, 1949, unadjusted for underenumeration of children in 
1940. If we add to this figure, 149,215,000, the official estimate of 
the required adjustment, 863,000, our “true population” slightly 
exceeds 150 million, which some textbooks now in use still mention 
as our probable peak for all time. We may confidently expect the 
true population on July 1, 1950 to be around 152 million, roughly 
double that of July 1, 1900. 

If the latest official postcensal estimates can be fairly trusted, 
the population of the continental United States (including armed 
forces overseas) increased in the decade ending July 1, 1949 by 
18.S million, or 14.0 percent.^ The corresponding increase in the 
decade ending July 1, 1950 will surely be larger, in round figures 
probably at least 19 million, or 14,4 percent.® This is more than 
double the absolute increase in the decade ending July 1, 1940 (now 
estimated at 8,893,000), and double the rate of increase in that 

1 Alexis de Tocqueville, Democracy in America (Aldine ed,. Appleton, New York, 
1899), n, 465. The Second Part, in which this footnote appears, wa^ originally pub- 
lished in 1S40. 

* Recent monthly figures arc given in Bur. Census, Current Pojndatum Reports: 
'Population Estimates, Series P-25, No 27, Aug. 19, 1949. 

Such figures are based on the best data available on births and deaths, with 
skilled allowances for under-registration, and on carefully scanned data on in- 
and out-migration. Though subject to revision after the next census enumeration, 
as of Apr. 1, 1950, the revisions can hardly be so drastic as to afifect the substance of 
this paper. 

* A UP release of July 31, 1949 ou the Census Bureau gave this figure as the 
officially “expected** increase. Neuo York Times, Aug. 1, 1949, p. 20, 
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prewar decade (73 percent). Contrary to confident expectations 
of a starp decline in the population increase after the anticipated 
postwar upsurge of births, the latest reported 12-months net in- 
crease (to July 1, 1949), oflScially estimated at 2,644,000, is only 
seven percent below the all-time record figure of 2,845,000 in the 
12 months ending August 1, 1947.^ As of July 1, 1949, the currently 
estimated population is 1.05 million higher than indicated for that 
date in the comparable Census Bureau forecast released in mid- 
February, 1949.® 

Why is the population upsurge in the 1940’s ‘^amazing’*? 

First, the absolute increase is the largest of any decade in our 
history. The rate of increase is close to those of 1910-20 and 
1920-30, and the rate of natural increase (i.e., excluding the influ- 
ence of net in-migration) will prove to be of the same order of 
magnitude as in the two decades centered on 1900. 

Second, 1940-50 was a war decade par excellence. In three earlier 
war decades — 1810-20, 1860-70, 1910-20— the rate of population 
increase declined sharply. Warren Thompson, one of our most 
respected students of population problems, argued in two books 
published during the late war “that even under the most favorable 
conditions . . . wardoeshavea verydepressingeffect onpopulation 
growth. . . - Philip Hauser, now acting director of the Census 
Bureau, argued this even more strongly and specifically in 1942.^ 

Third, the population developments of 1940-50 were totally 
unexpected. If, ten or twelve years ago, anyone had dared to pre- 
dict for 1950 the figures that now seem sure to be reached, with or 
without the assumption of our involvement in a second world 
war, he would have been almost universally regarded as irrespon- 
sible if not insane. The events have falsified numerous and succes- 
sive forecasts by those who were widely regarded as dependable 

* Bfigistered births nt 1948 were only 141,000 below the huge figure of 3,700,000 
in 1947, and the birth rate m 1948 was apparently higher than in any year except 
1947 since 19X8 Through June 1949 there was little decline, and the estimated 
number of births in January-June 1949 was slightly higher than in the same period 
of 1948 Federal Security Agency, Monthly ViiS, Statistics Bulletin, Aug. 15, 1949, 

*Bur. Census, Current Fojmlation Reports * Fopulaium Estimates, Series P-25, 
No. 18 Feb 14, 1949, p 13. 

• W S. Thompson, Fopidation Problems (8d ed , McGraw-Hill, New York and 
London, 1942), pp. 44-49; W. S. Thompson, Plenty of People (Cattell, Lancaster, 
Pa , 1944), p. 79. In the postwar edition of the latter book (rev. ed , Honald, New 
York, 1948), chap v, Thompson expressed a modified view. 

’ P. M. Hauser, “The Impact of War on Population and Vital Phenomena,” 
Am, Jour, Sociol,, November 1942, XLVIH, 309-322. 
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experts, after “a vast amount of population study and research.*^ 
A continuation of the downtrends in rate of population increase, 
and in fertility rates, had been confidently expected. The events 
have upset, or at least called seriously in question, a whole series of 
convictions which social scientists generally had come to hold 
firmly. I must shortly say more on this third point. 

Additional features of the population experience of the 1940’s 
deserve passing mention. The married state has become more 
common, “single blessedness’* much less so. The median age at 
marriage has declined. The number of families has risen much 
faster than the population.® The infant-mortality rate has gone on 
declining, uninterrupted by the war. The maternal death rate, 
after long showing no clear trend, has declined markedly since the 
mid-1930’s. Life expectancy has continued to increase, with no 
slackening of pace yet visible; and upper limits formerly suggested 
have been exceeded or are bemg approached well in advance of 
the dates forecast. The death rate in the upper age groups, which 
earlier was resistant to change, has been falling and bids fair to 
continue to fall. The increase in children under five in 1940-50 will 
probably be around 50 percent, and that of people over 65 well 
above %5 percent. The median age of the population, which rose 
sharply in the 1930’s, has risen very little in the 1940’s, and has 
actually fallen since 1945 — if my guesstimates are not disproved 
by eventually detailed calculations. The crude death rate has con- 
tinued to decline, despite the rise in the median age ever since 
1810. Eventually, as the elderly and aged increase further in propor- 
tion to the total, this rate will rise; but no one can safely say how 
soon. The number of elderly and aged (say 60 and over) has risen 
rather more than forecast, but the proportion has recently risen 
much less and may be lower in 1950 than in 1940. The lengthening 
of life has been accompanied by extension of the period of vigor 
and potential productivity, altering the significance of the upper 
age groups. 

The upsurge of population in the 1940’s, moreover, has been 
accompanied by important net gains in the level of living. These 
gains, much greater than in the preceding decade, are beyond 
question, even though none of the common measures or indicators 
are trustworthy as to the extent of the improvement, and we have 

®Bur Census, Current Population Reports: Population CJmojBterisiioSf Series 
P-20, No. 25, Aug, 19. 1949 
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yet no reKable ovcar-all index. Indicative bnt not definitive are the 
decline in infant-mortality rates, the increase in per capita con- 
sumption expenditures deflated by the Consumer Price Index (35 
percent between 19^9 and 1948), the expansion of services provided 
at public expense, and a variety of others. If we could use medians 
instead of arithmetic averages, and make suitable adjustments 
for the altered age distribution of the population, the gains would 
show up as even more striking. The phenomenon is the more im- 
pressive because 1940-50 was a war decade. 

Some Forecasts in Retrospect 

Let us see how a few forecasts have stood the test to date. Bear 
in mind the figures I have already suggested: a true population 
July 1, 1950 of around 152 million; a 1940-50 increase of at least 
19 million; and a 1940-50 rate of increase of about 14.4 percent. 

The best forecast of the 1950 population that I have found is 
P. E. Whelpton’s first published in 1928 (Am. Jour. SodoL, Sept. 
1928, XXXIV, 253-70). It will be remarkably close to the true 
figure, though the implied rate of increase in 1940-50 (9.7 percent) 
will be far below the true one. Ironically, however, Thompson and 
Whelpton soon abandoned this forecast. The one that they made 
for the President’s Research Committee on Social Trends, pub- 
lished in 1933, and all of their subsequent ones, have been too low, 
both absolutely and relatively. 

Pearl and Reed’s 1920 forecast for 1950, with their logistic curve 
derived from data for 1790-1910, will also be respectably close to 
the true figure, though probably 3-5 million too low. It has not 
been disavowed, though their confidence in it was weakened when 
the 1940 census showed their forecast for that year to be consider- 
ably too high.^ Here also the implied rate of increase in 1940-50 
(9.1 percent) is much too low. 

The most influential series of “projections” were made in 1935-36 
by Thompson and Whelpton for the highly impressive Committee 
on Population Problems, and published in its reports to the Na- 
tional Resources Committee, October 1937 and May 1938.^® The 
authors gave me the impression that they preferred the projection 
based on thdr assumptions of medium mortality, medium fertility, 

* Sdence, Nov. 22, 1940, pp. 40S-488. 

The Prohkme of a Changing Populatum (Washington, 1938). 
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aad no net in-migration, which we may abbreviate as 
This pointed to a 1950 population of 140,6 million, a 1940-50 
increase of 8,568,000, and a rate of increase of 6.49 percent. These, 
of course, were far too low. What I took to be their second prefer- 
ence, assuming low fertility instead of medium indicated 

a 1950 population of 137.1 million, a 1940-50 increase of 5,776,000, 
and a rate of increase of 4.4 percent. In retrospect, this appears 
absurdly too low, but it won more endorsement than criticism at 
the time.^^ I have recently learned that Whelpton then preferred 
the mmlOO or wm^QO projection. 

The highest projection in this 1937-38 series of six — assuming 
medium mortality, high fertility, and an average of 100,000 net 
in-migrants per year {mhlOO ) — ^pointed to a 1950 population of 
144.3 million, a 1940-50 increase of 11,751,000, and a rate of in- 
crease of 8.87 percent. A still higher projection on the assump- 
tions of low mortality, high fertility, and 300,000 net in-migrants 
per year (Ih^OO)^ published in the October, 1947 document pointed 
to 146.8 million in 1950 — slightly nearer the truth but still much 
too low. Infact^ despite war lossesy mortality has been below the ‘^low^* 
assumption, in-migrants have averaged over 100,000 per year since 
19iO, and fertility has been far above the *^high** assumption. 

The revised projections which Thompson and Whelpton made 
in 1941-43 for the National Resources Planning Board, published in 
August 1943, were little nearer the eventual truth.^ They still 
appeared to lean toward the mmQ projection, indicating a 1950 
population of 143.9 million, a 1940-50 increase of 11,364,000, and 
a rate of increase of 8.57 percent.^^ The slightly higher projection, 
which the Twentieth Century Fund chose to use in its magnum 
opus, Americc^s Needs and Resources {1947)^-mfe0, implying *liigh” 
fertility instead of ‘‘medium”— pointed to a 1950 population of 
144.7 million, a 1940-50 increase of 13,174,000, and a rate of in- 
crease of 9.19 percent. The highest of the twelve projections given 

The preci^ meanings attached to these various assumptions have b«in 
changed from time to time, but for the purpose in hand the changes are of nunor 
importance. I prefer the clumsier but more precise term “in-migration” to the 
commoner but lo^er one “immigration.” 

“ This was evidently the projection on which Hansen relied in his president 
address of December IdSS Alvin H. Hansen, “Economic Progress and Declining 
Population Growth,” Am, Econ, Ren , March I9Sa, XXIX, 1-15. 

^ W. S. Thompson and P. K, Whelpton, Estimaiee cf Fviufe Popidcdw» in the 
United States, WJiO-SOOO (Washington, I94S). 

The Bureau of Agncultural Economics evidently relied upon this forecast in its 
postwar studies publi^ed m 1945. 
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in this 1943 document, on mhlOO assumptions, pointed to a 1950 
population of 145*^ million, a 1940-50 increase of 12,674,000, and 
a rate of increase of 9.56 percent. All of these, moreover, were on 
the additional assumption of no war losses. 

In 1945-46 Whelpton made another series of projections with the 
aid of the Census Bureau, which the Bureau published in 1947,^® 
Though over half of the decade had elapsed, and war losses were 
approximately known, the apparently preferred mmO projection, 
pointed to a 1959 population of 145.5 million (or 146.3, if ad- 
justed for underenumeration of children in 1940), a decennial 
increase of 13,791,900, and a rate of increase of 10.47 percent.^® 
The Census Bureau adopted this projection as its own forecast, 
and it still stands as the official forecast for years beyond 1960, 
The highest of the eight projections then given, made on the 
assumptions of low mortality, very high fertility (averaging 3 
million births a year in 1946-50), and an average of 200,000 in- 
migrants per year after 1945, pointed to a 1950 population of 148.0 
million (148,8 if adjusted , . . ), a 1940-50 increase of 16,317,000, 
and a rate of increase of 12.39 percent. Even this extreme projection 
was too low. 

Finally, early in 1949, well toward the end of the decade, the 
Census Bureau released new forecasts, for the first time giving 
preference to an assumption involving appreciable net in-migration 
— implying one million in-migrauts in the eight years end- 
ing July 1, 1955. This led to forecasts of the 1950 population as 
149.9 or 150.7 million, according to whether the basis was unad- 
justed or adjusted for underenumeration of children in 1940. Both 
are now sure to be exceeded. The implied rate of increase in 1945-50 
was 7.4 percent; actually it will approach if not exceed 9 percent. 

Ten months ago the standing official forecast for 1970 was, in 
round figures, 160 million, and this was the figure commonly used 
by economists.^^ Six months ago the revised official forecast indi- 

“ P. K. "Wlielpton, Forecasts of the Population of the United States, 19J^5-1B75 
(Bur, Census, 1947). 

“ This was first published in Bur. Census, Population — Speaid Reports, Series 
P-46, No. 7, Sept. 14, 1946, Black and Kiefer relied on this forecast m their 1948 
discussion of “The Pood Needs of the United States,” under the sponsorship of the 
National Planning Association. J. D. Blade and Maxine Kiefer, Future Food and 
Agriculture Policy A Program for the Next Ten Years (McGraw*Hill, New York and 
London, 1948), chap, xiii, esp. p. 119. 

See sources cited in the preceding footnote, and P. A. Samuelson, Economics: 
An Introductory Analysis (McGraw-Hill, New York, etc,, 1948), p. 30. 
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cated that this figure would be reached in 1960. Evidence now avail- 
able strongly suggests that our true population will reach 160 
million during 1955, if not earher. Is this not startling? 

WkUe successive forecasts from 19S7 to 19^9 improved in approaches 
to the true population of 1950^ all were too small by roughly one million 
for every year between the date of forecast and the publication of the 
target date. This suggests a conservative bias. Most influential and 
persistent has been the reiterated conviction that the fertility rate 
(a refined version of the birth rate) would soon fall from its sup- 
posedly abnormal peak to resume its interrupted decline. On this 
crucial point the evidence is still running contrary to the assump- 
tion. 

In October 1945 Whelpton forecast 13.5 million births in the 
five years ending July 1, 1950. In March 1947, as his document was 
about to go to press, he raised this to 15 million.^® If he were revising 
again in August 1949, on the basis of births reported through June 
1949, he might well put his medium estimate at 17.5 million. 
Here is at once an extraordinary indication of the lack of basis 
for a reliable forecast, and an indication of the continuation of a 
high rate of increase well beyond the time when it was supposed 
to have dropped. 

Lynn Smith wrote not long ago: “To our human reservoir of 
140 million people, each new year adds about two and one-half 
million units, draws off about one and one-half milhon. But the 
net change in any one year is far less than one percent, and anything 
greater would be phenomenal.”^® Actually the figure of 140 million 
was passed in 1945, and in each of the eight years since 1941-43 
the net increase of population has “phenomenally” exceeded one 
percent. Even the latest forecasts of the Census Bureau, already 
proved too conservative in 1947-48 and 1948-49, imply continuance 
of a rate above one percent through 1950-51, if not through 1951-53 
In retrospect, Smith must have been unduly impressed by the 
1930’s, for our annual rate of increase has been below one percent 
only in 1918-19 and in the eleven years from 1930-31 to 1940-41. 

We should not expect an indefinite continuance of the high crude 
birth rate, the huge number of births, and the high over-all rate of 
population increase that have characterized the past three years. 


Whelpton, Forecasts . . . (1947), p S3 

T, Lynn Smith, Population Analysis (McGraw-HiU, New York, etc., 1948), p. 
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Declines in these figures are likely within a decade, if merely be- 
cause of the small number of American babies born in the 1930’s. 
We need not be surprised if in some years of the 1950’s the rate of 
population increase should fall well below one percent, even if we 
avoid a repetition of the major depression of the 1930’s. But it is 
already clear that the huge number of births in the 1940’s has laid 
the basis for another population upsurge in the 1960’s and 1970’s, 
tmless fertility should fall far below the levels of the 1930’s. 

As to long-term forecasts, say for 1980, 2000, and beyond, I 
merely warn that none of them can be trusted. In the light of the 
productive potential the 1940’s have proved that we possess, even 
the ultimate limits of our population are assuredly much higher 
than Pearl and Reed calculated and reasoned when they wrote 
their 1920 paper.^o Moulton’s recent question, whether our popula- 
tion might conceivably double to 300 million in the next 100 years 
(with an eight-fold increase in the per capita consumption level),®^ 
no longer seems preposterous, though it is more than 50 percent 
above what Pearl and Reed computed (197.3 million) as our maxi- 
mum for all time. 

Some will regard the change in population prospects as the end 
of a bright vision of shrinkage to some “economic optimum 
population” at least several million below that of 1945, perhaps as 
low as 100 million.^ Others will view it as a welcome relief from a 
ni^tmare that has seemed all too realistic. Others will see in it a 
mere change in our complex of problems. It is certainly that, if 
nothing more. 

Sobering Reflections 

Let me not be understood as criticizing, blaming, or attacking 
the population specialists and forecasters for having been wrong 
in their reasoned guesses. Most of those whom I quote or cite are 
my friends, or at least friendly acquaintances, and I could make out 
a pretty good case in their behalf. If they are the scholars and 
gentlemen I believe them to be, they will welcome my candid 

See Lowell J, Reed, “Population Growth and Forecasts,” Anncds Am, Acad, 
Pol, Soc, Sci,t November ldS6, CLXXXVHI, 162—160, and papers cited therein. 

^ H. G, Moulton, Controlling Factors in Economus Deoelopmeni (Brookmgs Inst., 
Washington, 194&), chap, vii, “The Potentials of the Nejct Century.” Moulton did 
not/orsoosi 300 malfion ^pulation in 2049; and this figure is otherwise not properly 
comparable with Pearl and Heed's, since they did not jiiMurnff a rapid rise in per 
eapita consumption. 

» See an amazing passage m P.K. Whelpton, Forecasts, , , , (1947), pp. 64-65. Cf. 
T. Lynn Smith's observations in his PojnUation Analysts, pp. 3-4, 388^889. 
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exposition, and not resent it, though perhaps regretting that they 
had not beaten me to something better. Surely we are all devoted 
to the search for truth, and have to learn by our own mistakes.®* 
If confessions were in order, I have many sins to confess, and I 
take no pride in my own forecasting record. 

Though we all know that forecastmg is inherently hazardous, we 
have tended to believe what Baker told the International Confer- 
ence of Agricultural Economists in August 1930: “The population 
of the United States ten, twenty, even fifty yearn hence, can be 
predicted with a greater degree of assurance than any other eco- 
nomic or social fact, provided the immigration laws are un- 
changed.”®^ Conceivably this may still be literally true; if so, it 
reflects most adversely upon the reliability of other forecasts. 
When in 1939 I publicly dissented from this view as to long-term 
forecasts, I clearly implied that population forecasts up to 30 years 
might be accepted with reasonable assurance.®* In this I was gravely 
in error, as both the 1930’s and 1940’s have shown. I am ashamed 
that, like most of my fellow social scientists, I have so long accepted 
the conclusions of the population specialists with naive faith, We 
ignore at our peril this general rule: we can ill afford to accept 
uncritically, and use as authoritative in our own work, the results 
of any other group of specialists. There is need of much more joint 
cultivation of zones in which economics overlaps other fields of 
specialization. 

Heretofore I have been merely a “consumer” of population data 
and forecasts. I was “stabbed broad awake” last fall, when the 
Census Bureau raised its forecast for 1950 over five million above 
what it had predicted two and one-halt years earlier. After recent 
careful study of a great deal of the work of the specialists, I have 
increased admiration for their technical achievements and as- 
semblies of data, and profound sympathy for them as they have 
responded to incessant demands that they pick a projection and 
call it a forecast. But as of mid-1949, 1 have very limited respect for 
the judgments and opinions used in making this choice* I am also 

Let me quote two sentence from Stuart Chase {The Prop^ Siud^ qf Mtm* 
kind . . . , New York, 1948, pp. 20, 187); "The whole point of scien^ 

Oppenheimer, is to invite the detection of error and welcome it. . . . Beal sd^itists 
tie pride in their discipline and are concerned when careful forecasts ^ wron^,” 

O. E. Baker, “Population Trends in Relation to Land IJtiltetion,** Proc, 
Second Intemat* Conf. of Agr, Economists (Menasha, Wis., 19S0), p. 284. 

® J. S. Davis, “The Next 100 Years of the American Statistmal Association,” 
Jour, Amn Siat. Assn,, March 1940, XXXV, 266. 
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disturbed that, so far as I can ascertain, the guild of population 
specialists has minimized the errors of judgment, published no 
serious investigation into the sources of error, and been slow to 
warn the rest of us that several basic assumptions which have long 
been cherished are either unsound or seriously questionable, even 
if definitive proof is not at hand. There is only slight encourage- 
ment in the masterly understatement in Po'pulation Index, April 
1949 (XV, 1^) : “Until recently the course of population develop- 
ment in Western nations was generally believed to be well charted 
and understood. This is now a matter of some doubt.” But there are 
doubtless good reasons for this special case of “cultural lag.” 

As I see it now, it is a duty of interlopers like myself, and of 
consumers of population data like yourselves, to insist that old 
ideas be candidly reexamined in the light of evidence now available, 
that new ideas and evidence be sought, and that the cooperation 
of other specialists be enlisted in these tasks. Meanwhile, it is 
disheartening to have to assert that the best population forecasts 
deserve little credence even for five years ahead, and none at all 
for 20-50 years ahead. Perhaps better techniques can be found. 
If not, there will be a gain if we admit that our population cannot 
be forecast ^thin any reasonable margin of error, beyond a year or 
two. 

My samplings of economic literature through inid-1949, and of 
individual economists personally, indicate that the great majority 
of our economists, even the ablest ones, are not awake to our radi- 
caDy changed population position and prospects. I forbear to cite 
examples, including persons in our own circle. But I adjure you — 
teachers, researchers, and extension personnel — ^to scrutinize your 
textbooks, lecture notes, manuscripts, and talking materials to see 
whether you are purveying false or obsolete ideas. 

You have heard the old statement: “It ain’t so much what we 
don’t know that hurts us; it’s what we know that ain’t so.” This is 
better than half true. We have a big job of unlearning to do. Popu- 
lation forecasting is rwt a simple matter. Available techniques do 
not permit reliable prediction to be made for five, ten, twenty, or 
fifty years ahead. The best may he far wrong. Our net reproduction 
rate is not near unity, but has been well above it ever since 1940. 
It is not reliable as a basis for prediction.^® There is no assurance of 

See Bur. Census, "Recent Trends in Population Replacement,” Populahon — 
Special Reporte, Senes P-47, No. 2, Mar. 27, 1947, esp p 5. 
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any peak population, at any future date. The age structure of the 
population does not “inherently” point to cessation of growth and 
eventual population decline. Our major population problem is not 
prevention of such decline. There is no adequate basis for expecting 
the fertility rate, or the crude birth rate, to drop to or below the 
level of the early 1930’s and to remain at that low level. While the 
long-term trend of our rate of population growth may still be 
downward, this does not necessarily support extrapolation of the 
curve from the inid-1930’s. We do well to recall Raymond PearPs 
observation that in this country the word “extrapolation” is usually 
mispronounced with the stress on the syllable “trap.” Let us be on 
guard against that subtle disease, “trenditis,” and especially its 
more dangerous variant, “short-term trenditis.” Finally, planning 
for food, agriculture, industry, schools, et cetera, can not be safely 
done on the basis of supposedly expert population forecasts. 

Check up on the evidence if you discount or disbelieve what I 
have said; but beware of relying on those who, however authorita- 
tive they appear, are loath to change their opinions until over- 
whelming evidence is at hand. If we continue to build on the 
crumbling foundations I have described, we shall have no excuse 
for consequent errors in our own work. 

The lag of years in our understanding of important population 
developments is unnecessary and inexcusable for the future, if 
not for the past. After aU the painstaking work that has been done 
in the past 30 years, it is surely possible to bring social scientists 
roughly up to date on this subject, and to keep them so. For a 
fair approximation to significant truths we need not wait until the 
1950 census data have been collected, tabulated, laboriously ana- 
lyzed, the results of analyses published, these publications studied, 
and the results utilized by social scientists in other books published 
after considerable delay. We ought to cut the period of currency 
of obsolete ideas to a fraction of what it is. 

There are other phases of agricultural economics and rural 
sociology of which much the same can be said. Our basic research 
needs to be tied in to our current appraisals, and the usual gap 
between them more effectively bridged. 

Hints as to Significanoe 

You cannot expect me, here and now, to sketch all the economic 
and social consequences of the population upsurge in the 1940^5. 
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The President’s Research Committee on Social Trends, in its 
studies in 1930-33, had revealed to their eyes a population prospect 
‘‘radically different from that predicted a generation or even a 
decade” earlier. Population experts, they said in their report, 
“have projected their curves into the future and the outlook is 
startling. Twenty years later it will be clear that they fell into 
the trap of their own extrapolations! Por business, private invest- 
ment, consumption, and many aspects of public policy, the true 
position and outlook are now radically different, not only from what 
was pictured in 1930-41, but also from almost everything yet 
available in print. 

One striking change is already upon us: the flood of young chil- 
dren entering school, Experts had led us to believe that the popu- 
lation of school ages had permanently passed its peak by 1940, 
This peak has already been substantially exceeded. The ojBBicial 
forecasts by age groups up to 1955, and of school enrollments by 
grades up to 1960, point to much higher levels in the lOSO’s.^s 
Though published only last February, it is already clear that these 
will be too low, and no one can make a reliable prediction in this 
important field, beyond the point at which it is affected by future 
births. 

Four general suggestions I have to make. First, expression of 
national totals in per capita terms is more than ever important, 
even for such figures as gross national product, indexes of industrial 
production, and deflated consumption expenditures.^^ Second, 
several series might well be further refined (when this can be done) 
to adjust for changes in age distributions; for many purposes young 
children, and the elderly and aged, deserve less weight tiian persons 
in age groups from 15 through 59. 

Third, we should be especially alert to evidence of changing 
standards of living, in the best sense of those balanced combinations 
of goods, leisure, other freedoms, and family life that people desire 
and are willing to work and save for. The notion that consumption 

Recent Social Trends in the United States . . (McGraw-Hill, New York and 
London, 1933), I, p. xx, 

« Bur. Census, ‘'Forecasts of Population and School Enrollment in the United 
^ Otirrcnf Population Reports — Popidatton EstimateSi Series 

P-es, No. 18, Feb. 14, 1949 

» Persona! consumption expenditures in 1948, as now offidally estimated, were 
^ p^nt of those in 1929. But per capita consumption expenditures in 1948, de- 
by the Consumer Price Index, were 135 percent of flie corresponding figure in 
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is the only significant component of levels and standards of living 
is widely prevalent. It needs to be heavily discounted- Beyond 
some points, I submit, people prefer less work to more goods; more 
freedom to more goods and shorter hours; and earlier marriage and 
more than one or two children to more sharply rising consumption 
levels per capita. This variant of a broader law, of which the so- 
called laws of diminishing utility and diminishing returns are other 
variants, merits much more attention than it has received. 

Fourth, the demographic consequences of a “full-employment 
policy” need to be carefully explored. Expansion of so-called social- 
security measures, adherence to the objective of maintaining high 
and stable employment, and some degree of success in this direc- 
tion, may constitute important new influences on attitudes that 
affect population development. 

The special significance for agriculture I must leave to you to 
explore. The pppulation developments that have already occurred 
profoundly affect the demand for farm products, and the altered 
population prospects are important for appraisals of future de- 
mand. This applies not merely to population totals but also to age 
distributions, and to the outlook for the short run and the long run. 
In this field, as in broader ones, it is useful to look back over various 
analyses of the consequences of a smaller and prospectively de- 
clining population, and then make reverse adjustments for a larger 
and rising population. Let me give one example. 

On October 80, 1930, O. E, Baker addressed the Population 
Association of America on the “Significance of Population Trends 
to American Agriculture,”*^ to which he had adverted briefly in his 
1980 address. He began: “The prospect of the early approach of a 
stationary and later probably declining population m the United 
States and in northwestern Europe profoundly alters, in my opinion, 
the long-time outlook for agriculture in the United States.” He 
then expected the rate of increase in the 1940*s to be “not over one- 
twenty-fourth.” “About 1950, perhaps before,” he said, “births 
appear likely to balance deaths; and, unless the restrictions on 
immigration are relaxed, the crest of the nation’s population will be 

M^bank Memorial Fund Qmrterly,Apnll99t7i XV, 121-I34*Tli€ editors began 
their headnote thus: “The dechne of the birth rate to continuously lower' ler^els h uo 
longer of merely academic concern ” Another sentence is worth quod^; “TOat- 
ever may be the implication of declining fertility in this eotm^, it is geawitafly 
agreed that fundamental adjustments must be made at least in our comzaercial 
structure which has been geared to the expectation of increasuig pc^ulation.^* 
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reached” — at some 139 million. “The weight of evidence,” it 
seemed to him, “favors a continued decline in births for at least 
two decades at a rate not much less than during the past decade.”®^ 
He went on to discuss some consequences of a declining population: 
the lowered demand for milk, as tibe number of children declines;®^ 
a decline in consumption of farm products, a more rapid decline 
in urban than in rural population; “a less commercial agriculture”; 
“many of the characteristics of an economic depression, including 
population pressure on the poorest land”, and “increasing con- 
centration of wealth,” with a transfer of “poverty to rural areas.” 
What would the converted Baker say today? 

My own guesstimate is that the domestic demand for American 
farm products and farmers’ services will be far greater than Schultz 
reasoned when he wrote his book for the Committee for Economic 
Development.®® If so, the outlook for our agriculture is basically 
much less pessimistic than he then thought. The Bureau of Agri- 
cultural Economics report on Long-Range Agricultural Policy sub- 
mitted to the House Committee on Agriculture on March 1, 1948, 
also needs revision. In conjunction with our higher consumption 
standards, I believe that our demand for milk, meat, and other 
animal products will become such as to put pressure upon our 
ability to expand the output of these products. If so, it will con- 
tribute more to the expansion of improved pastures, and to pre- 
vention of unmanageable surpluses of grains, than we have pre- 
viously had a right to expect. 

® I am glad to say that last month, in an address at the McGill University 
Summer S^ool, Baker frankly recognized the population events of the 1940% 
acknowledged that he would earher have considered them impossible, and added; 
“Never, it would seem, is the future so uncertain as at present.” 

** He cited four urban studies indicating that children consume 50-100 percent 
more milk per capita than adults 

** T, W. Schultz, Agrvndtwre in an UnstaUe Economy (3VIcGraw-Hill, New York 
and London, 1945), esp. chap. ui. As to the foreign demand, I reserve judgment. 
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P ERHAPS the best way to start is with the statement by J. W, 
Tapp before the Western Farm Economics Association at 
Davis last June: 

‘Tt is my impression that most economic historians would agree 
that the more violent misbehaviors of the gemral ^price level can be 
traced directly or indirectly, to disturbances which lie largely out- 
side the realm of the so-called ‘free enterprise’ segment of our 
economy. Certainly the most disastrous of the violent upswings 
in the general price level in this century can be traced to reper- 
cussions from our two major world W’ars, and making war is not 
essentially a ‘free enterprise job. . . . ’ 

*Tt seems to me that the prime essential for a reasonably stable 
price level is to live in a peaceful world. ...” 

I agree not only that the greater portion of the violent fluctuation 
in prices, including farm prices, over the last 35 years are attribut- 
able to our war experiences but also to the clear fact that these 
disturbances can hardly be charged against the free enterprise 
system. But I assume that none of us is interested in attacking the 
free enterprise system . rather, our chief interest lies in first trying to 
see that the system does work over the longer stretches between 
emergencies and, second, in endeavoring even under emergency 
conditions to so order our economic actions as not to create im- 
necessary strains during the readjustment which must inevitably 
lie ahead. 

Having said this, I next want to advance some three or four 
simple propositions which will exhaust the real content of this 
opening statement, despite the explanatory notes which follow. 
These are: 

Proposition 1: Aside from the extreme cases such as accompany war or 
all out defense preparations on a grand scale, the concept of a general price 
level IS not likely to prove very useful in economic analysis, especially in 
endeavoring to develop or appraise specific actions in the policy flrids. 
Rather we are more likely to be interested in a series of partial, spedal 
purpose or differential price levels and the general trend in employment. 
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Proposition 'Die central issue in stabilization theory as to whether (a) 
one or a few simple, indirect fiscal devices can be used to assure a stable 
American economy, or (b) a series of co-ordinate devices should be de- 
veloped, the most of whi^ assist in stabilizing some essential sector of the 
economy instead of serving as general influences, is steadily being resolved 
in actual practice along the lines of the second alternative. 

Proposition S: So far as price movements are concerned, it appears that 
our current economic system is such that prices or rates in many fields can 
be raised much more readily than they can be lowered. That is, we gen- 
erally define inflation as the concurrent upward movement of most prices 
and rates; deflation as the downward movement of production and employ- 
ment and such prices and rates as are flexible. 

Proposition 4: Although the farmer’s first line of defense is high level 
non-farm production and employment, the special circumstances surround- 
ing American agriculture are such that some of the more difficult prob- 
lems relating to farm prices and the use of farm resources are not likely to 
be solved, by general — ^i.e., monetary, tariff and fiscal management — 
measures either to the satisfaction of farmers themselves or even in terms 
of the public interest. 

The ‘‘special circumstances*^ referred to above include an ap- 
parent capacity to produce in excess of the current effective demand 
originating within the United States itself, an uncertain foreign 
market and finally a relatively immobile set of resources along with 
a form of economic organization which clearly indicate that reason- 
ably prosperous conditions in farming are in considerable part 
dependent upon the success of farm people in maintaining or im- 
proving their collective bargaining strength. 

When I started work on these notes, I assumed that this would be 
one session which could move smoothly forward on a noncontrover- 
sial level since economists have generally agreed that governmental 
control, or at least a considerable degree of regulation, had to be 
exercised in the fiscal-monetary field. However, some reading and a 
few statistical exercises have convinced me that even this hope is 
not likely to be realized. 

I find that modem monetary theory has become an attenuated 
affmr and that most of the current discussions now center around 
fiscal theory and fiscal management. That is, ‘Theoretical analysis 
has increasingly concentrated on setting forth both the determi- 
nants of the flow of spending and the effect of the resulting spending 
on output and employment,”^ 

^ Introduction to Heniy H. Villard*s section on monetary theory in Howard 
S- A Swwy of Contemporary Economics^ published for the American Eco- 
nomic Association by The Blakiston Company, Philadelpliia, X948; as well as the 
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Some 25 years^ago, for example, Holbrook Working started the 
analytical section of his discussion of factors affecting Minnesota 
potato prices with the simple statement: “The JBrst factor which 
must be considered is the value of the dollar” and then proceeded 
to divide or deflate the seasonal average prices by the B.L.S* 
wholesale price index as the best available measure of the general 
price level. 

Today, the terms have changed. The Postwar Agricultural Policy 
Report of the Land Grant Colleges declares, “High-level employ- 
ment in nonagricultural industry means more to farmers than any 
‘farm program’ the government may attempt,” and Congress itself 
approaches the essential problem of economic stability not by a new 
monetary or banking route but rather through the “Employment 
Act of 1946.” 

Some attribute this shift from older quantity theory to the aggre- 
gative income approach to the late Lord Keynes who was reasonably 
exphcit when, in referring in the Oeneral THeory to certain imsatis- 
factory economic units or terms, he said: 

“The well known, but unavoidable, element of vagueness which 
admittedly attends the concept of the general price-level makes 
this term very unsatisfactory for the purposes of causal analysis, 
which ought to be exact.”^ 

preface in Albert GaSord Hart, Debt catd Economic Acttmiy, Prentice-Hall, 

New York, IWS. 

^ The most recent text on agricultural prices goes some distance, but by no 
means all the way, toward accepting this critidsm: 

‘*Tbe general price level is a much used yet elusive term which is subject to 
widely differing interpretations. While it may be described simply as an average 
of aD prices at a given toe, it is difiScnlt to comprehend, not only becau^ of the 
multitude prices entering into the average, but also because of the differing rela- 
tive importanoe the component price items. There is a natural tendency on the 
part of some persons to minimize, if not completely overlook, prices wi& which 
they lave httle contact and to overestimate the imx>ortance of ^ose prices wh£^ 
concern them most. • * • ^ 

*Tnherent in any objective concept of the general price level is the implication of 
a price system. If one accepts the proposition that there is a general level dP prices 
worthy of consideration, he places emphasis on the average involved. , . (But) 
even tough (certain) relations between individual prices are recognized, it is ha^ 
ardous to accept to general assumption that all pric^ are related to the extent 
that toy move in the same direction over a given period of toe. Etceptions to such 
a ride are easily found. 

“In view of the limitations involved, to question ought well be raised: Why 
think of a general price level at all? In the first place, there is a strong toneiA cs 
truth to the proporition that prices tend to move m the same direction over & given 
period of time, especially if the period is long. Moreover, there k a naarked c^itral 
tendency in a frequency distribution of price changes of indivkhia} commodities 
measur^ over a similar period.” 

Prom* Warren C. Waite and Harry C. Trelogan, Inirodudion io Agrictdiurd 
Prices, Burgess Publishing Company, Minneapolis, 1948, Chapter XI, 
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Earlier still, Keynes had observed in the Treatise that statistical 
comparisons were always difficult at best and that as a general 
rule, for each special purpose a separate or special index number 
needed to be calculated. 

I am myself inclined to attribute this shift in terms and methods 
of measurement to other sources, including the analytical hunt for 
eav^es as well as effects and the development of national or aggre- 
gative income and expenditure statistics by the statisticians in 
the U.S. and the U.K, In fact, one of the beloved founders of this 
Association, Dr. George F. Warren, had himself anticipated the 
Keynesian view of index numbers in developing Bulletin 999 which 
the U. S. Department of Agriculture released In August 1921. 

Warren’s calculations in Bulletin 999 were an explanation of the 
situation existing in the early summer of 1921, an explanation which 
indicated that all wholesale prices do not rise and fall proportionate- 
ly and that resort to special or partial indexes were needful. To 
quote. 

‘The index of wholesale prices in June, 1921, was 151 (basis 
1909-14=^100).” 

‘The weighted average price of 31 farm products was 106 (basis 
1909-14 100). These farm products, therefore, had an exchange 
value or purchasing power of 70 percent of the five-year average 
before the war.” Warren further indicated that “if farm products 
were omitted from the wholesale price index” the average would 
be higher and the farm comparison still further worsened. Warren’s 
concentration on the differential behavior of farm prices was cer- 
tainly well warranted. 

But Dr. Warren and many of his contemporaries were also very 
directly concerned with the control or stabilization of the purchas- 
ing power of the dollar or inversely, the general price level. 

To a considerable extent, this concern with respect to the pur- 
chasing power of the dollar arose from the rapid increase in the 
farm debt structure during and immediately following World War 
1. 1 recognize the relation between debts and changing price levels 
but it is not a subject that I intend to further discuss, since it seems 
to me that the answer lies largely in the field of more prudent man- 
agement of private debts and an endeavor to see that prices received 
by farmers generally maintain some reasonable relation to prices 
paid. 

This concern with money or dollar purchasing power is still 
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cuiient, as witness: (1) the recent statement by Dr. T. W. Schultz 
that, notwithstanding the pecuhar properties of parity prices, 
“there [still] remains among the rank and file of farm people a belief 
that it is money, and the value thereof, that should be managed by 
the Government, and not the price of eggs, cattle, butter, or of any 
particular farm product,”^ and (2) the efforts of the American Farm 
Bureau and others, including some leading banking officials and 
the Committee for Economic Development, to secure the establish- 
ment of a National Monetary Commission to determine, in the 
interests of currency stabilization, “what changes are necessary 
or desirable in the banking or monetaiy system of the United 
States, or in the laws relating to banking or currency, by reason 
of domestic or international considerations or both.” 

The proposal for a National Monetary Commission has recently 
been approved by the U. S. Senate and referred to the House. 
Should such a Commission be established in the near future it 
would embark on the first comprehensive official review of the whole 
U.S. monetary and credit system since the study undertaken 41 
years ago under the Commission created by the Act of May 30, 
1908. 

The approach that such a Commission might take and its final 
recommendations would surely be of wide interest. However, there 
is little reason to believe that the work of such a Commission or 
changes in our currency system are ever likely to yield the simple, 
indirect means of stabilizing the American economy which some 
very competent authorities once seemed to have believed were 
possible. This is not to say that some very useful reforms might not 
result; I believe they would. 

But at the same time, I also believe that lie really crucial issue 
in current economic theory — ^theory which influences action more 

* This is & view which Schultz does not emphasize or further develop beyond 
remarking that “It is a view that has much ment, for it recognizes a significant ele- 
ment in the pricing problem ” Schultz’s accompanying suggestions for a farm poli^ 
call for a wide range of positive measures deahng specifically with agriculture in 
line with his express statement that “what we have experience m agriculture sug- 
gests that vigorous, enterprising farms and equally vigorous, well-desired govern- 
mental programs may be highly complementary.” So far as direct action affecting 
average farm prices or incomes is concerned, however, Schultz joins the mod«n 
fiscal management school indicating that the first line of defense should he to 
stabilize the industrial economy at high production and full employment while at 
the same time recommending as a second line of defense compensatory farm pay- 
ments in case of business depression and unemployment. 

See: T. W Schultz, AgncuHure in an Unstcme Ecorumy, McGraw-HiH New 
York, 1945, pp. 164, 219, 220, 254 and 255. 
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than we generally admit — ^tnms around the question as to whether a 
few simple, indirect devices will carry the load or whether a whole 
series of additional devices must also be developed, each of which 
will gradually assist in giving some greater degree of stability to a 
particular sector of the American economy. Certainly, practice is 
fast trending in this second direction and this is also increasingly 
true of theory as such. 

For example, Oscar Lange in his Price Flexibility and Employ- 
ment indicates that it may be necessary to endeavor to directly 
stabilize several key items such as wage rates and the prices of 
certain leading farm commodities as well as using the fiscal- 
monetary approach. A similar inference can be made from the 
Journal article which won this Association’s Distinguished Publica- 
tions Award a year ago, Willard Cochrane’s Farm Price Gyrations — 
An Aggregative Hypothesis. That is, Cochran starts from the fact 
that “To an important degree agriculture represents a water-tight 
compartment within which there is considerable fluidity, but the 
connective valve between the agricultural compartment and the 
rest of the economy works poorly and sometimes not at all.” The 
result is that American farmers and their representatives are strong- 
ly inclined toward the “action programs” with which we are now 
so familiar whenever they find themselves faced with excess supplies 
and falling incomes, whether the cause is due to depression at home, 
blocked foreign demand, or excess supplies simply as the result of 
sheer productive ability aided by good weather. The American 
labor movement has also already moved a long way along this 
same trail with collective bargaining, a device which tends to either 
stabilize or gradually inca*ease wage rates, which are our most 
important single series of prices. But these are only selected ex- 
amples. There are any number of fields where prices or rates are 
semi-independent or at best are only loosely related to any central 
or single dominating general price influence because of immobile 
resources or special factors affecting the demand for or pricing of 
the service or product.* 

* Perhaps attention should be called to the fact that the much used wholesale 
price index of the B.L.S. is i^elf a special purpose index, despite its comprehensive 
commodity covers^. That is, it covers only commodities all priced at the same 
stage in the marketing process It does not accurately measure changes in the pur- 
diasing power of the dollar for the average American or his family* This is much 
better done by a cost of living index, nor does it measure the most important single 
item in business costs, wage rates. That it has been so much used is due it seems to 
me to three facts: First, the great war-induced swings m this and other economic 
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It is this general line of reasoning vath respect to multiple causes 
for economic instability and the resultant fonn which this gives 
the modern drive for economic security which leads to Propositions 
1 and 2. Meanwhile the behavior of administered prices and^ 
equally important, union wage rates of course underlie Proposition 
S. 

Meanwhile we are told that the current farm movement often 
tends to over value farm products. Why? 

Essentially this argument defines' the special characteiistics of 
American agriculture which leads to Proposition 4. 

The case runs something like this: American agriculture has an 
excess producing capacity which is likely to continue in use under 
a free price system and which will be extremely difficult to handle 
even assuming a strengthening of the current trend toward govern- 
ment regulation. Meanwhile, the demand for farm products is so 
inelastic, either in terms of the ordinary commodity demand sched- 
ules of the agricultural price analyst or the more recent developed 
income elasticities for food, that the probable supplies of farm 
products can only ‘‘clear” domestic and foreign markets over the 
next decade or more at considerably lower relative prices than the 
equilibrium between prices received by farmers and prices paid 
which has been approximated some two or three times under 
conditions of satisfactory employment since 1900. 

Perhaps this argument is correct, especially if we assume more or 
less unsatisfactory employment conditions, the failure of farm 
programs generally, and an increasingly weak and difficult foreign 
market situation. But I question each of these depressing assump- 
tions: We shall surely endeavor to so shax)e national policies as to 
work toward a brighter outcome. Various fiscal and monetary 
measures will be used in this effort, but I am still skeptical of at- 
taining perpetual prosperity simply through deficit financing or, to 
use a newer term, financing from non-tax resources. Something 
more is needed. 


series are of course related; second, economists and statistidans have generally 
inclined to measure prices in those markets which most clearly approrimate the 
classical definition of a “free market” and which they considered wipe the more 
sensitive indicators of economic change: and third, the wholesale prioe series me 
earnest to obtrin so it is in this Reid that we have the longest aeries* Carl 

Snyder of the New York Federal Reserve Board did endeavor to develop an over-all 
measure of the general price level in the I9S0*s. So far as 1 am aware, it was never 
much used 
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In conclusion, it seems to me that the four factors which most 
iimnediately determine U.S. farm prices or returns are* 

(1) Consumer demand within the U.S., of which the average level 
of erwployTnerti is the most important single determinant, 

(2) Foreign demands, of which the availability of dollar exchange, 
or the means of obtaining it, is the most immediate single determi- 
nant, 

(3) Supplies of agricultural commodities and their distribution 
between uses or markets, actual or in reasonable prospect, and 

(4) The bargaining conditions under which farm supplies are 
marketed. 

Perhaps the first of these factors is by all odds the most im- 
portant. I think it is. However, this does not mean that the supply 
and foreign demand factors can be ignored, nor that farm returns 
are not also significantly affected by the bargaining factor. Farmers 
can exert a direct influence in this area, and in any event it is clear 
that farm programs are here to stay. Such programs may well be, 
probably are still only in the experimental stage, but it seems to me 
that farmers need some specific stabilizing devices rather than 
simply relying upon indirect controls of so vague an average as the 
general price level. 

Such an approach does not accept the over-valuation theory 
but at the same time it does not finally answer it. In general, our 
studies in the Bureau of Agricultural Economics have given us 
reason to believe that farm prices and returns may be held at far 
more satisfactory levels over the next five to ^5 years than was the 
case in the 1930’s.® Such an answer assumes (a) that we shall 
gradually develop a relatively stable peace, and (b) that farmers 
can count on continuing activities in the farm program field. 

I know that this is a prospect which alarms some, especially with 
the fear that the price of favorable returns to farmers will be increas- 
ing central control and regulation. I think that there is very little 
chance of escaping such a conclusion in case of depression and the 
development of an underemployed, ‘‘static” economy. However, 
it seems to me that the chances are we will be able to avoid this, 
chiefly because we are still a young, growing nation, which leads 

« See table 1 in the B A.E. report, A Study of SeUcted Trends and Factors Relaiiny 
w the L<mg Range Prospects far American AgricuUnre, Committee on Agricultnre, 
of Representatives, Eightieth Congress, Second Session, released Mardi 10, 
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me to the final conclusion which may be stated as Proposition 5: 

The chances of maintaining a free, “dynamic” economy — ^that 
is, of minimizing necessary controls or restrictions and maximizing 
the free enterprise area — are greatest in an expanding economy, 
probably under conditions where many of the partial price or wage 
levels are slowly rising over time. The growth factors in such a 
system not only tend to offset some of the more undesirable effects 
of regulation or centralization, but also minimize the need for such 
measures as well as offering the only acceptable solution to our 
most difficult farm problem, agricultural underemployment.® 

• Such a statemeut with respect to the essentials of economic process is of course 
open to question, especii^y in areas or periods of extremely rapid technological 
improvement The Brookings Institution, for example, is inclined toward the argu- 
ment for increasing technical efficiency, declining commodity prices, and stobie wa^ 
rates, all of which should lead to an increasing “reaF’ standard of hving. Alvin 
Hansen, I believe, argues fora stable wholesale price level and slowly lismg wage 
rates There is also considerable current comment about the ^‘money illusion” 
which is created by rising prices Nevertheless, it seems to me that the primary 
producers and small scale businessmen who are essential to a free enterprise economy 
will be best provided for under the proposition as stated, especially m view fo the 
increasing trend toward nsing wage rates and costs of Government. 



SIGNIFICANCE OF THE GENERAL PRICE LEVEL 
AND RELATED INFLUENCES TO AMERICAN 
AGRICULTURE: FURTHER COMMENT 

J. W. Tapp 

BanJc of America 

O NE of the purposes of a meeting such as this is, as I under- 
stand it, to enable economists to engage in their favorite 
pastime, which is **to point out the errors of the economists of 
yesterday and, of course, to perform a similar service for their 
contemporaries.” It is in this spirit that I am addressing my re- 
marks, first toward some of the statements and ‘^between the lines” 
implications in the President's address. 

While I agree in general terms with Proposition 1 as stated, it 
seems to me that President Wells has perhaps gone too far in sug- 
gesting the limited usefulness of the concept of the general price 
level. The possible usefulness of the concept in extreme cases, 
such as war or all out defense preparations, is admitted. But, during 
the past 35 years, we have been devoting an inordinate portion of 
our lives to living through just such "Var” and “defense prepara- 
tion” periods. We are still in such a period with no near term pros- 
pect that we shall soon see its end. Thus, the “exceptional” war and 
defense impact on the general price level and the national budget is 
tending to become the “usual” situation, as witness our present 
national budget of 35 billions of dollars for past, present and future 
wars (including foreign rehabilitation and occupation expendi- 
tures). 

I would also add a word on Proposition 1 about the need for 
caution in the use of “partial” or “special purpose” price levels. 
In some respects we have had altogether too much use of such 
special purpose price indexes as a basis for the development or 
support of a great variety of frequently altogether inconsistent 
single purpose policies in the farm economics field. This is true, 
for example, of the much maligned parity price concept as applied 
to individual farm products. The single purpose goal of parity 
prices for farm products generally is one thing. But the application 
of this same idea to individual farm products as a single purpose 
objective is sheer economic folly to any who are interested in facili- 
tating the inevitable agricultural adjustment problems of the 
present post war period. 
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In Proposition 2 the conclusion is stated that in actual practice 
a series of coordinate devices are being developed for attempted 
stabilization of the American Economy as contrasted with the 
possible attempted use of one or a few simpler indirect devices. 
Here again I expect that Mr. Wells may be right, but the evidence 
is somewhat confusing. In the first place, it is not altogether clear 
which pohcies or devices are contributing toward stability and 
which ones are operating in the direction of greater disequilibrium 
rather than greater stability. Secondly, I think it might be well 
to give more consideration to the possibility that the use of an 
extensive series of supposedly coordinate devices may, in effect, 
make it more difficult, it not impossible, to make effective use of 
the few simple devices which might form the core of a limited 
economic stabilization program for the American economy. Be- 
tween the lines I would comment on the great difficulty being ex- 
perienced in keeping our myriad economic policy devices in a co- 
ordinate pattern. 

The really vital question, it seems to me, is whether or not we 
are making the right choice, as between the use of indirect and di- 
rect devices. If we are moving in the direction of a series of coor- 
dinate devices, where will we be when we finally get where we seem 
to be going? How long a series of devices will we have? How suc- 
cessful will we be in Imeping them “coordinate”? 

Another aspect of this problem, of course, is the nature of the 
goals which are established for “economic stability,” whether we 
think in terms of agriculture or the economy as a whole. The more 
ambitious the goals, the more rigorous and the more dangerous 
must be the specific devices which are to be used for their attain- 
ment. And if we insist upon quite specific goals for each important 
sector of the economy and the necessary special devices to quickly 
attain those goals, is it altogether likely that we shall avoid the 
type of Authoritarian State that none of us would welcome as an 
overall objective? 

Without attempting to overstate the case, it would be wefl to 
point out some of the advantages of using to as large an extent as 
possible a “few simple devices” which will contribute to economic 
stability. One of those devices is “money management.”^ In a re- 
cent discussion of the future of the Federal Seserve System, W. 

^ See “The Future of the Federal Heserve System,” W, Baudolph Burgess. 
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Randolph Burgess stated — ‘There are great advantages in trying 
to influence economic fluctuations through the money supply. In 
the first place, it can be done. The second advantage of using mone- 
tary action as a method of influencing business is that this method 
is consistent with democracy. You don’t have to tell the individual 
borrower or lender what to do, but you create the conditions under 
which he makes his own decision. 

“Admittedly, the huge national debt and responsibility for the 
government security market have limited the freedom of credit 
policy since the war .... But, any skeptic as to the power of money 
in any economy does well to examine the dramatic illustrations of 
recent basic changes in money values and credit pohcies in Belgium, 
Germany, and Italy. These were extreme cases, but they revealed 
vividly the improvement that can follow large doses of good old 
fashioned monetary medicine.” 

Burgess also makes some cogent but less hopeful comments on 
the use of fiscal policies or “compensatory spending” as a counter 
cyclical device. “According to the theory, spending should be re- 
duced when the economic goose hangs high, and increased in de- 
pressions. So far, about all we have succeeded in doing since this 
theory gained official sanction has been to increase the budget in 
both booms and depressions. Budgets are instruments of politics, 
and to make them also economic tools is asking much of human 
nature. . , . One may summarize by saying that while the budget 
should be an influence for economic stabihty, and we should do all 
we can to push it in that direction, we must not be too sanguine of 
our success.” 

Without* belaboring the point, and with full recognition of the 
limitations of monetary and fiscal devices, I believe that every 
consideration should be given to ahe attainment of TnavirmiTn re- 
sults from the most intelligent use of the available simple and in- 
direct devices that contribute to general economic stability. At 
worst any real accomplishments in this direction will minimize the 
propensity to experiment with more and more ambitious detailed 
“controls.” 

We should not lose sight of the fact that it has not been many 
months since a great many serious students of the economic scene 
were acutely concerned about the possibility of further price in- 
flation, There are powerful economic forces at work which could 
make it possible to maintain a high general level of employment, 
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production and national income. Holdings of liquid assets by in- 
dividuals and corporations {imclvding farmers) are at a level un- 
dreamed of in any previous period on our history. The money 
supply is high even in relation to recent high levels of production 
and income. Furthermore, as contrasted with previous postwar 
periods, the national debt and budget situation is such that we 
would appear to have for the foreseeable future a depression proof 
money supply and relatively low interest rates. The private debt 
structure is not over-extended. The security and commodity 
markets are not threatened by over-extended speculative commit- 
ments. 

Against this type of background it should be possible for those 
segments of the economy, faced with post war adjustment prob- 
lems, to think primarily in terms of an expanding economy and al- 
ternative opportunities rather than in terms of a return to the de- 
fensive and restrictive atmosphere of the long pre-war depression 
years. 

In spite of the above comments, I do agree in general with the 
statement set forth in Proposition 4 that even the most successful 
use of monetary and fiscal policies will not be adequate for many of 
the special postwar adjustment problems of agriculture. But, they 
can help to maintain the high level of production and non-farm 
employment which is the “fanner’s first line of defense.” Also, if 
we can retain reasonable flexibility in agricultural production and 
price policies this “first line of defense” may become a powerful 
offensive force for speeding up the adjustment of our agriculture 
to an expanding domestic market and such uncertain foreign mar- 
kets as may be salvaged. 

In a world which again appears to be moving in the direction of 
economic nationalism and bi-lateral trading, in spite of our ex- 
pensive efforts to the contrary, it is of course all-important to our 
agriculture to maintain the broadest possible domestic outlets and 
expand them wherever feasible. Obviously, more can be accom- 
plished in this direction if the general economic climate is favorable 
to expansion in non-farm industrial and related activities and for 
those branches of agriculture which are especially benefited by a 
high level of domestic demand. 

There are good grounds for believing that the farm adjustment 
problems ahead may not be as serious for most lines of agriculture 
as those of the 1920’s and 1930*s, provided we face them frankly. 
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The "faxm programs” which Wells refers to may help if they are 
not saddled with impossible goals and other “impedimenta.” 
Basically, the financial position of agriculture is much stronger than 
that of many other segments of the economy. This is in striking 
contrast to agriculture in the ’twenties and ’thirties, particularly 
with respect to the nature and extent of farm debts and the more 
realistic repayment programs. A very much larger portion of agri- 
culture is now “commercial,” including the commercial family 
farm which pmchases its horse power in the form of petroleum 
products instead of growing it as feed for horses and mules. True, 
cash expenses represent a larger relative outlay than in earlier 
years. These characteristics of present day agriculture should serve 
as a prod to the facing of adjustment problems. Adjustments, 
where needed, may be less postponable than in the earlier period. 
But if we are to meet these problems wisely and in the long run 
interest of agriculture and the nation, we must have some caution 
about trying to force farmers to fit into the all too rigid patterns 
which many of the current price support and related proposals 
would require* And I might say, quite frankly, that this is partic- 
ularly true of this great Western country which looks too the future 
with an expansive glint in its eye. There is real concern as to 
whether the Congress and “The Secretary” can always move with 
sufficient speed, wisdom and forbearance to indulge these expecta- 
tions of long term growth. 

And now I conclude these rambling remarks with another quote 
from farmer Thad Snow of Missouri: 

“The bad guesses of the dead economists of the slow-going past 
ought to warn hving economists against over-sureness in these 
swift changing times.” 



GENERAL PRICE LEVEL AND RELATED FACTORS: 
FURTHER COMMENT 

F.F.Hill 
Cornell Utixeenily 

I WOULD like to comment briefly at Uie outset on one or two 
of the more obvious problems posed by the concept of a 
general 'price level. 

It is clear, of course, that there is no such thing as a general price 
level in the sense that all prices mo’^in the same direction at the 
same time and by approximately^e same amount. Althou^ a 
large number and wide variety of price series move in the same di- 
rection on the up and down swings associated with wars and busi- 
ness cycles, there are always some which do not conform to the 
general pattern and even those which conform as to direction show 
wide dispersion with respect to the extent of their movement in a 
given period of time. Furthermore, if one attempts to develop an 
index to reflect changes in the general price level he is immediately 
confronted with the necessity of making decisions on such questions 
as the price series to be included, the weight to be assigned each 
series and a host of others that give the finished product a distinctly 
man-made cast, frequently bearing the unmistakable imprint of 
its maker. 

These difficulties are by no means limited to the price level con- 
cept, however. Although it provides cold comfort to the seeker of 
economic truth, the concepts fttH employment, high level employ- 
ment, and average lead of employment present much the same dif- 
ficulties and might well be substituted for general price level in 
Mr. Wells’ quotation from Lord Keynes relating to unsatisfactoiy 
economic terms. To paraphrase: “The well known, but unavoida- 
ble element of vagueness which admittedly attends the concept of 
fvll employment makes this term unsatisfactory for the purposes of 
causal analysis which ought to be exact.” Certainly when one tries 
to reduce the concept of full employment, high-level employment, 
or average level of employment (the latter term used by Mr. 
Wells) to quantitative terms, he is confronted by a number of 
annoying questions such as what groups to include in the hJbor 
force, whether to weight emplosunent in all industries equally and 
a dozen others that yield nothing, it seems to me, to the problems 


7SS 



794 


F. F. Hill 


confronting the price analyst who has the temerity to try to reduce 
the concept of a general jyrice level to quantitative terms. 

Here we are up against the practical question of whether it is 
worth-while to try to reduce such concepts as general 'price levels 
level of employment, and cost of production to quantitative terms. 
It seems to me it is, although I recognize the dangers of over- 
simplification and the fact that for many purposes it may be more 
productive to study the behavior of the components of the quan- 
titative “measures” of such concepts rather than the measures 
themselves. One should add that in the interests of precision, the 
“measure*’ should be labeled for what it is and not be confused with 
the concept. For example, the index of wholesale commodity prices 
prepared by the Bureau of Labor Statistics should not be referred 
to as the general price level. I doubt, however, whether either agri- 
cultural economists or farmers have been led astray by such mis- 
use of terms. Both have wandered down some economic primrose 
paths but they seem to me to have been of a different character. 

I would like to return now to the question of whether the concept 
of a general price level has or can make a contribution to our under- 
standing of the workings of the United States’ economy or whether 
it has merely added to the confusion and is likely to continue to 
do so. 

In Proposition 1 Mr. Wells states that aside from extreme situa- 
tions such as accompany wars or all-out defense preparations, the 
concept of a general price level is not likely to prove very useful and 
that we are more likely to be interested in a series of special purpose 
or differential price levels and the general trend in emplojmaent. 
Reserving comment for a moment on the two stated exceptions to 
Mr. Wells’ general proposition, which exceptions by the way seem 
to me to be quite important, I agree with the emphasis placed on 
studies of differential price behavior. Granted it is important to 
study the movement of individual and special purpose price series, 
it does not necessarily follow that a study of “general” price move- 
ments as reflected by some such index as the BLS index of whole- 
sale commodity prices is unimportant. History is replete with in- 
stances in which the prices of an extremely large number and wide 
variety of goods and services have moved in the same direction at 
the same time. It seems to me such movements provide reasonable 
grounds for the assumption that under such circumstances prices 
may be moving in response to a common set of economic forces. 
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The fact that prices are moving in the same direction at the same 
time does not prove, of course, that the movement is the result of 
a common causal factor or group of factors. Much less does it indi- 
cate the nature of the causal relationships involved. It merely pro- 
vides grounds for what seems to me to be a plausible hypothesis 
that, like any other hypothesis, must be carefully checked. If one 
feels there is no logical ground for the hypothesis that one or more 
major influences are likely to be at work during the broad up and 
down sweeps of prices which accompany wars and major business 
cycles; that there may be grounds for the hypothesis but no possi- 
bility of untangling or “measurmg” such forces even if they exist; 
or that such theoretical and quantitative work as has been done 
constitutes a sufficient test and that the results are negative, then 
one must conclude that the general price level concept has nothing 
to offer. 

My own view is that concurrent movement in a given direction 
of a large number of price series such as has repeatedly occurred in 
the past provides plausible grounds for the view that such move- 
ments are likely to be directly or indirectly in response to common 
causes. It is not necessary, it seems to me, for all prices to be moving 
in the same direction at the same time to make the hypothesis 
plausible nor for all prices to move by the same amount in a given 
period of time. 

Emphasis on what seems to me to be the importance of continued 
study and analysis of factors outside agriculture affecting both 
agricultural and non-agricultural prices and more specifically the 
effect of monetary, fiscal and tariff policies on price movements 
does not mean: 

(1) That I think such studies should be carried on to the exclusion of 
other approaches. In a xxarticular situation other factors, especially 
in the short run, may be equally or more important in determining 
the prices of particular commodities. In all situations other factors 
must be taken into accoimt, 

(2) That I think monetary, fiscal and tariff policies exert the same 
relative influence on prices at all times. 

(3) That I think we are likely to discover or devise a simple mechanism 
that will enable us to keep the general 'price level “stable** as one 
might keep a hydraulic lift at a given level under changing loads by 
varying the pressure in the system. Price stability is a relative 
term. 

(4) That stabilization of the general price level in the sense of main- 
taming the BLS index of wholesale commodity prices at a given level 
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would solve all the problems of agriculture. We might still have too 
many resources in agriculture at a given time to yield returns at the 
margin deemed to be satisfactory from a social or political pomt of 
view. 

You may feel that the foregoing statements in themselves pretty 
much wash up the general price level concept and the effect of 
monetary, fiscal and tariff measures upon prices; that like the 
Cheshire cat in ‘‘Alice in Wonderland,” there is nothing left but 
the grin. I believe, however, that monetary, fiscal and tariff policies 
have had and will continue to have an important bearing on the 
price outlook in the United States* economy and that this is impor- 
tant to agriculture. It seems to me we have cycles in our economic 
thinking and that Mr. Wells has reached a new low in de-emphasis 
of the effect of monetary-fiscal-tariff measures on prices. I do not 
deny that we have perhaps over-emphasized the importance of 
these factors in the past. Mr. Wells has gone further than I would 
go in the other direction. I am not arguing for emphasizing these 
outside factors to the exclusive of of other considerations. I am 
arguing for continuing to give attention to them. 

But perhaps I am over-emphasizing Mr. Well’s de-emphasis. 
His first proposition reads as follows: 

“Aside from the extreme cases such as accompany war or all out defense 
preparations on a grand scale, the concept of a general level (italics 
his) is not likely to prove very useful in economic analysis, especially in 
endeavoring to develop or appraise specific actions in the policy fields. 
Bather we are more likely to be interested in a series of partial, special 
purpose or differential price levels and the general trend m employment ” 

During a great deal if not most of my adult lifetime, which goes 
hack further than I would like to admit, we have been either on an 
economic binge, or trying to get over one, brought on by war. If 
one agrees that monetary and fiscal factors have an important 
effect on prices during and following wars, it seems to me that from 
a practical point of view he is agreeing that they have been im- 
portant during the greater part of the last 35 years. 

I agree with Mr. Wells* second proposition that the issue in 
stabilization theory as to whether we shall use one or a few simple 
devices to try to stabilize the United States* economy or a series 
of co-ordinate devices intended to stabilize individual sectors is 
steadily being resolved in actual practice along the lines of the 
second alternative. I would add that I think this creates a problem 
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of major proportions, namely, the problem of co-ordinating the 
co-ordinate devices to which Mr. Wells refers. One may feel that 
our present approach to economic stabilization is the best approach 
or that it is the only one available from a practical point of view. 
Regardless of one’s views on this question, I think there is no 
doubt but that the approach we are taking serves to focus attention 
on the economic problems of individual groups and to foster pres- 
sures to get a larger share of the national cake with no one except 
a few impotent economists worrying about the effect of this pro- 
cedure on the size of the cake to be divided among various 
claimants. 

I am also in agreement with Proposition 1 which seems to 
me to be causally related to Proposition £. I think few would 
disagree with this proposition which states that our current eco- 
nomic system is such that prices or returns in many fields can be 
raised much more readily than they can be lowered. I would add 
that governmental action intended to stabilize essential sectors of 
the economy (see Mr. Wells’ Proposition 2) is tending to steadily 
increase the list of inflexible prices and rates and that agricultural 
price support programs bid fare to constitute another major step 
in this direction. Instead of reducing rigidities in our economy, we 
are increasing them. Regardl^ of what one may think of the social 
desirability or political inevitability of developments in the fields 
of prices and wages during the past 20 years, it seems to me that 
the increasing inflexibility which is clearly apparent on all sides is 
undesirable from an economic point of view. I will go further and 
say that in my opinion, relatively high and inflexible prices and 
wages in the United States may well prove to be a major barrier to 
the successful revival of world trade which in turn has important 
implications for world peace. I agree with Mr. Wells and Mr. Tapp 
that a prime essential for a reasonably stable price level is to live 
in a peaceful world. 

I agree with Mr. Wells’ fourth proposition that monetary, tariff 
and fiscal measures, even if they could be and were manipulated m 
such a way as to “stabilize the general price level” would not auto- 
matically solve all of the problems of agriculture. To mention but 
one, technological changes are steadily reducing the number of 
persons required in agriculture to produce the nation’s food and 
fiber. If returns in agricultural and non-agricultural enterprises 
are to be more nearly equal, there is need for a continuing transfer 
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of manpower out of agriculture into other occupations. For such 
transfers to take place, a number of conditions must be met in- 
cluding provision of jobs at wages sufficiently attractive to bring 
about the desired shift. The wage differential between agriculture 
and industry is ordinarily sufficient to effect the transfer of man- 
power. The limiting factor is usually jobs. These are affected by 
the price-cost outlook which in turn is affected by monetary, fiscal 
and tariff policies as well as other factors. To the extent that mone- 
tary, fiscal and tariff policy can be made to contribute to a greater 
degree of economic stability in the nonfarm sectors of our economy, 
orderly transfer of excess manpower out of agriculture will be facili- 
tated. Instability in the nonfarm sectors of our economy constitutes 
a major handicap to agriculture, not only because of the greatly 
reduced demand for agricultural products on the down swings, 
which obviously is of major importance, but also because of the 
handicap which uncertainty adds to maintaining a desirable pat- 
tern of resource-use in agriculture. 

In conclusion, Mr. Wells lists four factors which he thinks most 
immediately determine United States farm prices or returns. These 
are: 

(1) Consumer demand within the United States of which the average 
level of employment is the most important single determinant. (Italics 
his). 

(2) Foreign demands, of which the availahility of dollar exchange, or the 
means of obtaining it, is the most important single determinant. 
(Italics his). 

(3) Supplies of agricultural commodities and their distribution be- 
tween uses and markets, actual or in reasonable prospect. 

(4) The bargaining conditions under which farm supplies are marketed. 

It seems to me the first so-called conclusion still leaves imanswered 
the afl-important question of what factors affect the level of em- 
ployment. Under our form of economic organization, employment 
is largely determined by the prospect for profits. Profit prospects, 
in turn, are determined by prospective price-cost relationships and 
prospective volume of sales. Question: Do monetary, fiscal or tariff 
pohcies affect profit prospects in any way and thus indirectly 
affect employment or is the level of employment determined solely 
by other factors? If the answer is that monetary, fiscal and tariff 
policies have nothing to do with prospects for profits, and therefore 
nothing to do with employment, the sooner we forget about them 



Genebal Pbice Level 


79d 


as factors affecting the level of economic activity the better. It*s 
hard for me to believe this is the case. 

With respect to the second conclusion, I should have thought 
that tariff policy would have had considerable to do with the avail- 
ability of dollar exchange to other countries which in turn admit- 
tedly affects foreign demand for United States* farm products. I 
gather the British have rather strong views on this question at the 
present time. 

Supplies of agricultural products certainly will have an important 
bearing on farm prices and returns (conclusion three). Bargaining 
conditions under which farm products are marketed will also have 
a bearing on farm prices and returns (conclusion four) although it is 
easy to over-estimate the possibility of increasing farm prices and 
returns by strengthening the bargaining position of producers. 
There are plenty of examples of this in the agricultural history of 
the United States. 

Mr. Wells* final conclusion, also stated as Proposition 5, is that: 

‘^The chances of maintaming a free, ^dynamic’ economy— that is, of 
minimizing necessary controls or restrictions and maximizmg the free 
enterprise area — are greatest in an expanding economy, probably under 
conditions where many of the partial price or wage levels are slowly rising 
over tune.’* 

I agree with this general view and also with what I take to be Mr. 
Wells* position that there is no reason to believe our “dynamic** 
days are over. In other words, there is hope. 



CURBENT TRENDS IN AGRICULTURAL POLICY 

T, K CoWDEN 
Mickigm State College 

T his discussion of current trends in agricultural policy will be 
confined to agricultural price policy. There are other agricul- 
tural policies more important in many respects than a price policy. 
A farm price support program will not solve the problems of the 
farmer. Agriculture is inter-dependent with the rest of the economy, 
A high level of business activity and production, world peace, in- 
ternational trade and a more stable general price level are some of 
the other problems much more important to agriculture. We must 
remember that in 19S9, in spite of a maze of government programs, 
farm prices were lower than they had been in nearly 30 years, ex- 
cept for the worst years of the great depression. 

We are going to have farm price programs. Although we have 
recently experienced the most prosperous period in American agri- 
culture, we still find almost united support among farmers and 
law-makers for some kind of an agricultural price program. The 
differences of opinion today are not in whether there should be a 
program, but at what levels supports should apply. The basic 
question is, “Are we going to have a support program to protect 
agriculture against low prices — ^with comparatively free markets 
above these levels — or are we going to have govemmentally ad- 
ministered farm prices?” As of today, August 8, 1949, it looks like 
there is about a 50-50 chance either way. For one who believes 
that the free market price has a useful function to perform in our 
society, that 50-50 chance is too close for comfort. 

The current trend is toward higher peace-time supports in agri- 
culture, which likely means more government regulation in agri- 
culture. The trend toward more government is not confined only 
to agriculture, but encompasses other segments of our economy. 
Regulation, in itself, is not necessarily bad; but regulation which 
simply defers a problem or fails to accomplish constructive ends is 
another question. 

The politician goes further than the farmer in demanding things 
of government which will lead to more and more controls in agri- 
culture. Time after time the politician has exceeded the requests of 
farmers from government. A classic example is the current proposal 
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of the Secretary of Agriculture for high support prices, which was 
not requested by any of the major farm organizations. 

It is not the purpose of this paper to point out the shortcomings 
of existing farm price programs. The major weaknesses, as I see 
them, axe that they treat symptoms rather than causes; they will 
require entirely too many governmental controls; and that insuf- 
ficient attention is given to programs to increase the demand for 
farm products. Serious consideration of the demand type of ap- 
proach will likely have to wait until storage stocks become even 
larger, or a considerable slackening in demand occurs. This does 
not mean that economists should cease working on the problem. 
It is recognized that a price program will not materially aid that 
large segment of the people now classified as farmers but who pro- 
duce very little. 

All farm price programs have trends in common; whether the 
Agriculture Act of 1948, the Brannan Plan, a compromise, or any 
other likely farm price program. If farmers accept these programs, 
they should be prepared to accept many of the following trends 
along with them. The higher the price support, the quicker they 
will have to accept these things. Many of these trends are not to 
my liking, but they are presented as I see them. 

(1) The trend is toward more — ^not less — ^government control 
in agriculture. There may be some exceptions as compared with 
the peak wartime control, but not when considered in terms of 
controls as they existed prior to the war. Falling prices will en- 
courage more government controls. These controls may not be con- 
fined to production controls, but may extend to other phases of 
farming. A review of the provisions of sugar le^slation may be 
some indication of what is ahead for other programs. The sugar 
legislation provides for varying payments according to the size of 
the producer; a smaller producer receiving a higher rate per hun- 
dredweight than the larger producer. Persons employed on the farm 
have to be paid wages deemed to be fair and reasonable by the 
Secretary of Agriculture, Deductions from the payments are 
made if child labor is used. Of course, farmers have to stay within 
their acreage allotments. It is very doubtful if farmers can accept 
such programs without also accepting controls. 

(^) The program will accumulate large quantities of storage 
stocks. Personally, I have never worried about the necessity of 
accumulating reserves as long as we have price fixing programs. 
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The unsolved problem is not bow to accumulate stocks, but bow 
to get rid of them when they are priced above, or even at the pre- 
vailing market price, without running into political difficulties. 
This problem needs a tremendous amount of work. 

Farm programs will always be in trouble from the standpoint of 
the economist. The reason farmers want these programs is that 
they do not want to accept a free market price. Consequently, 
when attempts are made to have other than a free market price, 
we will accumulate stocks and be faced with many of the other 
problems that arise when market prices are interfered with. 

(3) In any agricultural price program that we are likely to have, 
there will be production controls. Practically every postwar pro- 
gram written for agriculture berated production controls. Where 
they were given any place at all, it was stated that they are to be 
used as a last line of defense. Such statements were made not only 
by the economists, but by high government officials and farm 
leaders. Yet, as was always evident to some who observed the de- 
velopments closely, we have seen the last line of defense become 
the first line of defense. 

Production controls are part and parcel of a farm price program. 
The business man cannot undertsand why the farmer keeps on 
producing if he has more than the market demands at a satis- 
factory price. His reaction is, “If you have too much, do as I do, 
cut down your production.” This type of thinking is deep-seated 
in the business world. Nearly 80 percent of the Congress of the 
United States — ^which has the final say on these programs — ^is made 
up of lawyers and business men. The experience of the lawyers 
has been in serving business clients. When farmers go to Congress 
for relief, the logical reaction of the Congress is, “If you have too 
much, reduce production.” I do not mean this as an endorsement of 
production controls or an implication that they are the best solu- 
tion possible. It is simply a statement of reality. 

These production controls will become compulsory with the 
passing of time. When voluntary controls fail to accomplish their 
attempted purpose, the next step is compulsory controls. This is 
already evident in some of the crops grown in the South. The tend- 
ency is not to abandon controls when they fail to work, but to add 
more and more controls. This poses some very interesting questions, 
such as : What do you do with the acreages taken out of production.? 
Will these controls lead to an overall marketing quota for the entire 
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farm, rather than quotas for individual products, which permits the 
farmer to switch to other commodities? 

The statement is often made that these programs are democratic 
because it takes a two-thirds approval by farmers before quotas be- 
come effective. This is a slightly different concept of democracy. 
While democracy is based upon majority rule, it is also based upon 
protection of the minority. These programs also place farmers in a 
situation where they will be penalized heavily unless they vote 
*‘right.” 

(4) There will be payments from the Federal treasury direct to 
farmers. These are called by various names; such as, parity pay- 
ments, compensatory payments, production payments, or direct 
payments. It is doubtful if there is any other way to operate a 
program for some of our perishable commodities. Economists are 
not being realistic when they think direct payments would elimi- 
nate production controls. They may eliminate production controls 
if support levels are low enough. But with the kind of support 
levels currently being discussed, direct payments likely will be 
accompanied by production controls. If this is questioned, all you 
need to do is try to figure out a program to maintain a high support 
price on some of our major perishable commodities. ^Remember 
there may be a limitation of funds that Congress would be willing 
to appropriate in order to make up the difference between the mar- 
ket price and the support price. You will find that production con- 
trols will be necessary to reduce the cost of the progr^. You will 
also find that direct payments tehdrtd~makeTt easier to exercise 
controls over the non-cooperators than if attempts are made to 
stabilize prices by government purchases. With direct payments, 
checks can be withheld from the farmer who goes over his quotas or 
produces a wrong weight or type of product; while if market prices 
are maintained, it is more difficult to put the squeeze on the fellow 
who doesn’t go along with the program. 

(5) There will be more centralization in the administration of 
these price programs. Farmers and farm organizations have done a 
lot of talking about decentralized controls, yet the trend has been 
in the opposite direction. It is questionable if a control program 
can be de-centralized! Each area and community wants to get as 
high an allotment as possible. These allotments have to be deter- 
mined on a national basis. Farm prices are determined nationally 
and internationally, not in a local region. 
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There is also a trend to give the Secretary of Agriculture more 
discretionary power. This trend has taken place even though many 
farmers and congressmen have insisted that formulas be set up to 
be used in administering these price programs. The administrator 
himself would be very happy to have formulas so he could go ahead 
and act, then pass the responsibility to Congress for the con- 
sequences of the program. Yet as these programs become more 
complex, it is increasingly difficult to write formulas which will 
apply to changing conditions; consequently, more discretion is 
being left to the administering offices. 

(6) There is a trend in Government pricing programs to pay more 
attention to the unimportant crops, or at least those crops which 
account for a smaller percentage of the total income. Emphasis is 
often placed on the minor crops, such as peanuts, tobacco, raisins, 
tung oil, walnuts and honey. It is easier to administer a program on 
a relatively unimportant crop than it is to tackle some of the more 
complicated problems. Administrators like problems they can 
handle. 

(7) There will be a trend towards greater use of marketing agree- 
ments. At present there are in the neighborhood of thirty milk 
orders or agreements in fluid milk markets. This number will likely 
increase if prices decline. It is interesting to observe how some folks 
bitterly criticize government farm programs in other fields, yet 
endorse milk orders, which contain as much, or more, price fixing 
than other farm price programs. The use of marketing agreements 
for fruits and vegetables, which now contain less price fixing than 
milk agreements, will likely increase, with more pricing provisions 
included. 

For several years legislation has been introduced in Congress 
which would permit the operation of marketing agreements on any 
agricultural product. Legislation, if introduced into Congress year 
after year, quite often finds it way into law. 

(8) The trend will likely be towards use of more export subsidies. 
This raises some very serious problems in the coordination of our 
domestic agricultural programs with our foreign policy. We all like 
to deal in terms of things as they should be, or as we would like to 
see them — ^which quite often is not the way they actually are. 
Perhaps we might give more thought to how to work these subsidies 
into foreign policy so that they will be of the least possible harm. 

(9) The trend has been to start these programs at a comparative- 
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ly low support level and then increase them with the passing of 
time. There are indications that this trend may be reversed by 
starting the programs at a high level, accumulating a lot of controls, 
then lowering the support price but retaining the controls. 

(10) These farm programs are becoming more and more political 
with the passing of time. The current developments are a prime 
example. At one time attempts were made to administer these 
programs on a bi-partisan basis. This is rapidly becoming extinct, 
even at the local level. This type of politics is confined not only 
to pricing programs, but extends to some of our other agricultural 
programs. 

(11) The trend is toward a limitation of the size of the producer 
that may participate fully in the program. Secretary Brannan’s 
plan contained such a limitation. It is not the first time that limita- 
tions have been suggested or enacted into law. This type of limita- 
tion may not be enacted this year, or for several years, but it is 
part and parcel of the deal. If the farmers want these programs, 
sooner or later they can expect differential treatment between the 
larger and smaller producers. In all likelihood, after such limitations 
are established, there will be a tendency to reduce the criteria of 
what constitutes a large farmer. This possibility may pose some 
interesting questions from the standpoint of efficient farm manage- 
ment. 

The trends in current agricultural policy which I have discussed 
are trends as I see them — ^not as I would like them to be. As 
educators in the field of agricultural economics, we have a grave 
responsibility — ^responsibility to point out to farmers what is 
involved in various approaches. We should never cease in our 
efforts to influence these trends into more constructive channels. 



COMMENTS ON AGRICULTURAL POLICY 

Wai/tee W. Wuxjox 
UmvBratty of Wtsconsin 

I QUOTE from the last few paragraphs of Dr, Galbraith’s paper, 
**With the pattern of agricultural policy now being followed 
there is plenty of room for wisdom and for error. . . , The prob- 
lems connected with current policy are not ones of kind but of 
amount. . . . The record amply indicates we can survive the several 
lines of policy with which farmers have sought to counter diflPer- 
ential market power and quite possibly with benefit to the com- 
munity as a whole.”^ This last statement is particularly reassuring 
following the detailed historical analysis presented. Two economists 
never agreed more fuUy than Dr. Galbraith and I on these points. 

I should like to make a few interpretative comments on the cur- 
rent scene, I want to list the six major proposals for change in the 
administration’s controversial proposals for modifying the 1948 
Act. They are: 

(1) Drop the outdated 1910-1914 base period and shift to a recent farm 
income purchasing power goal for determining individual price sup- 
ports, 

(2) Extend the mandatory price support list to include livestock and 
livestock products. 

(S) Implement price supports for perishable products with production 
(compensatory) payments. 

(4) Restrict the price support benefits in so far as possible to keep them 
from encouraging further concentration of farming operations in 
larger than family size units. 

(5) Include mmimum conservation practices as one of the requirements 
for eligibility for price support benefits. 

(§1 Sup]^rt prices at roughly 18 to SO percent above the TninimuTn levels 
specified in Title H of the 1948 Agricultural Act. 

Of Secretary Brannon’s six major proposals for change, in the 
light of my analysis and I believe in the light of recommendations 
of committees of this Association, the first five are distinct improve- 
ments over existing legislation. 

In common with almost all agricultural economists with whom 
I am acquainted, I have doubts about the desirability and feasi- 
bility of Secretary Brannan’s proposal to support prices at 18 to 
30 percent above the minimum levels specified in Title II of the 

1 A paper read before the American Earm Economic Meetings but withheld from 
publication to permit additional work on it. 
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1948 Agricultural Act, But I do not view this proposal with alarm. 
One doesn’t need much political experience to conclude that there 
is little danger that price supports at too high a level will be adopted 
if direct government payments are used to implement any large 
part of them. The real danger is that Congress will not provide 
effective supports at any reasonable level for those products where 
direct payments are the only effective means of implementation. 
Congress simply will not appropriate the necessary funds. 

But a more serious issue emerges from another sector, one in 
which there has been little controversy since 1938. I refer to the 
great reliance placed on production controls carried over from the 
1938 Agricultural Act and extended but not improved in the 1948 
Act. Now Secretary Brannan proposes to extend these same con- 
trols to additional products added to the price support list. The 
continuation and extension of production controls on the 1938 
basis might be overlooked if one could be sure that all other alter- 
natives had been thoroughly explored and found less satisfactory. 
Experience indicates that used in moderation as in the 1930’s 
our American variety of production controls may have results 
precisely the opposite of those expected, increasing the output of 
agricultural products while conserving more of our soil resources. 

In judging future performance we should look at the pedigree of 
these American production controls. They were conceived during 
the frustrating experiences of the Republican Farm Board days, 
born under emergency conditions following the Democratic Bank 
Holidays, and grew to maturity in the miraculously short period 
of five years between 1933 and 1938 in the most unhealthy environ- 
ment of continued imemployment in the history of this country. 
Yet no one raised any objection when both the Republican leaders 
in 1948 and the Democratic leaders in 1949 proposed marrying 
price supports designed for periods of normal economic activity to 
an implementing program of such unhealthy family relations. 

When I tell government administrators that these controls never 
have worked successfully (except perhaps for tobacco) they are 
inclined to agree with me. But then they begin talking about con- 
servation acres — ^idle acres — similar to the provisions of the 1934 
AAA contracts. Leaving aside the debatable question of whether or 
not we are likely to get farmer and public acceptance of effective 
and really restrictive over-all production control programs, I want 
to question their economic value to farmers. Many members of 



808 


Walter W. Wilcox 


this distinguished group have noted that effective farm production 
controls would have anti-welfare effects. I question even their 
economic value to the producers they are designed to help. 

Short-run monopoly gains can be obtained from production 
controls when producers control a large proportion of the total 
supply coming on the market and when the demand for the product 
is inelastic. This latter requirement in effect means that the pos- 
sibilities of product substitution are limited. How many agricultural 
products fall within the above classification? Tobacco, perhaps. 
Cotton, wheat and rice producers must sell a substantial share of 
their product in the world market. They do not control a large 
proportion of the world supplies. They cannot obtain economic 
gains from restricting production except as necessary to meet the 
requirements of government programs. 

Cotton farmers have in effect said to me, “We are not asking for 
a government subsidy. Just allow us to set a fair price on cotton 
(9^ percent of parity) and adopt production controls as necessary 
to maintain that price.’* Without a government subsidy on exports 
or some multiple price plan in addition, I am confident their total 
income from cotton would be smaller as a result of their production 
restrictions. The same is true for wheat and rice although the prob- 
lem of product substitution is much greater for cotton than for 
these two products. In all three cases it is unrealistic and uneco- 
nomic for the producers of these products to restrict production 
in the near future to the amount which would sell in the domestic 
market at the desired price. Domestic producers of these products 
do not have the machinery for raising world price levels. 

The situation for corn at first appears to be different. The entire 
crop is domestically consumed and analyses indicate the demand 
curve to be inelastic. Surely farmers can obtain short-run gains by 
restricting production under such circumstances, but here again 
we run into product substitution and even more important, de- 
mand for meat animals, the end product of most corn, is only 
slightly inelastic. On the technical side a little improvement in feed 
crop production or feeding techniques, would offset any moderate 
production restrictions. 

The point I want to make is that if farmers were given the 
machinery to operate production controls — and no other machinery 
for stabilizing and increasing their incomes — ^while they might 
stabilize their income somewhat they would almost certainly lower 
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it, even in the relatively short-run. The evidence is overwhelmingly 
against the possibility that effective production controls would 
obtain long-run economic gains for farmers. Why then do we use 
production controls as our major method of implementing price 
supports? Before outlining what I believe to be a more promising 
method of implementing price supports let me make a few back- 
ground statements. 

(1) Within the foreseeable future farmers will be producing and selling 
in an environment of high industrial activity Specifically, high 
levels of wages, employment, and economic activity by any prewar 
standards are far more probable than a return to the levels of un- 
employment and business activity of the decade before World War 

n. 

(3) Farm price supports are now an accepted part of the American 
economic scene, and in one form or another may be expected to con- 
tinue to play an important part in our economy throughout the life- 
time of the youngest member of this audience. 

(3) They will be extended to additional farm products as rapidly as is 
politically and economically feasible. 

(4) They will be maintamed at as high a level as permitted by the force 
of economic events. (Most of the political pressure at the present 
time is in the direction of higher price supports, with the notable ex- 
ception of the Farm Bureau and the farm economists.) 

(5) We will continue to separate domestic from world prices for export 
crops much of the time, at least until some new world trade con- 
siderations present their appearance. 

These five propositions constitute my frame of reference when 
considering policies or programs for implementing price supports. 
Another aspect of my frame of reference is a bias toward agricultural 
policies which require as little direct government interference as 
possible with citizen actions — actions of either producers or con- 
sumers. Given these propositions and my bias toward minimum 
government controls I find myself exploring a program of imple- 
menting price supports similar to what I believe some people 
vaguely call the Babcock or livestock program. 

Farmers and farm leaders who lived through the depression of 
the 1930’s fear that we cannot maintain over-all favorable farm 
prices and incomes and utilize our agricultural plant to its full 
capacity. This of course is the crucial question. Although the big 
feed crops of 1948 and 1949 have raised some doubts in my own 
mind I still believe that we can market all we can produce at prices 
which will permit us to maintain a standard of living for families 
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on efficient farming units comparable to the standard of living 
of non-farm families if: (1) our present domestic buying power is 
maintained and continues to grow as it should in an expanding 
economy; (£) if we maintain postwar foreign markets at reasonable 
levels, and (3) if we will devise and maintain appropriate economic 
incentives (prices and supplementary devices) and shift our sur- 
plus resources in our major export crop areas (mainly wheat and 
cotton) into the production of meat animals and dairy products, 

I am not yet ready to subscribe to the theory of total over- 
production for agriculture. 

Let me restate my basic position in simpler terms. I do not believe 
that the loss of foreign markets and the rapid rate of technological 
progress is going to give us total over-production in agriculture in 
an economic sense. I admit the situation looks threatening — and I 
may be wrong. But we should remember several things — ^first, we 
have no assurance that these bumper crops in the Western Cornbelt 
and the Plains states will continue — ^second, the domestic market 
for our farm products in terms of purchasing power in the hands 
of non-farm people has tripled since the prewar years while farm 
production had increased around 40 percent — and finally, the 
shrinkage to a more normal size of the abnormally large foreign 
markets of recent years, if all the resources released were diverted 
to livestock production, would only increase livestock output by 
5 to 6 percent.^ 

In the political debate following the announcement of the new 
proposals many people seem to have overlooked a key element in 
them. This was the proposal to support livestock prices at favorable 
levels relative to other farm prices. This is a reafly new approach 
in the price support field, one which holds promise of encouraging 
more rapid progress toward our national nutritional goals, our 
soil conservation goals and continued full employment at satis- 
factory prices for our American agricultural resources. But in the 
heat of the controversy over the non-economic issues, it looks very 
much as though the baby has been thrown out with the bath water. 
The compromise bill which Senator Anderson introduced, and which 
already has gone through many revisions now proposes to: 

* An annual surplus of wheat of 375 million bushels if converted into livestock 
products would increase livestock production 4 percent— See “'TOat Will We Do 
with Our ^eat Surplus?” by W. W. Wilcox, July 1949, Farm Pohcy Forum Re- 
sources shifted out of cotton and other esport crops would be less than half as 
important as the wheat. 



Comments on AGBicxrimTBAii Policy 


811 


(1) Raise the minmnim support level range for basic commodities to 75 
to 90 percent of parity with. 90% supports required the first year; 
acreage allotments are in effect regardless of the supply of the 
product. 

(2) Include hired labor costs in the prices paid index, thereby raising all 
parity prices 5 to 6 percent at the present time. 

(3) Include daury products, potatoes, and perhaps one or two other com- 
modities in the mandatory support list. Specific authorization for 
the use of production payments on livestock was included in the first 
draft of the bill but has been omitted in later drafts. 

Political forecasters predict that this compromise measure will 
pass the Senate and form the basis of a compromise with the House 
of Representatives, When one applies economic criteria he finds 
that this compromise provides as high or higher price supports on 
the basic crops (the crops in which market surpluses already exist) 
as do Secretary Brannan’s proposals. This new compromise meas* 
ure not only fails to include livestock products in the mandatory 
support list which may not be important, but as a result of the 
legislative history of this biU, specifically dropping the production 
payments feature, it is more restrictive on hvestock price supports 
than the 1948 Act. (The 1948 Agricultural Act authorized the use 
of direct payments as one of the means of implementing supports 
and permitted price support operations on the non-basic commodi- 
ties at the same levels as required and permitted on the basic 
commodities — ^up to 90 percent of parity.) Thus it seems probable 
that we will enter 1950 with legislation more likely to intensify 
and prolong existing maladjustments within our agricultural 
economy than either the existing legislation or Secretary Brannan’s 
proposals. 

If it were politically feasible, from a resource use and national 
welfare standpoint, the commodity groupings should be reversed. 
Livestock products should be supported at moderately high levels 
with a lower support level on the basic crops, but this might not 
give sufiScient income protection to the producers of crops in excess 
supply. Unquestionably any system of price supports must take 
into account the price and income situation for individual producer 
groups. We are apparently committed to maintaining fairly satis- 
factory incomes for cotton producers, e.g., while using other means 
of encouraging them to shift into other lines of production. In 
terms of politically acceptable alternatives, relatively high price 
supports and acreage allotments for key surplus non-feed crops 
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may be the best program available. If acreage allotments for each 
of these surplus corps were set in terms of integrated diversion 
goals, rather than as at present by independent market supply 
formulas we would have the beginning of a farm program adapted 
for the economic times ahead of us rather than our present depres- 
sion-dated model. 

We have lost valuable ground in our current controversy. I would 
like to see administration and farm organization leaders get to- 
gether and work out a program of price supports and implementing 
programs on as wide a basis and at an over-all level as high as but 
no higher than is consistent with full farm production, assuming 
that we will have the domestic and world purchasing power to 
take that volume of production at satisfactory prices except for 
brief cyclical periods. 

But as a precautionary measure I would like to have them set 
up plans for dealing with the situation in case the weather and 
rapid technolo^cal progress do give us more total volume of agri- 
cultural products than can be sold at prices which will give farmers 
satisfactory incomes in relation to the cost of things they buy. 
Production controls should be considered on their merits, but even 
under these conditions I am confident that other implementing 
programs hold much greater promise both for farmers and for the 
general public. I refer particularly to the extension of multiple and 
class price plans for our major export and feed grain crops and 
class prices for some of our key foods. I hope measures of this type 
can be worked out in such a way as to avoid the need for direct 
government appropriations to finance them. Farmers will have little 
confidence in a program that requires large government appropria- 
tions each year. And with good reason. Because of this political 
consideration I place near the bottom of my list of implementing 
programs the Production Payment Plan we have heard so much 
about the last few months. But I place even lower the production 
controls as spelled out in the 1938 Act and as continued in existing 
legislation. 

Parenthetically let me mention that I see no economic basis for 
the widespread belief that artificially maintained total farm income 
at above free market levels leads to ineflScient national resource 
use. I am aware that orthodox equilibrium analysis reaches this 
conclusion, but equilibrium analysis does not take into considera- 
tion the dynamics of technological progress and labor mobility. 
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This point is discussed further in a note in the August issue of the 
Journal. At this time I merely want to emphasize that the impor- 
tant consideration is relative prices and other economic incentives 
within agriculture. If these are kept in the right relation to each 
other and excess resources are channelled into the production of 
products having the most elastic demand schedules, I have no 
fear of adverse resource use effects resulting from modest transfers 
of income from non-farmers to farmers. National resource use in 
the United States is likely to be more efficient under such a program 
using either T. W. Schultz’ or Bushrod Allin’s definition of effi- 
ciency. 

Returning again to the main theme, I would like to have ad- 
ministration and farm organization leaders work out a program 
for a third possible situation. They should have a price support 
and implementing program ready in the event serious unemploy- 
ment develops. Their first program should be designed to care 
adequately for the usual business cycle and weather fluctuations, 
but a program adequate for such circumstances may not be adapted 
for dealing with a major depression. A separate program or a 
series of supplements may be needed. 

Actually the working out of a program for this third situation 
should be relatively simple for we have mistakenly devoted almost 
all our postwar planning efforts to this problem. 

But the crying need at the present time is for a system of price 
supports adapted for functioning in periods of a high level of eco- 
nomic activity. The critical consideration here is facilitating some 
long-time shifts in resource use, particularly away from current 
acreages of cotton and wheat toward larger acreages of grasses 
and feed crops and meat animal and dairy production. 



FOREIGN TRADE POLICY— WHICH WAY?* 

O. B. Jesnsss 
University of Minnesota 

T he favorite bit of advice ofiPered today on our international 
affairs is that * Ve must be reaKstic and start from where we 
are/* This is inescapable. We cannot move from where we are not. 
If we like it where we are and if we like what we have, moving 
elsewhere may have no appeal. If we do not, we ought to be con- 
cerned not merely with moving but with finding a road which 
gives real promise of leading to improvement. Even those who may 
be satisfied with the status quo will do well to do some appraising. 
They may find that the present is not as attractive as they may 
have assumed. They may, in fact, discover that staying where they 
are may involve some troublesome problems or perhaps be impos- 
sible. 

Where are we? World trade, like the Traveller among the Lil- 
liputians, finds itseK bound hand and foot by tariffs, quotas, ex- 
change controls, state trading, and dollar shortages. Fear of war, 
political and economic instability and conflict between ideologies 
cloud the skies. The present situation is to a major extent the 
inheritance of two world wars and a serious world-wide depression 
all within the span of a single generation. These occurrences have 
disrupted production, markets and trade relations. 

What have we done and what are we doing to meet this situation? 
The United States assumed a modest degree of leadership in the 
direction of freeing trade in the adoption of the reciprocal trade 
program in 1934 and its continuation since then. While it is impos- 
sible to appraise all the results of this program with nicety, there 
is reason for assuming that it has played a significant part in slow- 
ing down and, to some extent, in reversing the world trend towards 
economic nationalism. The lend-lease program adopted before 
our entry into the war was a more realistic facing of facts than the 
war loans of the previous war. While TJNRRA fell short of the 
expectations of many, it did help to continue a flow of goods for a 
time after tiie lend-lease program ended. The efforts at international 
cooperation represented by the United Nations have relied heavily 
on our leadership. The Marshall plan is a very frank facing of the 

♦ Miscellaneous Journal senes 671, Minnesota Agricultural Experiment Station. 
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fact that we do have a concern with recovery of production eke- 
where and the development and maintenance of world trade. 

These programs surely point to our interest in international 
cooperation. Whether that concern is sufficiently strong to with- 
stand pressures of short-run domestic interests which may run 
counter to it is something still to be demonstrated. 

What are the bases of our international interests? The growing 
realization that the United States is not a self-sufficient nation 
surely is one of them. Our production in certain lines is expanded 
beyond the capacity of the domestic market so we have real need 
for export markets for both agricultural and industrial products. 
On the other side, we remain dependent on imports of other goods. 
A feature of our international trade is that to a considerable extent 
imports consist of raw materials from the South Pacific and Latin 
America, while exports tend to go more largely to Europe. Bilateral 
trading does not fit our situation. Multilateral trade is necessary if 
our exports are to pay for our imports. 

There is a healthy skepticism among Americans over state trad- 
ing. We have seen how states may ignore costs and use trade to 
help attain political or military ends. Many Americans believe 
strongly in leaving as much economic activity as possible in private 
hands. Foreign and domestic trade are not separate fields but 
different facets of the same thing. Control in one sector leads to 
control in the other. In view of this, it is unrealistic to expect free- 
dom of operation for private endeavor on the domestic scene if 
actual carrying on of international trade is assigned to the state. 
This does not mean that governments have no function to play in 
international trading. Rules for playing the game are essential. 
It is one thing, however, to regulate trade through tariffs, exchange 
rates, monetary measures and the like; it is something else to carry 
on actual trading itself. 

Among those who have any real understanding of the conditions 
confronting the world after the war, there is extensive agreement 
that the European Recovery Program has a vital function to per- 
form. Both the production and buying power of war-tom countries 
were seriously disrupted. There was immediate need for improve- 
ment in the food situation and a longer-run need for the reestablish- 
ment of production and an improvement in productive capacity. 
In spite of short suppKes of such vital materiak as steel in the 
United States, our supplies of both food and raw materiak repre- 
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sented abundance in comparison with Western Europe. The need 
was urgent; the available means with which to purchase in our 
markets were extremely limited. 

The Marshall plan represented a realistic recognition of this 
problem. It saw that the solution called for some direct aid from 
the United States but that such aid would become primarily relief 
unless the European nations themselves assumed major responsi- 
bility for working out solutions to their difficulties. While the pro- 
gram necessarily has had to include some direct relief its major 
feature is a recognition of interdependence among nations in the 
modern world. The program rests on a hard core of reality of self- 
interest as far as the United States is concerned. We are benefici- 
aries as well as benefactors. Our well-being is inseparably linked 
with that of the rest of the world. Prospects for enduring peace are 
vitally affected by recovery of production and trade the world 
over. 

Our questions with regard to the ERP are not so much over its 
objectives as over whether it is going to do enough. Production will 
not be fully restored and problems of dollar shortages will not all 
be solved by the time the present program runs out. Realistic 
exchange relationships need to be established. The nations involved 
will have to be ready to buy as well as to sell if the program is 
going to achieve success. Production efficiencies need improvement. 
Plants need rebuilding and modernization. Too much political 
instability still remains in some of the countries. Nor is it clear that 
everyone in those countries is ready to face up to the hard, cold 
facts which confront them. Governments are not too anxious to 
dwell on such facts because they are not certain of the effect on 
elections. The division of Europe into East and West and the spar- 
ring for power and influence which is under way create additional 
difficulties. How to fit Germany, particularly handled as two 
rather than as one economic unit, is not the least of the posers. 
The pace of recovery in Western Germany creates fear of competi- 
tion which adds complications. 

The International Monetary Fund, the International Bank for 
Reconstruction and Development and other forms of cooperation 
under the United Nations promise to be of material aid in trade 
and other economic relations under more normal conditions. They 
^ not well suited to playing a major role in getting out of present 
<^bnmas. The International Trade Organization, while not fully 
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established as yet, represents at least a step in the direction of 
providing machinery for working out better trade relations in the 
future. The ITO, however, is xinder fire from some who think that 
it goes entirely too far and from others who see too many weak 
spots and loopholes in its present organization and charter. 

Naturally, enthusiasm for ITO is not to be expected on the part of 
those who look with disfavor on efforts to expand trade. How much 
merit there is to the objections of others who feel that its charter 
has been unduly and unnecessarily weakened by too many conces- 
sions is a matter of opinion. Much depends on how the participating 
nations will employ the ITO. If they use it in sincere efforts to 
improve trade relations and seek every means to increase its effec- 
tiveness, valuable results should flow from it. On the other hand, 
if they fall back on its escape clauses and protective devices to 
avoid making needed adjustments, the ITO might interfere with 
rather than aid trade expansion and recovery. This is another spot 
where heavy responsibility rests on the United States to provide 
effective leadership. 

This recital while incomplete shows that the nations of the world 
face Herculean tasks in adjusting their economies to more effective 
international trade and cooperation in the years ahead. One very 
grave danger is that the problems of the moment may loom so 
large that the temptation to yield to expediency may become well- 
nigh irresistible. Unfortunately, such yielding will hinder rather 
than aid the longer-run adjustments. If persisted in, short-run 
expediency becomes long-run policy. 

Because of her importance in world trade and the magnitude of 
her present-day economic problems. Great Britain exemplifies in 
marked degree problems which nations face today in living with 
the world. Great Britain could not have attained a position of 
prominence in the world without trade. 

There may be more than a modicum of truth in the assertion that 
various British lines of production have not kept pace with com- 
petitors in other lands in efficiency of operation. Wars, however, 
certainly have played a very important part in bringing the prob- 
lems of Great Britain to the fore. This is especially true of World 
War n. British production had to be shifted from civilian manu- 
factures for domestic consumption and export to war materials. 
This shift reduced very decidedly the means for paying for imports. 
Moreover, available foreign exchange had to be used increasingly 
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for war materials. Liquidation of foreign investments provided 
added purchasing means for the tune being but that process meant 
a loss of means of payment for imports later. Before the war, Great 
Britain lived on current production plus returns on accumulated 
savings. After the war, it has been limited largely to current pro- 
duction and part of that production necessarily has been directed 
to healing the wounds of war. The British people have had to deny 
themselves many things of foreign origin because they have been 
short of foreign exchange, especially dollars. They also have been 
forced to get along without some things of domestic manufacture 
because it has been necessary to push production for export rather 
than to concentrate on production for home needs. Clothing has 
remained short because woolens represented a conunodity suitable 
for export. British cars have been going abroad rather than being 
sold to home buyers. In spite of this, the foreign exchange and 
domestic production have not been adequate to meet all needs. 
The limited supply of such important foods as meats and fats is 
one illustration of this condition. The “austerity” program in 
vogue in Great Britain rests on some fundamental dislocations 
rather than being something which has been hatched out in the 
fertile brain of Sir Stafford Cripps or something which can be laid 
at the door of the Labour Government. The austerity program, 
however, is only a way of living with a problem, not a remedy for it. 
The remedy lies in procuring the means for satisfying wants more 
fully through greater and more efficient production and its corollary, 
the recovery and expansion of trade. 

The dilemma of Great Britain makes bilateral trading arrange- 
ments appeal to her as a way of getting out of difficulty, at least 
temporarily. One may grant the basis of such an appeal and still 
be concerned lest expediency be permitted to become the bricks 
out of which longer-run policy will be built. The employment of 
such devices may be contagious and the result may be that of 
fettering trade with so many of these arrangements that a return 
to anything resembling real multilateral trade may become a 
forlorn hope. If this should be the outcome, losses in terms of 
lowered levels of living and doubts over prospects for enduring 
peace might become staggering. 

Americans who object to financial aid to Great Britain on the 
grounds that nationalization of some industries have taken place 
in that country need to recognize that the present Labour Govern- 
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ment did not create the basic conditions now calling for aid, and 
that from our standpoint what is done and how it is accomplished 
are much more important than who does the job. But it may be 
well to point out that on the other side socialization by itself will 
not automatically produce the changes required. Unless the British 
people and the British economy accept frankly the fact that lower 
levels of living will continue until a return to higher levels is earned 
by greater and more efficient production and trade, difficulties 
will increase. If the British people expect and demand returns 
that are not available from production, that nation like any other 
will soon find itself outdistanced by countries which face economic 
facts more realistically. The appeal of the “welfare state” lies in 
part on a concentration of attention on benefits rather than on 
costs. As a result the margin separating the “welfare state” from 
the “handout state” may be narrow. TVhile some individuals may 
find it possible to get something for nothing, that is, at someone 
else’s expense, a nation can hardly hope to do so for any length 
of time. 

Great Britain attained its position of leadership in the world in 
a considerable measure because of its role in international trade. 
It is difficult to see how it can regain such a position without ex- 
tensive restoration of multilateral trade. While the urgency of 
immediate problems fosters bilateralism, the British must share the 
concern of Americans over how to restore trade to a multilateral 
basis at the earliest possible time. To be sure, devaluing the pound 
and other steps necessary to a freer movement of goods internation- 
ally involve risks. This is what led Fortune (August, 1949) to ask, 
“Does Cripps perhaps really prefer bilateralism to risk? That is 
the key question about British policy and it is asked with growing 
insistence in Washington, in Britain, and in Europe.” Those who 
view the risks as “intolerable” may do well to ponder the longer 
run consequences which may be e3q)ected to flow from a failme to 
face the present situation. 

It would be unfair to imply that Great Britain is the only nation 
hesitant about taking the steps necessary to economic and trade 
recovery. The nations of Europe appear eager to pin their hopes on 
a future involving sales to their neighbors but less ready to adjust 
their own operations in accord with the basic principles of compara- 
tive advantage. Courageous and far-seeing action on the part of 
European nations generally is essential. The natural tendency is to 
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thiiik primarily in terms of domestic and internal problems and 
solutions. It is difficult to take an optimistic view of European and 
world prospects unless effective action is taken to integrate eco- 
nomic activities- Perhaps it is too much to ask at this time for the 
establishment of a ‘‘United States of Western Europe” in its full 
political and economic import. However, it should not be asking 
too much of Europeans that they bend every effort toward restoring 
trade as well as production and that they face realistically and 
courageously such problems as those involved in achieving stable 
currenpy exchange relationships. Some Americans who are impatient 
with reluctance of Europeans to make needed adjustments con- 
tend that “he who pays the fiddler may call the tune” and insist 
that we should make compliance with the specific program we 
desire a condition of aid. However, if we prescribe the details of 
action, the program and the responsibihty for its success or failure 
become ours rather than being cooperative. 

While recognizing the importance of the attitudes and actions of 
other nations, Americans will do well to realize that our own actions, 
programs and policies may play an even more significant role in 
determining world trade policies of the future. As the world’s 
leading nation, our concern over world peace and order is greater 
than that of any other nation. We have more to lose. Because of 
our position, our leadership is extremely influential. Recognition 
of this fact adds to our sense of responsibility. SeH-interest focuses 
our attention on the need for export outlets in the years ahead and 
war helped to drive home to us our dependence on certain imports. 
The question of dollar shortage is prominent in international dis- 
cussions of the day. The problem of dollar shortage is a consequence 
rather than a cause of international difficulties. It will not be over- 
come unless other countries can and will produce goods and services 
with which to obtain dollar exchange and those dollars cannot be 
obtained by them unless we stand ready to purchase goods and 
services from them. Our attitude towards imports, therefore, is a 
matter of prime importance. 

The United States could not have developed as rapidly and effec- 
tively as it did if capital had not been available to us from other 
parts of the world. The shoe is now on the other foot. This country 
has reached the point where we have capital available for productive 
investment in other parts of the world. However, inducements for 
making such investments will be lacking unless there are good 
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prospects for obtaining and collecting returns on such investments 
through imports. This is a factor which we must bear in mind in our 
future trade pohcies. Our aim should be to do our part in helping 
develop a world of enduring peace, of stable governments, and of 
effective living together among nations, if we are to have the levels 
of living which resources make attainable for ourselves and for the 
world at large. 

A common tendency is to think about our foreign and domestic 
programs as though they were separate and distinct activities which 
can be kept apart in water-tight compartments. This, of course, is 
not true. An important aspect of our policy with respect to foreign 
trade consequently needs to be a recognition of the fact that we 
cannot be unmindful of the effects which domestic programs may 
have on the rest of the world and our relations to it. Too many 
Americans appear to believe that what we do on the home front 
is strictly our business and consequently of no concern to anyone 
else. That view is entirely too narrow. 

If we endeavor to maintain an artificially high price or wage 
structure here at home, it will be necessary to put up barriers to 
competition from other countries. The cry will go up iJiat we must 
“protect** the American level of living and the American wage 
scale. It still is not recogmzed that levels of Kving and of real wages 
depend upon productivity, not tariff protection and trade restric- 
tion. We have difficulty in seeing in full measure the competitive 
problems created for other nations by our comparative skill and 
efficiency of production in many lines. It is anomalous for the 
United States under existing circumstances to be so fearful of 
trade. 

There is direct conflict between our farm price support and our 
international policies. As long as we endeavor to maintain an 
arbitrary domestic price structure for given farm commodities, 
part of the program must be that of keeping imports from coming 
in to break down the scheme and bankrupt the treasury. Agri- 
cultural price support leads to production curtailment and Ameri- 
cans will hardly stand by watching imports come in while some of 
our most productive resources are kept in enforced idleness or 
devoted to less than their best uses. 

The difficulties involved in achieving effective production curtail- 
ment result in the accumulation of surpluses of farm products when 
arbitrarily high price levels are maintained. A common assumption 



0. B, Jesness 


is that a convenient and easy method of disposal for such surpluses 
lies in selling them abroad at whatever prices they will bring. 
This rests on the belief that there is a world market standing ready 
to absorb anything and everything we may see fit to turn loose on 
it. Such an assumption is most unrealistic in the present-day 
world. It overlooks entirely the knotty problem of doUar shortages. 
It does not face up to the vast array of trade barriers found in the 
world today. 

Selling products abroad at less than their domestic price is a 
form of dumping. The nations of the world, including the United 
States, have restrictions against this practice. We have been quick 
to employ countervailing duties when products were dumped onus 
to create situations which we viewed as unfair competition for our 
own producers. Aside from that difficulty, a question also may be 
raised with respect to the soundness of a policy which aims to pro- 
vide others with our products at lower prices than those charged 
our own consumers. This seems to be a doubtful way to safeguard 
American levels of living. 

Moreover, any program involving dumping of American sur- 
pluses abroad to maintain an artificial price structure at home is 
inevitably nationalistic in nature. As previously suggested, barriers 
will have to be raised to keep foreign products from sharing in 
those artificially high prices. In addition, barriers will become neces- 
sary to keep dumped products from returning to our markets. 
This includes not only raw materials but products made from them. 
For example, if we dump cctton, it must be kept from making the 
return trip and in addition our textile industry will demand pro- 
tection against foreign competition on the grounds that cotton 
mills abroad get American cotton at a lower price. Any extensive 
dumping of food products will lead to widespread demands for 
higher trade barriers on the grounds that foreign competitors have 
an advantage in resulting lower living costs for their workers, 
Americans have not yet faced frankly the inherent conflict between 
our programs of price supports and our international policies. 
This observation also applies to some of our officials and legislators 
who are bringing forth proposals involving price support. 

Perhaps it will be suggested at this point that international 
commodity agreements provide the solution for this dilemma. 
While there is room for questioning commodity agreements, one is 
not justified in going so far as to say that there is no opportunity 
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at all for tieir employment. For example, if nations with food or 
other supplies to spare get together on a program of sharing these 
supplies with backward nations having need but lacking means of 
satisfying such need, the program may be very much worth while 
both on humanitarian grounds and as a way to improve productiv- 
ity. But the possibility of using commodity agreements for such 
laudable purposes should not silence us in raising questions regard- 
ing other types of such agreements. Have we given sufficient con- 
sideration to the nature and consequences of these agreements? We 
apparently dislike and distrust cartel arrangements but are not 
some of the proposed international commodity arrangements 
glorified cartels? Markets are to be divided, rights to supply and 
share are to be assigned, and price limits are to be established. 
Will not such arrangements tend to encourage further encroach- 
ment by the state in the actual handling of trading? Will they re- 
quire government controls of supplies and production to make them 
effective? Will they help or hinder desirable adjustments of pro- 
duction and of trade arrangements.'^ Are we not seUing commodity 
agreements to export nations on the argument that they assure a 
market and to consuming nations on the grounds that they assure 
them a supply, without sufficient examination of the consequences 
of such arrangements on the international trade picture and the 
relations of governments thereto? Surely, these questions are of 
sufficient merit to have our most careful study and attention before 
we embark on a program involving extensive reliance on commod- 
ity agreements. 

Pressures being put on EGA and proposals in Congress relating 
to the uses of funds made available to it indicate a disturbing 
trend in our thinking. One of the favorite ways employed by enemies 
of the European Recovery Program in attempting to discredit it 
has been to charge that its major purpose is that of bolstering the 
economy of the United States by creating markets for surpluses. 
To the extent we yield to these pressures, we will give substance 
to those criticisms. Any such development is certain to create 
grave doubt and suspicion in the minds of others regarding the 
sincerity of our purposes. It will weaken our effectiveness as a 
leader. 

If the ERP is to accomplish its objectives, the funds must be 
husbanded for use in purchasing goods which are most essential 
for economic recovery and for reestablishment of more normal 
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interchange and not be misappropriated to provide outlets for prod- 
ucts merely because they happen to be in surplus in an artificially 
rigged domestic market. 

Research in marketing is a center of interest at present. Surely, 
international trade is of such importance to our future that basic 
problems relating thereto are deserving of a prominent place 
among the subjects selected for study. In the work now under way, 
we are giving more attention to finding immediate markets abroad 
than to a fundamental study of what is needed for the development 
of permanent markets. Do we have an adequate picture of what 
international trade will be like after EGA completes its operations,^ 
What kinds and amounts of products may we hope to export? What 
will our import picture be like? How may we meet and solve prob- 
lems of dollar shortages, establish stable foreign exchange relation- 
ships and restore convertibility of currencies? What are the require- 
ments for and problems involved in a return to a greater volume 
of multilateral trade? What are the international ramifications of 
various domestic programs and proposals? Further light on these 
and a host of other problems is needed as guides for both our 
foreign and domestic policy. 

An observation which a discussion of the preceding type may be 
expected to evoke from some quarters is that the views here ex- 
pressed arise from a nostalgic longing for a return to the days of 
yore. But it is not a case of going back to something but a question 
of what we are going forward to. If we are to be fatalists and assume 
that the peoples of the world can do nothing to alter the stream 
of events, then we might as well fold our hands and wait for the 
worst to happen. Few of us will subscribe to any such defeatism. 
We will instead recognize that we can do something about shaping 
the course of future events and that it behooves us to study prob- 
lems and consequences carefully in order that we may act intelli- 
gently, Only to the extent we do so will the future bring a satis- 
factory answer to the question “Foreign Trade Policy — ^Which 
Way?’* 
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P ROFESSOR Jesness points out that there are two roads ahead 
of us in foreign trade policy, an easy but purposeless road 
marked expediency, and a more difficult road which appears to 
backtrack but, he assures us, will lead to a great plain of multi- 
lateral trade and stable world relationships. A dozen years ago we 
were faced with a similar choice, yes, and even two dozen and three 
dozen years ago. Is it any easier with today’s vast proliferation of 
trade restrictions to choose the high and difficult road of reduced 
trade barriers? Can we be any more hopeful now that domestic 
and international prices can be brought together? 

It is appropriate to diagnose the illnesses of free multilateral 
trade. Why did it break down? Professor Jesness has mentioned 
two wars and a depression, but let us be more specific. First, and 
of prime importance, is the impact of the international business 
cycle, with war important in affecting one phase of the cycle. 
Many, many restrictive measures were adopted in efforts to limit 
the extent to which deflation affected a particular country — an ex- 
port-the-depression sort of phenomenon. Second in importance are 
the secular changes in the conditions of consumption and produc- 
tion frequently becoming most serious in a depression. Examples 
would be the gradual expansion of synthetic fibers substituting for 
cotton or a continued rapid increase in rubber production while 
consumption increased less rapidly. To counteract such effects, 
interferences with trade such as the Stevenson Plan and the Inter- 
national Wheat Agreement were enacted. Third is the fear of war 
and food shortages and consequent willingness to accept national- 
istic programs of self-sufficiency. Fourth are the efforts of one 
group or another to improve its price and terms of trade relative to 
other goods and factors through using tariffs, quotas, and the whole 
array of other restrictions. We tend to think of the fourth and forget 
that the other three frequently have set the stage so the fourth 
could operate. Trade restrictions are not solely the result of the 
activity of selfish pressure groups. 

Is there anything in the present international situation to give 
us hope that these same forces will not once again draw the curtain 
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on our efforts to reestablish multilateral trade? Are we even making 
progress towards developing ideas and institutions attacking these 
problems? The business cycle is an important key to the whole 
situation yet none of the specialized international agencies has 
the cyclical problem as its major obligation. We are operating on 
an ad hoc basis attempting to attain stability primarily through 
price on a commodity by commodity basis without really facing 
the main issues. At one stage, the ITO charter gave some considera- 
tion to it but in the final version, the wording was watered down to 
innocuous form, in spite of the protests of Great Britain and other 
European friends. 

I would like to suggest that it is high time we do some explor- 
atory analysis based on the assumption that domestic price support 
programs will be with us for a long time to come. Therefore, it 
behooves us to try to chart a better road, and to put some purpose 
in the general direction of expediency, at least to learn more about 
the several alternatives along that road. It is possible that such 
mapping will discover a circuitous but perhaps politically easier 
route which eventually approaches the plateau of multilateralism. 

A major contribution the United States can make to a long 
time sound world order is to maintain a stable and relatively high 
level of employment and purchasing power. The analysis of this 
problem requires a kit of tools and a body of doctrine which has 
not been well-integrated with the traditional neoclassical theory 
and hence has little to say about eflBcient international resource 
allocation. Many, of course, claim greater realism for this Key- 
nesian analysis. It is easier to develop programs to deal with the 
business cycle on a national level, and such programs will not 
necessarily mesh with policies striving to make the international 
price system function; in fact policy may be developed more 
easily if the various national price systems are partially insulated 
from each other. There is much to be gained by focussing on 
policies which have the maximum international counter-cyclical 
effects rather than on international allocation of resources. Inter- 
national investment, for example, in many ways has been an up- 
setting rather than an equilibrating influence. It is questionable 
whether free international trade, the free flow of investment and 
full employment are mutually compatible within the framework of 
our present economic institutions. There is a tremendous waste of 
resources in a depression, and the world could well afford a little 
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mal-allocation of resources if a depression were thereby prevented. 
It would, of course, be better to avoid both. 

Let me digress for a moment. In analyzing American agricul- 
tural policy at the domestic level, many of us have found it ex- 
ceedingly useful to separate the two problems of resource allocation 
and income distribution. Income goals have been used to sell pro- 
grams to Congress and to the people, programs which gain their 
objectives through modifying resource allocation. By separating 
these two problems far more rigorous analysis is possible, which 
frequently leads to pertinent suggestions for the improvement of 
programs. The study of resource allocation in agriculture is the 
heart of our field of work. To make policy conclusions in this area 
the main assumption is that people prefer an efficient combination 
of resources to an inefficient combination, a relatively easy assump- 
tion. While resource allocation affects income distribution, we have 
found it desirable to study income distribution separately and 
later to put the two together. The assumptions necessary for policy 
conclusions with reference to income distribution are more contro- 
versial. Usually we do not come to an agreement, but rather limit 
our disagreement by attacking only the extreme variations in in- 
come which are socially unacceptable. 

You are all familiar with the conclusions arrived at by these 
methods of analysis. Agricultural and other public programs should 
function in such a way that the price system can operate effectively 
in its proper role — ^that of allocating resources in relation to the 
values of the marginal products. A considerable variation in the 
personal income distribution may result, but in general, the net 
social product is maximized. If this resulting income distribution 
does not fit the pattern that society deems desirable, other meas- 
ures are suggested to redistribute the social product. Progressive 
income taxes, public education, and relief measures are well- 
known examples of such measures, with direct payments a more 
recent addition. 

In the international field we have not really applied this two 
way analysis rigorously. Attention has been concentrated on the 
allocation of resources, and on somehow reestablishing the inter- 
national price system. But in the last two decades, we have seen 
how all nations have been unwilling to permit the price system to 
function, primarily because the resultant distribution of income 
between nations and within nations was unacceptable to them. 
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Various steps were taken in attempts to improve their income 
situation, even though many recognized that the net world social 
product was thereby diminished. Yet, in our analytical work, we 
have unconsciously said, ‘Whatever international distribution of 
income results from eflSicient international resource allocation is a 
desirable and proper distribution.^^ If the rubber producers of 
Malaya find the price of rubber declining from 25 to five or 10 
cents per pound, they will be strongly tempted to limit marketings 
so as to raise prices and maintain incomes. The classical free trade 
answer opposes this and suggests that other lines of production 
should be developed. The long-run world social product would be 
maximized. To the rubber producer this is no answer at all since 
rubber is his source of income. Farmers, laborers, and others have 
refused to accept such dicta on the national scene; we can hardly 
blame nations and policy makers for rejecting it internationally. 

Studies by Colin Clark^ suggest that the differences in national 
income between industrial and primary producing countries are 
becoming wider. Yet we have not developed any institutions spe- 
cifically designed to deal with this problem. We have adopted 
measures which change the international distribution of income, 
some consciously and others unconsciously. Professor Jesness 
mentioned Lend-Lease, TJNRBA, and the Marshall Plan, which, 
through exporting food and capital goods divert income from 
American to foreign recipients. But we have been telling ourselves 
that these were loans or temporary measures until reconstruction 
has been largely completed. Affecting income distribution in the 
reverse direction are the price support programs which we and 
others have put into practice. Assume for the moment that such a 
program in the United States supports wheat at 25 cents above 
the equilibrium price. Within the probable elasticities of supply 
and demand in the short run, income is transferred from the wheat- 
consuming to the wheat-producing countries including ourselves. 
In the long run changes in resource allocation would expand wheat 
production in most countries, and income would be transferred 
from wheat importing countries to wheat exporting countries or 
from wheat consumers to wheat producers in the foreign consuming 
countries. 

It is interesting to discuss the effects of an export subsidy by the 

^ In CondhionB of Economic Progress, Seeaho T. W. Schultz, Food, AgrimUure, and 
Jou&sjlL, February, 1947. 
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United States of exactly 25 cents per bushel. Under the circum- 
stances above, it would neutralize completely the effects of the 
domestic price support program on international resource alloca- 
tion and on international income distribution. An export subsidy 
such as this would keep the price support program entirely within 
the United States, except as wheat farmers in the United States 
might spend their additional income differently for imported goods 
than those who would otherwise have received the income. Thus 
if we assume a continued price support program probable, we find 
a role for the export subsidy. However, foreign nations would still 
consider the 25 cents to be an ejiport subsidy against which retalia- 
tion would be justified. And obviously it would be difficult to de- 
termine the exact amount needed to offset domestic price programs, 
or once in operation, to keep such subsidies from becoming several 
times the amount needed to neutralize them internationally. 

These considerations suggest that we need to face squarely on a 
multilateral basis the questions, “What sort of international dis- 
tribution of income is socially desirable? How far and in what way 
can the United States contribute to this desirable income distribu- 
tion?” We and other nations have an income tax designed to re- 
distribute income among the people within our national boundaries. 
Logically, is there any reason why this redistribution should stop 
there? 

We must recognize and deal with programs such as the now dis- 
carded Brazilian valorization of coffee, the West African Cacao 
Marketing Boards, or om* own agricultural programs. If we were 
prepared to consider supplementary world income programs on a 
permanent basis, it could ease the problem of providing for a more 
efficient international distribution of resources. In the main, the 
United States has avoided using its economic strength as an inter- 
national political weapon. If we were to pass a tariff on coffee, 
cocoa, and other tropical agricultural products to be applied as 
other countries discriminate against our goods, this bargaining 
weapon could be very effective in limiting the efforts of many 
Latin American countries in subsidiring competitive agricultural 
and industrial development. But such a weapon is dangerous and if 
unsuccessful, would end by increasing the price American consum- 
ers pay for these imported goods. Furthermore, as Professor Jesness 
points out, such bilateral trading does not serve us well with our 
major customers in other areas. A safer weapon though still sub- 
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ject to considerable dangers of political manipulation and favor- 
itism and to legislative criticism, would be an income supplement 
between nations recognized as such. Such income supplements 
might operate through any of the familiar foreign aid programs 
already in operation but all integrated on an international basis 
and across commodities to move toward definite specific goals of 
social action; and made conditional upon positive measures for 
freeing the international price system of its many restraints and 
thus leading to better international resource allocation. Under the 
European Recovery Program it is in precisely this way that much 
of the progress in reducing European trade barriers has been made. 

Clearing a road such as suggested is fraught with danger. Yet if, 
in spite of our efforts to turn into the high road proposed by Pro- 
fessor Jesness, we do continue in the zone of expediency we need 
to at least explore the criteria by which a better course can be 
charted. The existence of surplus supplies and the embarrassment 
of a government agency is certainly not an adequate basis for de- 
termining what to sell. But unless other criteria are developed, 
these are the ones which will be used. There are difficulties involved 
in determining what would be socially and internationally accepted 
as an improved distribution of income (it is not necessary to deter- 
mine the ideal distribution). Areas where population is at or close 
to the Malthusian level would need to be handled separately. 
However, if by using direct payments of some type it would be 
possible to decrease the desire of most nations to warp international 
trade to their own advantage^ positive gains would occur in total 
production as world resources were used more efficiently. These 
will repay part or perhaps all of the subsidy. The expansion in pro- 
duction plus the income supplements could become a powerful 
impetus leading toward a better world order, leading us by a cir- 
cuitous route to the plateau of multilateral trade. 

In bringing these ideas together, the following items seem worthy 
of consideration and further discussion. 

(1) It is imperative that the cyclical problem be settled before 
any real progress can be made toward efficient international trad- 
ing. Otherwise the first sign of a depression will be the signal for 
the intensification of quota and exchange controls either within or 
outside the ITO. 

(^) Specific attention should be given to the problem of desir- 
able world income goals on a multilateral basis. All existing inter- 
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national programs and possibly new ones would need to be re- 
vamped into an integrated program leading towards definite long 
time goals and not a series of separate and conflicting ends. 

(3) Domestic agricultural programs in the United States should 
not operate to tip the terms of trade to our advantage. This, of 
course, assumes that the United States is at the top of the heap as 
far as income is concerned, and can afford to give up any measures 
which further increase its differential advantage. 

(4) International programs should have a minimum effect in 
directly influencing resource allocation, but should be made con- 
ditional upon moving towards the elimination of existing wholesale 
interferences with international trade and the international pricing 
system. A difficult problem in such a program is maintaining inter- 
national self-respect and continued efforts on the part of individual 
nations toward solving their own problems. Great Britain is a case 
in point. 

I concur fully in the desirability of the goals and conditions of 
trade which Professor Jesness discussed as long time resource goals. 
We have made tremendous progress in the United States in our 
attitude towards international trade, yet in the world as a whole 
there is ample evidence of a less then wholehearted acceptance of 
the ideas of trade. The International Trade Organization has not 
been fully accepted. Considerable unrest is being generated as one 
industry after another here and abroad begins to feel the impact 
of the tariff cuts negotiated at Geneva. It is time to try some dif- 
ferent techniques to lift ourselves from the morass of restrictionism 
into which the world has sunk. The road I suggest exploring leads 
dangerously close to the swamps of wholesale state interference in 
trading. If we lose our footing we may be worse off, but if success- 
ful, we will find that we have made real progress towards reestab- 
lishing a world trading system on a basis which has a larger measure 
of permanence. If we are to progress towards free trade, it is es- 
sential that we attack the problem of income changes over time and 
the problem of income differences between nations. Lacking this, 
the next economic crisis is likely to add further to the array of 
devices used in restricting trade. 



FOREIGN TRADE PROBLEMS— FURTHER COMMENT 

Chables M. Elkxnton 
Washington State College 

C AN the United States fulfill its avowed determination to estab- 
lish world conditions conducive to a high level of multilateral 
trade? The ^gean stable of world trade is still heavily laden with 
exchange controls, import quotas, export subsidies, bilateral agree- 
ments, unbalanced trade, and restrictive internal economic policies. 
Notwithstanding our notable postwar extensions of foreign aid, 
the creation of the International Trade Organization and the world 
bank and monetary fund, the task which we have assumed remains 
truly Herculean. 

In assaying this task and considering the signposts ahead, it 
appears essential to review a few postwar trends and current 
factors in the foreign trade picture. The United States has invested 
heavily in postwar world reconstruction and recovery. Govern- 
ment grants and credit extensions between July 1, 1945 and the 
end of 1948, totaled more than $20 billion, approximately half 
the total being in each category.^ Leading recipients of this aid 
included the United Kingdom ($5.4 billion), France ($2.8 billion), 
Germany ($1.8 bilUon), Italy ($1,4 billion), China ($1.6 billion), 
and Japan ($1.2 biUion). The goods and services represented by 
these grants and credits contributed notably to the rapid recovery 
of production in many countries. However, they were insufficient, 
when combined with the exports of the recipient countries, to 
balance the cost of heavy import requirements of these areas. 
Consequently, foreign gold reserves and short-term dollar balances, 
other than those of the U.S.S,R., decreased an estimated four and 
one-third billion dollars during the two years 1947 and 1949 and 
now are down to an estimated total $14 billion.^ By the close 
of 1948, several coimtries, fearful that heavy gold and dollar drains 
would shortly jeopardize their limited internal financial stability, 
tightened import restrictions. This action was largely responsible 
for the reduction of United States exports of goods and services 
from almost $20 billion in 1947 to $15 billion in 1948. United States 
imports of goods and services, on the other hand continued to rise 
in 1948 and the net United States balance on goods and services 

^ This aid induded $10,471,000,000 in grants and $9,668,000,000 m the form of 
h»ans and credits. Source: Clearing Office for Foreign ^ansactions, XJ. S. Depart- 
ment of Conunerce. 

* Federal Reserve Bzdletint May 1949, p. 485. 
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account dropped from the $11.3 billion high point in 1947 to $6.3 
billion in 1948. United States credit advances and donations, gov- 
ernmental and private, accounted for all but $100 million of the 
foreign trade balance deficit in 1948. This trend of events has con- 
tinued on into 1949, as many of our leading customers seek non- 
dollar requiring sources of supply or bilateral balancing agree- 
ments. About one-third of our reduced exports are made possible 
by credit and donations to our customers. 

Several writers at home and abroad have expressed some satis- 
faction with the strident effort of foreign areas to balance their 
dollar accounts.* At best, this is a short-run adjustment to meet 
the current crisis and in no sense solves the longer-run problem 
of increasing the volume of world trade and creating conditions 
approximating international equilibrium. 

Looking ahead several important and closely related questions 
must be raised. Is the world dollar shortage to continue as a chronic 
brake on world trade Are United States imports about to level off 
or will they continue to expand and thus contribute to the solution 
of the problem of international trade stability? Will United States 
credit policies meet the needs of the world in the decades ahead or 
will we increasingly restrict our assistance to military aid and 
economic advice? Can internationally administered exchange rates 
be effectively managed so as to stimulate world trade? Can internal 
economic policies, at home and abroad, accomplish high level em- 
ployment and production and also be consistent with an expan- 
sionist foreign trade policy? 

There exists a remarkably close historical relationship between 
imports and industrial production in the United States.^ Although 
on the increase, our imports of goods and services are probably $21 
billion below the level which could be espected, given a con- 
tinuation of the United States import-national income ratio of 
the past, and United States industrial production and national in- 
come at their recent level. Limited foreign production of goods and 
services complementary to the United States economy during the 
first postwar years, and United States import restrictions have 
largely shared the honors in holding down United States imports. 
Assuming that our present economic adjustment does not carry 

» Dembity, L. N., and Hirsdrman, A. E., “Movement Toward Balance in Inter- 
national Transactions of the Umted States,” Federal Reserve Btdletin, May 1949, 
pp. 480-483. 

* Ths United Stedes in the World Ecommyt 19Jj^3, United States Department of 
Conunerce, p. 39. 
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our real income much below the present level and that it will sub- 
sequently rise, and assuming further that we will continue to relax 
import barriers, especially quota restrictions, the prospect for ex- 
panded imports appears reasonably good. To the extent that such 
a development takes place, the need for future donations to foreign 
areas will be reduced. 

If properly timed and skillfully adjusted, changes in exchange 
rates may well encourage trade expansion and foster conditions of 
international equilibrium. The charter of the International Fund 
makes quite clear the intentions of the member countries to collec- 
tively employ exchange rate adjustments in support of foreign trade 
equilibrium without impairing the level of economic activity in 
the separate economies. The fact remains, however, that appropri- 
ate and mutually acceptable exchange rate adjustments remain a 
highly complicated task. The United Kingdom resisted devalu- 
ation of the pound in the postwar years in spite of pressure to 
effect the adjustment. While world markets were strong and readily 
accepted the total of Britain’s exportable surplus, she had nothing 
to gmn from deliberately worsening her terms of trade. With ex- 
panding output and softening world markets the British Govern- 
ment and officials of the monetary fund must still carefully evalu- 
ate the nature and degree of disequilibrium, the elasticity of de- 
mand for United Kingdom exports, the elasticity of imports, and 
the cross effects of prompt devaluation of many other currencies 
which followed the downward adjustment of the pound. It is 
more than likely that the demand for United Kingdom exports 
and the United Kingdom demand for imports are relatively 
inelastic, at least in the short run. Assuming that a moderate 
or substantial devaluation of the pound might give some aid to 
the hard pressed British economy, it would not likely solve her 
major problems, including high cost of power and raw materials 
and production inefficiencies. 

The time is here when members and staff of the International 
Fund must demonstrate the ability of tbat organization to con- 
tribute to monetary conditions favorable to full and stable inter- 
national trade. It must be realized, however, that the Fund is not 
equipped to solve all or even the major problems barring the path to 
international equilibrium. The first prerequisite to high level and 
balanced trade is a high and sustained level of economic activity in 
the principal trading nations of the world. An important element 
in achieving expanded production at home and abroad during the 
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next decade or two will be tbe foreign lending policy of tbe United 
States. The fact that United States loans and credits abroad during 
the last four years totaled no more than $10.5 billion must be at- 
tributed in part to the fact that our donations were roughly equiv- 
alent to that figure. Sharply expanded United States foreign loans 
during the next decade or two would offer at least the following 
gains: 

1. Remove foreign reliance on United States Government dona- 
tions by 195£. 

2. Alleviate the current and prospective balance of payment 
crises more or less chronic in a number of important trading 
countries, and reduce the time until the dollars, pounds, francs, 
lira, and other currencies of the world can be freely converted. 
This development would free Canada and may other countries 
from an extremely serious balance of payments problem which in 
turn jeopardizes their mternal economic stability. 

S. Give necessary support to the United States policy of ex- 
porting technical know-how. The fourth point in President Tru- 
man’s inaugural address, the so-called Bold New Program, if thus 
carried out in truly bold fashion would enable many underde- 
veloped countries to sharply expand their efficiency and level of 
output. This in turn would go far toward assuring an unprecedented 
level of international trade. 

4. Create a sustained and high demand for United States in- 
dustrial and agricultural products which are geared in production 
for a world market, 

5. Stop the strong present trend toward bilateral trade agree- 
ments. An adequate supply of dollar exchange would no doubt go 
far toward removing the incentive for bilateral trade and ex- 
change clearance. Such loans may well come from both govern- 
mental and private sources to the extent of $5 billion to $10 billion 
a year. A broadening of the Charter of the International Bank for 
Reconstruction to enable that institution to manage such increased 
credit activity may be the most desirable step. 

At this point I would like to pay brief respects to United States 
farm policy and its relation to our expansionist foreign trade policy. 
Support price and export subsidies are in obvious conflict with our 
goal of increasingly unrestricted multilateral trade. A shift of 
United States farm programs away from support prices to farm 
income support would resolve in large measure this fundamental 
inconsistency. If, however, the political roots of farm prices sup- 
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pofts are deep, an early and full solution of tliis problem does not 
appear in tbe oflSng. The Implications of price supports as they 
imping on foreign trade policy is strikingly exemplified in a recent 
potato incident* The United States granted Canada a three and 
one-*half million bushel potato quota as a part of our reciprocal 
trade understanding. As these potatoes came into the United States 
and benefited pricewise from our support price program, American 
potato interests lodged strong objections. The political pressure 
became suflSciently strong to induce the United States government 
to ask the Canadian Government to release us from our quota 
commitment. Such procedure must shake the faith of other coun- 
tries in our ability to carry through on our trade commitments. Ex- 
port subsidies likewise invite retaliation and bode no good for liberal 
trade objectives. However, to the extent that international com- 
modity agreements cover basic commodities, to which United 
Stat^ subsidies are commonly applied, the major foreign objection 
to subsidies may be removed* In fact export subsidies become an 
essential feature of the program when, as in the case of wheat this 
year, the United States support price is above the maximum price 
provided for in the international agreement. Whether or not the 
wheat and other agreements will serve to expand trade and effect 
a distribution of the world^s production along comparative cost 
lines remains to be seen* In the event of sharply declining prices 
and apparent excess world stocks of agreement commodities, there 
will come a severe test of this technique for avoiding the collapse 
of prices and, even more important, avoiding the uneconomic 
policies which were commonly applied to basic commodities in 
many countries during the 19S0**s* In light of the basic commodity 
market experience of recent decades and the uncertain status of 
international trade at this time, international commodity agree- 
ments could well be more hope than menace for future trade and 
economic peace. 

Economic policies designed to encourage a high level of balanced 
foreign trade can contribute greatly to the material well being of 
this and other countries as well as economic and pohtical peace in 
the world. Have we in the United States the collective wisdom and 
courage to continue and augment the world leadership which we 
have assumed in the realm of international economic policy in 
recent years? It appears not altogether unreasonable to assume 
Ifaat we do and in this, there is hope for the future. 



IMPLICATIONS OP PARTICULAR ECONOMICS IN 
AGRICULTURAL ECONOMICS METHODOLOGY* 

Eabzi 0- Hbiadt 
lama College 

T here are two kinds of specialists in any field of science. 
One is the “tool-maker,** who develops fundamental principles. 
The other is the “tool-user,** who applies fundamental laws to 
specific problems. In economics the theorist is the “tool-maker** 
while the agricultural economist is a “tool-user.** Obviously, it is 
also desirable that ‘Thtybrids** exist or that the “tool-user** stop to 
fashion tools which are needed but are not available. 

Agricultural economics is simply economics applied to agricul- 
ture. It draws upon economic theory for its basic laws and analyti- 
cal models. Few if any laws have emerged from empirical research 
in agricultural economics which were not already explained by or 
implied in the lo^c of economic theory. Economic theory, like all 
the theoretical sciences, is a deductive science. The deductive 
theorems of pure economics are the hypotheses or models to be 
subjected to empirical test in the various phases of applied eco- 
nomics. 

It should be emphasized, however, that the important relation- 
ship of theory to applied economics is not one of simply developing 
new theorems to be proven or refuted by empirical analysis. While 
useful and necessary, this step can be one of idle curiosity. Theory 
should not be looked upon as an end or an art in itself. Conversely, 
the function of applied research is not solely one of searching out 
new models and theories in pure economics to be duplicated m or 
refuted by empirical observation. The important relationship is 
instead one of selecting an important problem in life and then 
drawing upon the appropriate model which provides the logic 
underlying the theoretical solution and suggests the pattern of 
empirical observation. 

The important contribution of theory to empirical study can 
best be visualized by outlining the five fundamental steps in empiri- 
cal research and the part that analytical models play in each. 

I. Formvlating a 'problem. A problem can be defined in either of 
two related but yet distinct manners, (a) In terms of the doubts 

* Journal Paper No. J171J of the Iowa Agricultural Experiment Station* Ames, 
Iowa Project No 1085. 
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confusion^ or unoertairdy that faces individuals or society. Here a 
problematic situation is ordinarily identified through the expression 
of felt difficulties by individuals or groups. Problems delineated in 
this fashion are of the practical sort (although no more important 
than those outlined under b) and ordinarily call for immediate 
solution.^ (b) In terms of departure from ideal or optimum conditions. 
This method of problem formulation might be termed the “nor- 
mative” approach. The equilibrium conditions of economics serve 
directly in identifying and outlining problems. Equihbrium explains 
the conditions under which a given end is maximized or fully 
attained.® Deviation from this ideal or optimum (relative to a given 
end) is indicative of a “problem.” The solution lies in determining 
the reason for deviation of the existing state from the theoretical 
{or empirical) optimum and explaining the means of moving from 
the former to the latter.® 

Obviously, there is a great deal in common between the confusion 
(a) and equilibrium (b) methods of problem formulation. Indi- 
viduals or groups express doubt or uncertainty about the existing 
order because it departs from a state which they believe is the ideal. 
In this vein the two methods are identical. Certainly, a great many 
significant problems are “uncovered” in this fashion. However, 
under the confusion method the problem is present before it is 
recognized. Identification of problems by means of ideals or opti- 
mums more nearly allows their anticipation and solution before 
the crystallization of a “problematical” situation by the public. 

n. Formvlaling hypotheses. Given a problem, the most important 

^ The two concepts of a problematical situation are more nearly identical if the 
“confusion,** “doubt,** or “felt diflEiculty” is in the nund of the research worker 
rather ^an conveyed to him by other individuals. Emphasis is on the fact that 
economic theories or models delineate problems m and of themselves. The body of 
theory acts both as a st<rck of (a) calipers for indicating problems and (b) hypotheses 
for their solution. The important reason that these “convenient tools** relating to 
real life problem are available is simply because in the past they have been de- 
veloped to solve real economic problems which faced (and continue to face) indi- 
viduals and society. In physical sciences some of the more important discoveries 
grow out of abstract notions of an optimum which is not attained (in contrast to a 
direct expression of a problem by individuals other than the scientist ) 

* The relativity of means and ends should be recognized at this point. Ends m 
economics are often not ultimate ends but only intermediate ends — ends to be 
attained only as means to more nearly ultimate ends. In this vein, the ends which 
we mention here need not be ultimate ends. Too, our use of the term "normative** 
refers to the ideal expressed by maximization of this end (whether it be interme^ate 
of ultimate). It does not refer to “what ought to be **m an ethical sense. 

* Besearch is of ultimate social value only as it provides answers for this step 
This is the "policy** recommendation It is equally importmit for mdividual Brms, 
individual consumers, and sodety. 
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step in research is formulation of hypotheses or theoretical solutions. 
Herein lies the design of the entire empirical procedure. Again, it 
is the general or basic laws of any science which function as models 
and hence provide hypotheses which guide the various empirical 
phases of investigation. The use and adaptation of theoretical 
models is one of the most neglected steps in empirical research. 
Without a theoretical solution the probability is small that one 
will be found in reality. In a practical vein an analytical model can 
be looked upon as a mental picture of the relationships (qualitative 
and quantitative) involved. The model also suggests conditions 
which must hold for maximization of a given end and thus indicates 
the kind and quantity of data necessary for its solution. Models 
are employed in all sciences and may be of either a physical or a 
mathematical or abstract type. 

HI. Designing empirical procedures. This step includes specifica- 
tion of (1) the evidence needed, (2) the statistical techniques to be 
employed, (3) the design of the sample or experimental method, 
and (4) tests of significance (or bases under which the hypotheses 
will be accepted or rejected). These aspects of empirical procedure 
should be decided upon before data are collected (in contrast to a 
common sequence whereby data are assembled and then questions 
of the appropriate statistical technique are examined). Yet these 
are given automatically once the analytical model is specified in 
step n. The appropriate statistical techniqtie is given once the 
applicable model (h 3 q)othesis, theory) is formulated. In turn, the 
appropriate (a) sample or experimental design and (b) test of signifi- 
cance is given once the appropriate statistical technique is deter- 
mined.^ 

IV. Assembling and processing data. This step is largely routine. 
It involves implementing the thinking which has taken place in 
steps I, n, and HI through selecting the sample, devising a ques- 

^ If the model involves fimctional relationships, as m economics, it specifies (1) 
use of regression analyses as the appropriate statistical techniques which in tmn 
specifies (S) a sample stratifi.ed by the independent variable and (3) tests of sig- 
i^cance of (or between) regression coeffiaents. If the model involves discrete popu- 
lations and attributes it impHes (1) use of means and frequency distributions as 
appropriate statistical techniques and hence (S) a random sample and (3) analysis 
of variance or chi square as tests of significance A model indicating a closed system 
and a simple relationship between a dependent and independent variable w^ould 
specify a single-equation, least-square regression analysis. A model indicating a 
system of interacting economic forces and jointly dependent variables would 
specify apphcation of simultaneous equations. 
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tionnaire, enumeratiBg data^ etc. Too much research is initiated 
with step rV (data collection is substituted for thinking). 

V. iTiterpretifig firdings. Interpretation of findings requires both 
statistical (mathematical) and economic analysis. 

The important role of analytical models in applied research is 
now apparent. They provide imagination at every turn and func- 
tion to systematize problems, express hypotheses, and outline 
empirical procedures. These elements of investigation are not 
distinct but flow simultaneously from single models. Greater 
recognition of (1) the fact that economics is the basic science under- 
lying agricultural economics, and (2) the role of the appropriate 
analytical tools in empirical procedure would do much to systema- 
tize empirical research methods and findings. There is evidence 
that economic studies are made in agriculture without recognition 
of the relevant economic relationships. 

Scientific Objectivity 

The role of theory can hardly be restricted to use as a guide in 
empirical research. There are numerous economic problems where 
little foundation exists for empirical analysis. In some instances 
appropriate models have not been developed. In others, the com- 
plexity of the models is too great for currently available statistical 
techniques. The impossibility of quantitative observation or control 
of phenomena also is one of the more important conditions which 
excludes their application to empirical material. Then, too, there 
are areas in which the logic of economic postulates is obviously 
valid and needs no empirical verification even though it be possible. 

Finally, perhaps the most important problems in life must be 
*^solved” without empirical data. We cannot wait to the facts 
speak for themselves’* simply because all the facts will never be 
available. Quantitative data are not available for telling farmers 
how to combine each infinite unit of resources. Nor are they avail- 
able for fashioning a ‘"perfect” national poEcy. Economic logic 
rather than empirical analysis must provide the guide in the greatest 
nuTvher of individual and national economic problems. Economic 
principle provides the vehicle whereby scientific objectivity can be 
attained even though the analysis must be in terms of systematic 
logic. 

To be certain, empirical research is not always free from bias, 
personal evaluations and distorted inference. "Tacts” are frequently 
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more open to bias than mental deduction. However, disagreement 
between **facts^^ can always be resolved by further observation and 
refined statistical treatment. Resolving conflicts is not so simple 
where analysis is possible largely or only in the form of scientific 
deduction. Yet scientific objectivity is possible even here; findings 
can have interpersonal validity in the sense that (1) two or more 
individuals analyzing a given problem can arrive at mutually 
consistent solutions, and (S) the aTialysis of any one individual is 
apart from his own personal beliefs, judgments, and values. The 
role of economic principle in guaranteeing scientific objectivity 
can best be visualized by reviewing the major conditions which 
give rise to conflicting solutions: (1) The investigator does not em/ploy 
systematic logic or deduction in his analysis bvt instead generalizes 
from isolated personal experience and judgment. The difficulty 
here is not that the individual attempts to incorporate his own 
system of values into the analysis but that he fails to employ 
scientific thinking or the rules of logic. Personal experiences are 
valuable in formulating hypotheses. However, “hunches,” “beliefs,” 
or “judgments” based on a “restricted sample” seldom provide 
the basis for broad generalizations. The underijdng assumption here 
is always that the “conditions” surrounding the “experience” are 
identical with the “postulates” of the problem in hand, (^) Problems 
are defined in respect to different (levels of) ends. Disagreement in 
solution may arise because investigators do not define their problem 
relative to a given end in the means-end scale. For example, in the 
economics of the individual, one research worker relating his prob- 
lem to the end of profit maximization (an intermediate end) may 
rightly suggest that the farmer work more hours, use his labor 
“more efficiently,” and hence increase income. A second investi- 
gator, relating his problem to viility maximization (a more nearly 
ultimate end), might correctly recommend that the farmer do 
less work and utilize labor ^less efficiently” if the utility sacrificed 
through a decrement in money income is less than the increment in 
utility gained from working fewer hours. Disagreement in findings 
arises here not because the investigators (a) fail to employ scientific 
logic or (b) introduce personal value or bias, but rather because 
the problem is defined relative to different ends* (3) Arudysis is in 
terms of the individuctPs valuations or vested interests. Research 
workers, like other individuals, are members of specific social and 
economic groups; they are Democrats or Republicans, farm owners 



842 


EarI4 O, Hbaby 


or salaried workers, investors in sheep ranching or stockholders in 
synthetic textiles. Further, vested interests also grow up and are 
perpetuated in universities and other educational or scientific 
organizations. These various conditions expose investigators to 
influences other than pure scientific objectivity. Economic policy 
analyzed and evaluated by individuals in terms of their own inter- 
ests and norms necessarily leads to varied conclusions. Lack of 
agreement here grows largely out of conflict in ends at the same 
level in the means-end hierarchy. 

Economic theory provides a common logic whereby scientific 
objectivity and interpersonal validity of conclusions can be guaran- 
teed even in the absence of empirical analysis. The laws or theorems 
of economics are deductive set of propositions derived by the rules 
of logic from basic propositions called assumptions or postulates. 
It is these laws which fashion patterns of uniformity into a coher- 
ent system. However, since alternative hypotheses or theorems are 
possible, depending on the underlying postulates and the end which 
serves as a frame of reference, mere application of economic 
theory is not a sufficient condition for attainment of mutually 
consistent solutions. It is also necessary that (1) the problem be 
defined relative to a ^ven end and (2) the underlying assumption 
and postulates be stated and reconciled.® Accepted economic 
principle provides this framework for interpersonal validity of 
findings. 

Branches of Economics 

Two main branches of modern economics are “microeconomics” 
and “macroeconomics.” Microeconomics deals with particular 
firms, particular households, particular industries; the price, 
demand, or supply of specific commodities; the productivity of or 
returns to specific resources and other individual relationships and 
quantities. It includes an important portion of marginal analysis 
and also considers interrelationsips of particular units in describing 
the economic system and outlining optimum economic organiza- 
tions. Macroeconomics Is a study of composite economic quantities. 

^ The “end” need not be consistent with all investigators* personal values or 
beliefs It is also irrelevant whether the “end” is an “intermediate end** (means) or 
a more nearly “ultimate end.’* It is only necessary that the problem be defined rela- 
tive to a given end Science is concerned only with this definition of a problem 
(irrespective of whether the problem is important as measured by other criteria). 
Science is unconcerned with the end per se but rather, given the end, is concerned 
with deductions relative to the end. 



Implications of Pabticulab Economics 


843 


It is concerned not with individual prices, commodities, industries, 
or households, but with such aggregates as the general level of 
prices, the level of employment, or the national income. Macro- 
economics is especially important for certain crucial economic 
and policy problems given, not in individual, but in mass phenome- 
na. It is also claimed that in aggregation the maze of individual 
facts and relationships can be reduced to a few variables and 
relationships with a greater adaptation to statistical treatment. 
Conversely, there is much to be claimed for the application of 
microeconomics. Often the particular relationships between phe- 
nomena have greater significance than the composite aggregates 
of which they are part. 

Microeconomics has a wide range of application, especially in 
agricultural economics, where it is often the particular relationship, 
quantity, or organization which is the focus of investigation. A 
greater quantity of research in agricultural economics has been 
based upon micro than on aggregative models. However, the demar- 
cation between particular and aggregative relationships is not as 
distinct as supposed when certain conventional empirical procedures 
are employed. First, while the objective often is to predict intra- 
umt relationships, these relationships are based on inter-unit 
observations. In a farm management study the analysis may be one 
of the relation of returns to scale. However, the empirical data is 
obtained not by varying the scale of one firm and observing returns 
within it but by observing returns for firms of different scale. 
Similarly, in estimating a demand curve, observations are obtained 
not by varying prices in a given market (wherein national income 
and other aggregative economic quantities are constant) and 
observation of the quantity purchased under each but by obtaining 
observations from many markets over time. The relationships 
derived from inter-unit data are often of an aggregative character 
and may not be duphcated within a unit. Given cross-sectional 
observations, joint relationships between variables and the aggre- 
gative character of the quantities, alternative theoretical models 
and empirical techniques often should be employed. One alternative 
is to substitute more complex models and simultaneous equations 
for simple models and less efficient least square regression or 
simpler techniques. Second, inferences based on particular analysis 
may often prove erroneous if macro relationships are disregarded. 
Inference from a sample may be that one farm can increase re- 
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turns by shifting resources from hay to grain. Yet, should all 
farmers shift, an opposite outcome is possible. This complex is also 
important in outlook work where recommendations framed in 
micro perspective may have an opposite aggregative outcome. 

Systematic Sjpedalization 

Historically, a large number of specializations have emerged in 
agricultural economics. These include credit, appraisal, farm man- 
agement, production economics, tenure, land economics, coopera- 
tion, prices, policy, egg marketing, milk marketing and others. 
These specializations grew up largely around individuals who 
initiated specific studies. They do not parallel systematic economic 
problems and analytical tools. Development of these specific 
strata took place before the full role of economic analysis was 
recognized. Specializations have been perpetuated over time 
through graduate training and reverence for fields per se. Since 
historical specializations make little sense in terms of systematic 
economic problems and analytical tools it is impossible to designate 
‘‘specific theories” which fit “specific fields.” Agricultural economics 
research will be more productive in the long run if specialization 
is in terms of systematic economic problems and models. For ex- 
ample, it is impossible to study the economics of land, capital or 
labor use alone and distinct from the other factors. These can be 
studies in proper perspective only as part of the more general 
production economics (resource efficiency, farm management). 

Alternative specializations might be possible in terms of syste- 
matic economic analysis. The major problems of an economy are, 
of course, efficiency in production (including progress), equity in 
income distribution, and stabiKty of the system. More specifically 
the basic relationships (both micro and macro) are (1) production 
relationships, (£) consumption relationships, and (S) market or 
exchange relationships for (a) resources and (b) commodities. 
In terms of economic analysis (systematic problems and analyti- 
cal tools) the following appear to be relevant areas of specialization 
in agricultural economics. Eeference is to particular equilibrium 
and basic analytica! tools: (1) Produustioift economics as a study of 
resource (mibination and al^ation, (£) Consumption economics as 
a study of household welfare and incom aUoeation, (3) Marhet 
mmomics as a study of price, supply, demand, and other market 
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rdationdhips, (4) Eesource ^prices aa a step in analysis of functional 
and personal income distribvlion. 

Perhaps additional specializations are needed. Even the fields 
delineated above on the basis of major economic relationships are 
too specialized for many problems. One area of importance is that 
of instability and the forces underlying economic fluctuations. 
The models appropriate for analysis of major phenomena (national 
income and employment) lie in the field of aggregative economics. 
However, certain micro tools are also applicable and fundamental 
in the study or prediction of the behavior of particular units. 
These might better be handled in specializations which treat the 
static phases of production, consumption, and market relation- 
ships in order that realism be retained. 

Policy is another area which must be mentioned. However, there 
are no unique relationships or analytical tools (the criteria here for 
delineating specialization) underlying policy. It simply relates the 
specific quantities of several particular relationships. All economists 
should be concerned with “policy.” There can be “policy” in terms 
of individual as well as of national scale. The same mathematical 
criteria and necessary conditions for maximization exist in case 
of any unit. The point is this, there is nothing imique about eco- 
nomic analysis at any level or scale. Agricultural economists should 
be economic analysts rather than extreme specialists who do not 
follow out a problem to its roots. 

Economics of Primary Production 

The most highly developed set of analytical tools in economics is 
that of microeconomics. Yet a great void exists in their use, even 
in areas where they are clearly applicable. Two centuries of econo- 
mists have developed a highly refined and in some respects a time- 
established theory of production, economics of the firm and margi- 
nal productivity analysis. Farm management, an historic and ap- 
plied counterpart, is variously defined as a study of intra-firm, inter- 
firm, and inter-regional resource efficiency. Perhaps no other special- 
ization in agricultural economics is so richly tooled in principles 
and theory. Even then, some workers fail to recognize simple, 
time-established, and extremely obvious models and relationships. 
Note the empirical findings from many surveys and record analyses 
showing that “the higher the crop yield per acre the greater the 
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profits,” These imply constant or increasing returns. Even farmers 
recognize this fallacy. Otherwise, the entire product for one farm 
or the nation would be grown on a single acre. 

The theory of the firm and marginal productivity analysis define 
optimums for the combination of resources for a given output, 
the allocation of given resources between alternative products, 
the level of intensity for specialized resources, the relationship of 
returns to scale, the location of production, the timing of produc- 
tion in terms of seasonality and conservation, the form of resource 
acquisition, and other questions of resource allocation and produc- 
tivity both within firms (farms), between particular farms, between 
particular regions, and so forth. They provide the skeleton upon 
which empirical analysis should be built in terms of sample design, 
statistical technique, and forms and sources of information. 

An important portion of farm management research is in terms 
of static analysis. Its findings are for given prices and transformation 
coefficients since studies are made for one year of established price 
and yields (or a period of years with a given mean of these) with 
implication that these will continue into the future with certainty. 
These analyses are unrealistic. The dynamic theory of production, 
the analytical counterpart of farm management is often of infinitely 
greater value in explaining or providing the rationale of economic 
behavior than current static empirical analyses. Study of risk and 
uncertainty and the dynamics of the firm is one of the most neg- 
lected areas in farm management. Straight testing of the hypothe- 
ses which now esdst in pure theory stands to be of value in itself. 
Studies should provide basic information not only for guidance of 
individuals but also as a foundation upon which policy (storage, 
credit, price) designed for greater stability might be based. Re- 
search should indicate the manner and degree to which resources 
are adapted in terms of cost structure and fiexibility and adaptabil- 
ity; selection of enterprise, scale of operations, and capital rationing. 
Another neglected area of analysis is that of returns to scale in 
agriculture. Although the greatest proportion of farm management 
studies over the past three decades have examined the efficiency 
of farm size, there are no systematic studies which indicate the 
nature of economics to scale. Investigations built around existing 
theoretical models would be of value in removing the multitude of 
public myths, beliefs, and confficts which now revolve around 
farm size. Studies are also needed of the interrelationship of the 
firm and the household in agriculture. 
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However, the tools of static analysis are by no means obsolete and 
useless. On the one hand the production economist should take the 
initiative and cooperate with the technical scientist in establishing 
the physical transformation coefficients, marginal rates of substitu- 
tion and production functions such that cost and prices can be 
applied to suggest the most efficient combination of resources. On 
the other hand application should be made of the static models of 
marginal analysis in estimating the (value) productivity of land, 
labor and capital resources in particular firms, in particular farming 
regions, for particular products, etc. Productivity analysis of this 
sort should indicate the degree to which disequilibruim exists in 
the allocation of farm resources and hence serve as a guide to (1) 
individuals in adapting their resources within the business, between 
farming regions and between industries and {%) government policy 
designed to promote resource efficiency. 

It is at this very point that an important distinction should be 
made between the findings of micro and macro analysis. Aggre- 
gative analysis of the last several years suggests that the value 
productivity of capital is relatively high as compared to labor under 
the existing structure of agriculture. Hence the interpretation that 
a greater total quantity of the former and a smaller quantity of 
the latter should be employed. Yet it is in instances such as this 
that aggregative analysis may break down. It does not recognize 
particular relationships which are all-important. A distinct and 
likely possibility is that should less labor be employed in agricul- 
ture, less total capital would be ‘‘required.” The value productivity 
of a given total quantity of capital might also be less. The hypothe- 
sis is this: A smaller number of people and farms in agriculture 
would necessitate fewer buildings, fences, tractors and machines. 
The decreased investment in these specific forms of capital could, 
of course be invested in other specific forms, such as fertilizer, 
improved seed, etc. Because of the inelasticity of demand for most 
farm commodities, however, the value productivity of an equal 
total capital might well be less in the second than under the original 
organization of agriculture. Only particular analysis can segregate 
these potentialities. 

Market Relatwnships 

Specialists in price analysis have been generally aware of tools 
which underly then investigations. They have been concerned in 
estimating demand curves, supply curves, and price elasticity of 
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demand for specific commodities. Perhaps not enough attention 
has been focused on income elasticity of demand. Analysis of specific 
market relationships will continue to play an important role. 
Knowledge of composite demand curves, supply curves, and price 
and income elasticities for agricultural products is basic to policy. 
However, knowledge of these quantities for specific commodities 
is equally important. The composite analysis tells nothing about 
the outcome for individual commodities under a given price policy. 
If the elasticity of aggregate demand is less than unity, for example, 
the elasticity for a particular commodity may still be greater than 
one or even less than for all commodities (as an average). Obviously, 
particular analysis is important both as a basis in advising indi- 
viduals (outlook work) and in predicting income and other con- 
sequences of price storage and similar programs. 

However, particular relationships perhaps can be isolated only 
if the investigator is aware of the important aggregative relation- 
ships. It is now widely recognized that many of the empirical 
demand curves derived by least squares regression for individual 
commodities in the past have been only hybrid expressions of 
different demand and supply curves for the particular commodity 
and certain composite variables of the economy. Current econo- 
metric procedures suggest means whereby the aggregative forces 
can be treated in a system of simultaneous equations which allows 
isolation and more efficient estimation of a particular market’s 
relationships and quantities. 

Secondary Prodvxdion or AgruriMurci Processing 

A large portion of the analysis labeled ‘^marketing” is not 
‘‘marketing” at all in terms of basic economic relationships (supply, 
demand, price, elasticity). In terms of analytical models the nearest 
kin of the study which relates costs and volume in creamery opera- 
tion, resource productivity in the packing plant or the location of 
soybean processing is farm management or production economics 
research. All are studies in the economics of the firm or the theory 
of production. The only distinction is this: One deals with primary 
while the other deals with secondary production. 

A large number of important studies are possible within the area 
of secondary production and the applicable analytical framework. 
These parallel the relationships of production studied in farm 
management and need not be repeated in detail here. Market 
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relationships need have Kttle bearing on such studies. However, 
there is an important area in secondary production where the 
analytical framework is both one of production and one of market 
relationships. This situation holds true for monopoly, oligopoly, 
or other forms of imperfect competition. Here demand or supply 
curves are not only relationships of a particular market but axe 
also those of a particular firm. Although Nicholls pioneered im- 
portant and original work in this field, the field has not yet been 
fully exploited.® Extended research is still needed in specific prod- 
ucts and for specific firms. Microanalysis in the several areas of 
specialization should eventually aim at a general equilibrium 
analysis. 


Income Distribution and Consumer Economics 

Recent and current agricultural policies have been built largely 
upon distorted inferences surrounding aggregative quantities. The 
basic claim upon which agriculture has sought and obtained in- 
come transfers (under the guise of various storage, price, conserva- 
tion, and other policies) has been the "aggregative” comparison 
of income per farm person with income per non-farm person. These 
broad averages are meaningless. There are many people on farms 
with incomes greater than those in other industries. The income of 
the wealthy farmer is supported, bolstered, and increased in 
magnitudes entirely out of line with welfare criteria and the public 
subsidy to the low income farmer or non-farm family. This comes 
about evidently because the public looks at composite farm and 
non-farm income ratios and therefore concludes that all farm people 
are "poor” and all non-farm people are "rich.” For this and other 
reasons, research in income distribution and the pricing of factors 
is important. Here the crucial analysis should be in terms cff particu- 
lar individuals and groups and of the interrelationships of resource 
productivity, resource price and resource ownership. Analytical 
guides are not so clear cut here as in other important problem 
areas. However, the concepts of markets for factors and the mar- 
ginal productivity of resources are steps toward formulating sys- 
tematic analyses of personal income distribution. 

A marriage which stands to be productive is that of studies in 
personal income distribution and consumer economics. The import 

^ Nicholls, W. N., Imperfect CompetUvm in Agricultural Processing Industries^ 
Iowa State College Press. 
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of tlds joint relatioBsliip ranges from obvious individual problems 
to far-reaching public policies. The welfare justification of a price 
policy in agriculture depends partly, for example, on fashioning 
means whereby the consumption and diet of low income persons can 
be improved. Similarly, a storage program alone which stabilized 
production or the flow of product to the market may or may not 
increase total welfare, depending on how it affects individuals. 
One possibility is that the increment to total utihty is greater under 
fluctuating supplies whereby low income groups can occasionally 
buy a quantity of the product than under schemes which stabilize 
prices and supplies out of reach of their incomes. 

Welfare 

All economic reorganization aimed at maximum social welfare 
must be couched ultimately in terms of particular economic units. 
The reasoning is obvious. Reorganizations are either one of two 
sorts: (1) those which make some individuals or groups better off 
only at a sacrifice of utility by other individuals, and (2) those 
that make some individuals better off without impairing the utility 
of others. An increase in total welfare is always guaranteed under 
the second. This is not true, however, in the first. The increment in 
utility to benefiting individuals may be greater than the decrement 
in utility to sacrificing persons. Policy could be based entirely on 
aggregative quantities only were it true that all individuals gain 
and none sacrifice as a result of public actions. This notion is 
entirely apart from reality, most economic reorganizations result 
in transfers between individuals. Occasionally, it is clear that 
transfers augment total welfare, but in most cases this is not true. 
Since inter-personal utility comparisons are impossible, an increase 
in total welfare can then be guaranteed only if compensation can be 
be directed between the two groups so that the postion of those with 
impaired incomes is no ‘ Vorse off” than previously. Accordingly, 
policy can guarantee greater welfare only as it recognizes particular 
relationships and so gauges its course of action. Microeconomics 
will thus continue to be important and perhaps a crucial area of 
specialization and concentration. 
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W AVES of fashion are not uncommon in economics. Each 
generation of economists seems to have its own “Holy 
Grail,’’ The graduate student of today is exposed to and becomes 
saturated with concepts and relations unknown to his teachers 
in their days of graduate study. Nevertheless, there does exist a 
continuity in the development of economic thought. The historian 
of economic ideas can usually point to some earlier writer who at 
least had the "germ” of the so-called new approach. Today, a 
forefront of economics is immersed in that area which some call 
aggregative theories and others refer to as macroeconomics. 

I 

An early point to clarify concerns the essential differences be- 
tween aggregative and particular equihbrium theories. A main 
difference is that particular equilibrium theories are concerned 
with the economic characteristics of individual consummg units, 
individual producing units or a particular industry. In contrast, 
aggregative theories deal with the economic system as a whole. 
Their object of analysis is the functioning of the economic system 
in totality, and the variables are values or functions of national 
totals or national averages. 

Aggregative theories are a means of approaching, in a simplified 
but manageable way, some of the goals of the Walrasian general 
equihbrium. That system, as is well known, incorporates individual 
households and firms, as well as interrelations within the entire 
economy. Each separate economic unit is expKcitly reflected, and 
each product has its own supply and demand functions which 
include also the prices of all other products. Conceptually, such 
a general equihbrium structure, if specified in adequate detail, 
can provide a means of determining equihbrium prices and quanti- 
ties for the system as a whole as well as for the separate economic 
units within the system. To construct such a system, however, 
requires an extremely large number of equations to be solved in 
order to determine an equaUy large number of unknown values. 
Why Walrasian general equilibrium analysis has not proven useful 
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for practical purposes can well be appreciated.^ To have a method 
of analysis which is manageable and provides a basis for making 
usable economic decisions concerning the economy as a whole, it is 
necessary to deal with aggregates and use aggregative theories. 
Such methods of economic analysis are often referred to as macro- 
economics, in contrast with microeconomics which pertains to the 
behavior of individual economic units and for which particular 
equilibrium analysis is widely used. 

It is quite clear that the current emphasis on macroeconomics 
stems from the profound impact of Keynes’ Gener<d Theory,^ 
Many earlier writers did think, analyze and write in terms of aggre- 
gates, but the analysis by Keynes of national employment and 
its determinants set the stage for the current emphasis (more than 
a fashion, I believe) in analyzing problems of employment, income 
and wages. Aggregative theories, however, are not limited to 
Keynesian or neo-Keynesian economics. Anti-Keynesians or 
‘^neutrals” have and do operate in an aggregative framework. 

The recent and current emphasis on macroeconomics is, in part, 
a return to the general analytical methods of the classical economists 
and even their predecessors. The Physiocrats, Mercantilists, Smith, 
Ricardo, Maltbus and their contemporaries were primarily inter- 
ested in and worked with national economic aggregates.® In their 
frame of reference, the individual firm and the individual consumer 
did not receive the analytical attention afforded them by later 
writers. Only beginning with the neoclassicists did the analysis of 
the individual consumer receive priority, and it was even later that 

* A simpKfication of the Walrasian general eqmhbriimi system in terms of in- 
dnstry aggregates has been developed theoretic^ and statistically by Leontief . 
See: Wassily Leontief, The Structure of American Econcmyy 1919-19S9 (Cambridge 
1941) ; the following papers in the QuaTterly Jotamal of Economics, Vol. 58 (February 
1944), Vol. SO (February 1946), VoL 61 ft^ovember 1946); and “Recent Develop- 
ments in the Study of Interindustrial Relations,” American Economic Review, 
Papers and Proceedings, Vol. S9, May 1949, pp. Zll-«25. 

* John Maynard Keynes, The General Theory of Employment, Interest and Money, 
(Harcourt, Brace and Co., New York, 1936). 

* Joseph A. Schumpeter, in “Keynes, the Economist (2)’^ {The New Economics, 
edited by Seymour Haim, Knopf, New York, 1947, Chap. EX) writes: “Richard 
Cantillon was the first, I ^ink, to indicate a faUrfledged schema of aggregative, mon- 
etary, and income analysis, the one worked out by r^ncois Quesnay m his Tableau 
Ecommtque. Quesnay, then, is the true predecessor of Keynes, . . ” 

The progress of aggregative analysis, before Keynes’ Oeneral Theory but in recent 
yea^ is indicated in J, Tinbergen, "Annual Survey: Suggestions on Quantitative 
Bt^ine^ Cycle Theoiy,” Eeonometrica, Vol. 3, No. 8, Ji3y 1935, pp. 241-308. On 
this point, also see; H. S. £lhs, “The State of the New Economics,” American 
Eeomxmic Review, Vol. 39, No. 2, March 1949, pp. 465-477. 
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the individual firm became the object of intensive analysis. But 
beginning with Marshall, partial equilibrium theory became so 
entrenched that the recent emphasis on macroeconomics seemed 
to some an innovation rather than a resumption of an established 
method of analysis. 

n 

Those who have specialized in farm management or production 
econoinics of the individual farm have most clearly confined their 
interests to what is now termed microeconomics. But even there, 
interest developed in questions of aggregative behavior. In fact, 
some of the early notable work by agricultural economists grew 
out of the recognition by some farm management students that 
full appreciation of the adjustments faced by the individual farm 
required more knowledge about industry or group adjustments, 
and of the behavior of the economic system at large. 

The study of supply-response in agricultural production broke 
away from the confines of the individual farm and became con- 
cerned with group adjustments. Interest had shifted from the 
individual producer to an aggregate of producers of similar products. 
The preoccupation of agricultural economists with statistical 
demand curves, beginning in the early 19^0’s and not yet abated, 
also may be cited as an example of our concern with national or 
aggregative economic relations, although limited usually to specific 
commodities. 

The situation and outlook program, which had already been 
highly developed before World War 11, was pitched at the level of 
particular agricultural industries* Although the Marshallian partial 
equilibrium apparently was the theoretical structure underlying 
the studies for the various farm products, some aggregative fea- 
tures were recognized since the outlook was framed with reference 
to the particular industry at large. But here an element of macro- 
economics also appeared. A major factor affecting outlook was the 
level of national income which influenced the outlook for aU in- 
dustries. But national income or the general price level pertained 
to the economy as a whole. Thus, the situation and outlook analyses 
incorporated some macroeconomic variables within a particular 
equilibrium framework. 

The preceding examples have been briefly cited only to recognize 
that agricultural economists have been aware of and have used 
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aggregates. But they have been primarily aggregates for particular 
industries, and thus the economic analysis used retained largely 
the features of particular equihbnuni. The situation and outlook 
program, for instance, treated macrovariables as exogenous. Ques- 
tions of economic relations between agricultural industries or be- 
tween agriculture and the nonagricultural segment of the economy, 
or between macroeconomic variables for the economy at large, 
were not dealt with explicitly. 

In the middle and the late 1920’s, agricultural economists began 
to pay considerable attention to national agricultural policy. How- 
ever, the theoretical treatment of policy questions was based 
largely on a microeconomic analysis. For example, the economic 
analyses of *‘two-price^* plans, such as McNary-Haugen and 
Export-Debenture, incorporated the theory of price discrimination. 
The theory of price discrimination, however, is not in the real sense 
an aggregative theory; it grew out of and is logically still hmited to 
the pure-monopoly individual firm. Only by imposing extra- 
economic (e.g., legal or administrative) constraints upon individual 
firms to give the group a semblance of an economic entity can price- 
discrimination theory be used as a rational explanation of multiple- 
price plans applied to agricultural industries composed of a large 
number of separate firms. A similar conclusion may be reached 
with respect to marketing agreements, the economic rationale of 
which is basically price-discrimination theory. 

The use of microeconomics in analysis of multiple-price plans 
and marketing agreements assumes that the commodity or industry 
under consideration can be isolated, in terms of impact and inter- 
action, from other commodities, industries or the rest of the econo- 
my. The validity of such an assumption is questionable, especially 
for major commodities. Even if the assumption is not too unrealistic 
for individual minor commodities, such programs for a substantial 
number of minor crops, operating at the same time, may have an 
aggregative effect different from that expected on the basis of a 
single crop program. One may wonder whether the instability of 
multiple-price programs or the meager success in evaluating their 
effects stems at least partly from the fact that they are based on a 
theoretical framework of microeconomic analysis rather than some 
type of aggregative theory which reflects relations of the particular 
industry to other industries and the economic system as a whole. 

The development of the AAA parity-price and parity-income 
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program brought with it an emphasis on national aggregates. 
The agricultural sector of the economy, aggregated by some means 
into a single economic entity, was contrasted with the nonagricul- 
tural sector, which was also aggregated by some heroic procedure. 
The interrelation and interaction between the two sectors or aggre- 
gates and the impact on the total economy was presumably ex- 
plainable in terms of some aggregative theory which, although 
impKed, was not clearly formulated/ One may wonder what specific 
economic theories underlie parity-price or parity-income programs. 
But one cannot deny that some type of an aggregative theory is 
appropriate; a theory which would include aggregate variables for 
the agricultural and nonagricultural sectors, and whose purpose 
would be to bring out clearly the effects of parity programs on 
income and employment in the nation as a whole as well as in the 
agricultural and nonagricultural spheres. It should be noted, of 
course, that serious problems exist in connection with the process 
of aggregation. 

It is widely accepted that for an industry which is purely com- 
petitive in the purchase of productive services and the sale of prod- 
uct, the industry's short-run supply function is equivalent to the 
simple horizontal summation of the short-run marginal cost func- 
tions of all of the firms comprising the industry. This is a simple 
example of the process of aggregation. But that is not an aggre- 
gative theory; rather, it is only an aggregative process which yields 
one type of function from other functions. In order to have theore- 
tical relations between aggregate variables similar to the relations 
which exist between the microeconomic variables, the aggregates 
must be constructed in an appropriate manner. Simple totals, 
averages or usual types of index numbers need not 3deld aggregates 
whose interrelations can validly be used as in a microeconomic 
theory. For example, on a given farm using a specified production 
function, the equilibrium utilization of the productive services is 
based on the proposition that the marginal value product of each 
service equals the marginal cost of the service. To make an analo- 
gous statement for a group of farms, the aggregate variables 
reflecting the group must be constructed and measured appropri- 
ately. 

* See Mordecai Ezekial, and Louis H. Bean, "Economic Bases for the Agricultural 
Adjustment Act,** UJ5. Dept, of Agriculture (Washington, D.C., December 19S3) 
for a widely distributed official statement; but in that publication the particular 
aggregative theory on which the argument is based is not sharply drawn. 
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Let us now return to tte question of what bearing the aggrega- 
tion process has on our use of economic theory. The conventional 
static marginal productivity theory of distribution may be con- 
sidered as another example. Although such a theory may be ques- 
tioned as to its realism in depicting individual firm behavior, its 
logical validity — as an internally consistent set of relations within 
the static framework — still stands. But what can we say about 
applying the marginal productivity theory to an industry or to the 
economy at large? Is the theory which is logically valid for the 
individual firm also valid for a sector of the economy without 
affecting some of the pertinent relations incorporated in the theory? 

The outcome of several papers on this question indicates that the 
usual marginal productivity theory based on the individual firm 
cannot simply and at the same time validly be carried over in 
application to aggregates, and such procedure is even more invalid 
if the productive services are not homogeneous.® Unless the analo- 
^es from microeconomics do occur among the aggregates, it would 
appear that basing our study of resource allocation in production 
or marketing, for agriculture as a whole, on marginal productivity 
anal3rsis of aggregates (or simple averages) is of questionable 
validity. 

The current emphasis on marketing research is spread over a 
wide range of marketing activities. In some quarters, interest is 
centered on the apparent temporal rigidity in marketing margins, 
their magnitude, and their relations to prices. These are questions 
the study of which cannot be successfully carried forward only by 
hypotheses drawn from the economic theory or behavior of the 
individual firm, since marketing margins also reflect group behavior 

* S<UD« of the major references on this question are: I*. W. Dresch, “Index Num- 
bers and the General jSconomic EquOibrium,” BvUetin of the American Mathematical 
Saeidpt Vol. 44, February 19S8, pp. 134-14i M. W. H^er, “An ^ternative Inter- 
pretaticm of the Cobb-Doi^las Function,” Economeinca, July-October 194S; M. 
Bronfenbrenner, “Production Functions, Cobb-Douglas, Interfirm, Intrafiim,” 
Econometricoy January 1944; J Marscbak and W. Andrews, “Handom Sunultaneous 
Eqimtions and the Theory of Production,” Economeirica, JuljMDctober 1944; L. R. 
Klein, “Macroeconomics and the Theory of Rational Behavior,” Econometricay 
Apnl 1946; idemy “Remarks on the Theory of Aggregation,” E&mtmetricay October 
1946; Keimeth May, *The Aggregation Problem for a One-Industry Model,” 
Economcineoy October 1946; Shou Shan Pu, “A Note on Macroeconomics,’* Econo-' 
metrieoy October 1946; Keimeth May, “Technological Change and Aggregation,” 
Econometricoy January 1047; W. W. LeonUef, “Introduction to a Theory of the 
Interaal Structure of Funraoz]^ Relationslfips,” Econometrv^ October 1947; 
David Hawkins, “Some Conditions of Macroeconomic Stability,” Economeiriotiy 
October, 1948. 
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which affects the individual firms.® Aggregative analyses are also 
called for, and dynamic rather than static theories are necessary. 

m 

Let us now turn to some general implications of aggregative 
theories for agricultural economists. Current discussions of employ- 
ment and cycle theory are saturated with macroeconomic concepts 
such as savings, investment, multipliers and propensities. Regard- 
less of what attitude one may take towards Keynes’ formulation 
in his General Theory or the revisions and modifications by neo- 
Keynesians, it appears that aggregative analysis, which preceded 
Keynes, will also remain with the economic profession for some 
time to come after Keynes. This is likely not only because macro- 
economic concepts and theories have a strong aflSinity to national 
policy problems, but also because microeconomics (e.g., Marshal- 
lian particular equilibrium) or Walrasian general equilibrium 
have not succeeded in providing concepts, tools, and theories 
which adequately deal in a usable manner with the type of problems 
handled by a simplified macroeconomic theory. 

It would seem to me that it is important for agricultural econo- 
mists to be at least familiar with methods of analysis and types of 
theory which in practice have and are very likely to continue to have 
an impact on national economic policy. Lack of sympathy with 
results of certain macroeconomic analyses, or disapproval of policy 
interpretations of certain macroeconomic theories, does not justify 
one’s neglect of such theories. Contemporary developments in 
general economic thought are of significance to us as economists. 
We possibly could profit by seeking out from general macroeconomic 
studies those tools and elements that would be helpful in our own 
work. 

It may be worth while to consider the development of aggregative 

^ In this connection, the follovnng statement is pertinent: “However, my main 
purpose IS to ident^y a source of frustration in present marketing work. Most 
marketing research is concerned with efficiency. The frustration is &e result of a 
problem in unit and mterunit relationships in the field of distribution. Stated dog- 
matically, whatever inefficiency exists in marketing is rarely fomd in correctible 
form in the individual unit. The research worker thus comes, as he must, to the in- 
efficiency of the complex of units that compose the market.” This statement is from 
J. £. Galbraith, “Appraisal of Marketing Research,” American Economic Remew, 
Payers and Proceedtng8» Vol. 39, No. 3, May 1949, pp, 415-416 If "the ineffi- 
ciency of the complex of umts that compose the market” cannot be corrected at the 
individual umt level, an alternative is the evaluation of correctives applied to the 
aggregate; such evaluation would involve aggregative theories. 
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iJieories applicable to agriculture and which fit into macroeconomic 
theories concerning the economy at large* With the use of ag- 
gregates, and in terms of macroeconomics, Ke3mes claimed to have 
developed a logical explanation of the existence of macroequilibrium 
at less than full employment. This is a result at variance with 
neoclassical doctrine, but a result which had a marked stimulus 
on current thought. Hence, if there exists chrome unemployment 
in the agricultural sector of our economy, might it not be explained 
by some aggregative theory applicable to agriculture and which is 
consistent with a national macroeconomic theory? Usually, ex- 
planations of the existence of unemployment in agriculture are 
presented in terms of rigidities, frictions, and institutional influ- 
ences, which undoubtedly are relevant, but they certainly do not 
comprise a theory. 

The advantages of working with an appropriately constructed 
aggregative or macroeconomic framework should not be slighted. 
One advantage we have already touched upon. Relations or attri- 
butes of individual firms or consumers, or even of small groups of 
firms or consumers, need not be valid for the economy or large 
groups. The possibility of interaction within the group may give 
it a character different from that of each of its many components. 
Also, at the same time, we can often say more about the char- 
acteristics and behavior of an aggregate and predict more reliably 
its behavior than we can for tie individual firms or consumers 
composing the group. The behavior of the aggregate is more stable 
than the behavior of the separate individuals. Hence, we have a 
better basis for the study of empirical relations and derivation of 
statistical uniformities. With respect to agricultural production- 
adjustments, marketing, and consumption, there may be group- 
behavior characteristics waiting to be discovered, the knowledge of 
which would contribute to our understanding of the agricultural 
economy and its interrelations with the nonagricultural sectors. 

Some introductory work along this line has been done in sketches 
of behavior characteristics of the aggregate agricultural sector 
contrasted with the nonagricultural sector of the economy.^ Such 

^ Theodore W. Schultz, "How Efficient is American Agriculture?” this Journal^ 
Vol No. 3, August 1947, pp, 644-668, tdam **The Economic Stability of Ameri- 
can Agriculture,” this Journal, Vol 29, No. 4, Pt 1, November 1947, pp. 809-626; 
Walter W. Wilcox, “The Efficiency and Stabihty of Amencan Agnculture,” 
Journal, Vol. 30, No 3, August 194$, pp 411-421. Also, see: Trygve Haavehno, 
*Qiujititative Research in Agricultural £)coiiomics; The Interdependence between 
Agnculture and the National Economy,*’ this Journal, Vol, 29, No 4, Pt. 1, Novem- 
ber 1947, pp. 910-924. 
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sketches, and inferences drawn from them, may be viewed as ele- 
ments in a macroeconomic model which explicitly includes as 
variables functional relations within as well as between the agri- 
cultural and nonagricultural sectors* In this type of analysis, we 
approach macroeconomic theories which may adequately account 
for, in a useful way, the working of the national economy and agri- 
culture’s position in it. 

The use of aggregative concepts has been criticized on the grounds 
that such procedure neglects the more important economic entities 
such as the individual consumer or individual firms. Some econo- 
mists, for example, have attacked the Keynesian system for not 
explicitly recognizing the influence of the distribution of income. 
The criticism, I believe, is valid. But although the Keynesian struc- 
ture does not directly incorporate income distribution as a variable, 
it does not follow that all macroeconomic theories need to exhibit 
a similar neglect. As macrotheories develop and as more variables 
are included, significant elements such as income distribution can 
be introduced. It may be noted, however, that burdening macro- 
economic theories with too many variables wiU dissipate a major 
advantage of macroeconomics, mainly simplicity and manage- 
ability. 

The simplicity of macroeconomic theories has been the subject 
of frequent criticism; it has been asserted that the models are so 
simple that they lose all semblance to reality. But such simpKcity, 
if it is fully recognized, may well aid rather than handicap the 
analysis of economic relationships. Here, as in microeconomics, 
the danger lies not in the simplicity itself, but in the mistaken 
identification of the simple model with the complicated structure in 
which we are basically interested. The over-simple characteristics 
of a macroeconomic model are relatively easy to recognize and to 
bear in mind; whereas in the usual microeconomic analysis of the 
individual firm, for example, there has been a strong tendency to 
substitute the elementary model and its assumptions for the com- 
plexities of economic reality. A case in point is the marginal cost- 
marginal revenue explanation of short-run price and output deter- 
mination by the individual firm.® 

* Of the substantia! number of papers participating in the marginal-pricing con- 
troversy, the foUowmg may be cited. R. L. Hall and C. J. Hitch. “Price Theory and 
Business Behavior,” Oxford Economic Papers, No. Z (1939). R. A. Lester, "Short- 
comings of Margmal Analyses for Wage-Employment Problems,” American Eco^ 
nomic Review, Vol. 36 (March 1946), idem "Mar^nahsm, Minimum Wages, and La- 
bor Markets,” American Economic Review, Vbl. 37 (March 1947); "Eqmhbrium of 
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An essential question is whether we can deduce useful generali- 
zations from aggregative theories which cannot be learned from 
microeconomics. The answer appears definitely to be in the aflSrma- 
tive. This has long been recognized in business cycle theory. Regard- 
less of the detail to which the theory of the individual firm or house- 
hold is carried, whether it be a dynamic or static theory, it cannot 
explain, in a manner useful for making practical decisions, the levels 
and movement of employment, income, savings, investment for the 
economy as a whole nor variables such as “the” rate of interest. 
To study such important problems, and in our society they are of 
prime significance, our practical recourse is to the use of aggregates 
and analyses in terms of macroeconomics. 

In connection with agricultural policy, the importance of national 
income and employment levels to agricultural prosperity is now 
widely recognized. The notion that national income can be ad- 
vanced, in a permanent way, by special farm programs, no longer 
has the acceptance it received a few years ago. Now, most students 
lean toward the idea that, “High-level einplo3nnent in non-agri- 
cultural industry means very much more to farmers than any 
*fann-program* the government may attempt.”® This view leads 
us to the thought that macroeconomics is the appropriate frame- 
work in which to deal with some important aspects of the so-called 
**farm problem.” 

The “farm problem” might well in large part, though not entirely, 
disappear in the face of an over-all national economic policy which 
provides a relatively stable and high level of aggregate employment 
and income. Some farm programs involve the flow of government 
funds directly to particular agricultural producers or industries. 
But such programs are difficult to justify, from the national view- 
point, unless it can be demonstrated that injections of purchasing 

Firm,** Amenjcan JRmeio, VoL S9 (March 1549). Fritz Machlup, “Mar- 

fflnal Analysis and Bmpirical K^earch,” American Economic Retri&uj, Vol. S6 (Sep- 
tember 1946)^ “Bejoinder to an Antimarginahst,** American Economic Reoiew, Vol. 
S7 (Mai^ 1^7). G. J, Stigler, “Professor Lester and the Marginahsts,** Ammcan 
J^sonomie RevieWt Vol. 37 (March 1947). H. M, Oliver, Jr , "Marginal Theory and 
Business Behavior,” American Economic Rmev), Vol. 37 (June 1947). B. A, Gordon, 
“Short-Period Price Dctetmmation in Theory and Practice,” American Economic 
RevietOt^ Vol. 38 (June 1948). Wilford J. Biteman, “Price Determination, Business 
Practice Versus Economic Theory,” Bureau of Business Research, Report No. 18 
(January 1949), School of Business Administration, University of Michigan. 

* “Posttwar Agncultur^ Policy,” Report of the Committee on Postwar Agricul- 
lural Policy of the Association of Land-Grant Colleges and Universities (October 
1944), p, 8* 
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power into agriculture have a greater multiplier efiFect and a more 
desirable distribution effect on aggregate income, than money 
injections into other groups in our economy.^® To my knowledge, 
such a demonstration has not been provided. 

Since the macroeconomic theories proposed in recent years were 
developed to deal with the level of aggregates as employment, 
income, or investment, such theories throw little light upon the 
question of resource allocation. But that is a question which has 
attracted the attention of agricultural economists, especially in 
connection with the formulation and appraisal of agricultural 
programs. The distribution of employment between agricultural 
and nonagricultural pursuits, for instance, or relative wage rates 
in the two spheres, or relative prices of farm and other products, 
or relative costs and returns in the agricultural and nonagricultural 
sectors are relations pertinent to agncultural policy. Such questions 
and others related to the problem of resource allocation receive 
little aid from presently available macroeconomic theories. It 
would therefore appear that there is need for macroeconomic 
theories for analyzing questions of resource allocation. Such macro- 
economic theories might prove more enhghtening than a marginal 
productivity framework now usually used in the analysis of re- 
source allocation. 


IV 

The preceding comments are not meant to imply that micro- 
economic analysis is obsolete and can serve no useful purpose in 
agricultural economics research or program^olicy formation. On 
the contrary, it seems to me that as macroeconomics matures, and 
as we advance from a skeleton of macroanalysis to full-bodied 
macrotheories, it becomes equally pertinent that our tools of 
microanalysis and particular equilibrium be improved. 

Economic problems in agriculture are so vast, complicated and 
varied in character that no one single approach will induce a com- 
plete understanding. For certain problems and questions, the know- 
ledge of microbehavior is necessary, and in the study of such prob- 
lems microeconomics remains the appropriate approach. Macro- 
economics and microeconomics are not competitive approaches to 

A somewhat similar point is made in Eeport of a Committee, “On the Eede> 
finition of Parity Price and Parity Income,” This Journal, Vol 29 (No. 4, Part 
II) November 1947, pp 1358~77. 
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the analysis of economic phenomena; rather, they are complemen- 
tary and consistent with each other. Microeconomics and macro- 
economics supplement each other in a manner as firm analyses and 
industry analysis or as the short run and long run are complemen- 
tary. 

But naany significant economic problems are not wholly within 
a macroframework nor wholly within a microframework. Many 
problems lie largely within a penumbra which is bordered by both 
the micro and macrotechniques. Hence, a bridge is required so 
that we can easily transfer from one approach to the other. To 
accomplish such an objective, a really general theory, of which 
both macroeconomics and microeconomics are special cases, is 
required. But it should be sufficiently simple and so constructed 
that usable decision-making hypotheses can be stated and accepted 
or rejected by empirical tests. Such a general theory would not only 
bridge the present gap between micro and macroeconomics, but 
might also suggest paths of action from national policy to programs 
in particular industries and adjustments by particular firms. 



USE OF ECONOMICS IN FARMING 


True D. Morse 
Doam Agricultural Service, Inc, 

T his is a joint meeting of Farm Economists and Farm 
Managers to discuss ‘Tarm Management as an Art.” The 
title implies a degree of management ability applied to farming 
that is above the ordinary — ability that goes beyond the mere ap- 
plication of rules and standard methods. Certainly, farm manage- 
ment cannot be lifted to the level of an art without unlimited use of 
economics. 

This fact stands out with increasing vividness as farming be- 
comes more commercialized and as the government takes an in- 
creasing part in managing farms and agriculture. 

Production methods and techniques are successfully applied to 
individual farms by increasing numbers of farmers and farm 
managers. The response of the different soils to various treatments 
can be determined from published experimental data and verified 
by use on the farm. Methods of plowing, planting and cultivating 
are well known, and with modem machinery, can be repeated with 
an increasing degree of precision. Seed of known quality can be 
purchased. Chicks and poults are purchased according to standard 
specifications, brooded under precision machines and grown with 
feed of known quality. Livestock breeding and feeding is done with 
more and more knowledge that certain practices produce specific 
results — ^the range of variability is being constantly narrowed. 

This increasing control of production has been greatly moved 
forward by the commercialization of agriculture. Many of the most 
diflScult jobs are now done by specialists working for large com- 
panies that standardize their products. The production of hybrid 
seed corn, chicks and poults are examples. The mixing of feeds, 
fertilizers and pest control materials are commercial operations. 
Commercialization has certainly made a major contribution in 
stepping up production control on farms by providing efificient 
machines and equipment. 

Dr. O. R. Johnson, head of the Economics Department of the 
Missouri College of Agriculture, in addressing Farm Managers last 
fall, told them — “ . . . land itself resembles more and more an 
empty factory building hke Willow Run before Kaiser-Frazer 
moved in. What the farm operator does in the space provided is 
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becoming much, more significant than any inherent qualities which 
that space may possess.” 

The production side of fanning deals largely with tangibles. In 
contrast to this, the economics end of the business deals with in- 
tangibles that cannot be nailed down into definite formulas or 
carried through with precision machines and equipment. Economic 
forces controlling prices may be cut across any day or any hour by 
locah national or world events. All calculations of a farm manager 
may be changed by a new law or an administrative decision of a 
governmental oflSicial or board. As compared with the production 
part of his job, farmers and farm managers continue to swim in a 
sea of economic uncertainty. 

This does not mean that progress in the field of economics has 
been less than in production. These facts are set forth to show the 
great need of farmers and farm managers for economics. This need 
extends far beyond their own abilities and the resources available 
to them on the farms or through their organizations. 

It is in recognition of this fact that state universities and the 
U.S. Department of Agriculture have developed agricultural 
economics departments. Farm organizations have their economists. 
Financial and commercial firms suppl 3 dng farmers with services 
and supplies are more and more attempting to provide economic 
guidance to farmers and farm managers. They need all the help 
they can get— much more specific and timely advice than they are 
now receiving. 

Note in that last sentence, I used two words of importance — 
'‘specific” and “timely.” This entire paper could well be used to 
discuss either. Too many economists are either so uncertain of 
their judgment and information or so unwilling to risk their pro- 
fessional standing that they fail to be sufliciently specific to be of 
great help to farmers and farm managers. 

Farm operations must be projected long months ahead. Too 
much economic information is both “too little and too late.” 
Farmers are making their decisions now on buying feeder cattle 
and lambs to be sold in 1950. Last April and May, they were breed- 
ing the sows to get pigs to sell in 1950. The outlook conferences and 
publications for 1950 will be issued after many of these decisions 
have been made. This fall, farmers, ranchmen and dairy farmers 
will be saving back or buying cows and heifers for beef or milk, 
based on returns they expect to get during the next three years or 
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more. How much specific advice do they have now to help them 
make these vital decisions? 

With these broad statements as a background, let’s look briefly 
at some of the economic developments that indicate how farmers 
and farm managers will be using economics in farming. 

Industrial production and business trends outside the field of 
agriculture are known by every competent farm manager to be of 
vital importance to his success. Demand for various farm products 
goes far in determining whether prices of the products he is produc- 
ing will be profitable or not. Farm managers and the most alert 
farmers are therefore hungry for those expressions of judgments 
regarding longer time industrial and employment trends that some 
economists are now issuing. Right or wrong, they want to know 
what the most competent economists see ahead. The individual 
farmer and farm manager has little basis for forming a judgment of 
his own. 

Too much that is being said for the press or on the radio is un- 
fortunately tinged with propaganda. For example, some high 
ofiBcials treat citizens like children, “for fear of talking the country 
into a depression,” and put out half-truths and only part of the 
facts. Farmers and small businessmen go forward half blind to the 
true situation. That can lead to disastrous management mistakes. 

The population is rapidly growing. We are 10 years ahead of 
schedule on population growth and we are adding over one million 
people per year. Farm managers are watching not only the total 
population numbers, but the relative proportions of youth and old 
people in trying to gear their production to the diets of the people. 

The productim capacity of our farmers has moved ahead at a 
rapid rate. With normal weather, they can feed all the people, 
regardless of the rapid population growth. Production is running 
over SO percent above pre-war, and it will continue at a high level. 
A new all-time high in crop production was set last year. This will 
be another record or near-record crop production year. 

You know the effect of mechanization, improved seeds and more 
eflScient feeding. Now the use of chemicals holds the possibility of 
greatly expanding farm production. The growing use of fertilizers 
is also a major factor. Farmers have been given a liberal education 
in the use of fertilizers as they have profitably used them during 
and following the war period. 

Alert farm managers know they are in an efficiency race. They 
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must drive down costs and increase quality. Only the most capable 
farmers will survive with a decent standard of living. 

It now takes cash to farm. Self sufficient farming is gone from 
commercial farms. For almost every operation cash costs are in- 
volved. Will farmers continue to produce when prices drop? Or 
will they let tractors stay in the shed and land lay idle? Will we 
shut down farms like factories shut down when the selling price 
of crops goes below costs? 

Fanners never have closed down — ^will they in the future? I ex- 
pect to see that happen — ^idle land and idle equipment. 

The impact of the foregoing facts will be most acute in cash crop 
production areas like the wheat lands of the Great Plains. When 
either drouth or price prospects indicate that cash production costs 
will not be returned, farmers and farm managers will shut down 
their fanmng or cut production until more favorable conditions 
return. 

The breakeven 'point in farming is higher^ much higher than before 
the war. Even the drops in prices that have already taken place 
will put many farmers in the red. 

Dr. Sherman E. Johnson, when Head of Farm Management in 
B.A,E. in Washington, was concerned over this development. 
1648, . was the first year in a decade that gross income failed 

to rise more than costs. Consequently, farmers can*t reduce their 
cash outlays during a price squeeze in the same way that they did 
formerly. Today, fuel and oil and repairs for the farm tractor are 
out-of-pocket expenses, A larger share of family living costs also 
are cash expenses. Most fanns now have electricity, and fuel for the 
farm furnace is delivered by the oil man or the coal dealer rather 
than being cut from the farm woodlot. Farm real estate taxes . . . 
have been rising for four consecutive years. 

. the young man who is getting started in fanning will have 
to invest two or three times as much for land, equipment, livestock 
and supplies as before the war . , , heavy debt on such an invest 
ment could be an unbearable burden.” 

In the present declining phase of the economy, every alert 
fanner and farm manager should be refiguring his individual farm 
enterprises as well as his total farm business to establish in advance 
the probable break-even points. All the specific help that econo- 
mists can ^ve regarding future prices and costs will be useful farm 
management tools. 
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Flexible farming is being advocated. Iowa State College says, 
‘The puzzle of uncertain prices is still with us. - • . Today, more 
than ever, it is smart farming to keep your business flexible — 
flexibility and shortr-term production methods can be combined 
even in construction of farm buildings.” 

We are saying to farmers — ^Keep your operations pliable. Avoid 
being caught in a profit squeeze due to a rigid pattern of operation 
that cannot be varied sufficiently to meet shifting conditions. 
Changes in crop production and carry-over; increases or decreases 
in the number of hogs, poultry, cattle and sheep; shifts in consumer 
demand and exports; AND changing government laws, rules and 
regulations are just some of the reasons why there should be flexibil- 
ity in your farm program. 

Have a basic plan of operation adapted to your farm, ranch or 
plantation. But, be sure flexibility is provided for in the plan. One 
very important reason for flexible farming is that governmental 
regulations lag behind the need for action six months or more. 
There will be these periods of serious maladjustment in prices and 
regulations regardless of the political party in power. 

Increasing specialization in farming enables farmers and farm 
managers to become more keen students of economics for the prod- 
ucts which they produce. As a result, they will cut back and expand 
production much more freely than in the past. 

As I have already pointed out — ^the old days of production, re- 
gardless of price, may be over for some commercial farmers. Cash 
costs of farming — ^with the use of economic facts and forecasts — 
may cause specialized farms to expand or contract production like 
industrialists have always done in factory operations. 

Price and production controls by the government, of course, will 
become increasingly dominant. In many cases in the future, price 
“floors” will become top prices. Floors will become ceiliugs. Too 
many small producers will find themselves subject to discounts or 
prices below those set by the government, as enforcement breaks 
down or price regulations are avoided. 

Profits or losses in the years ahead will be strongly controlled by 
forces operating beyond the control of farmers and outside the 
boundaries of the farm. Washington legislators and officials will 
continue to conceive “Bold New Programs” and move closer to a 
welfare state. Farmers and farm managers must go beyond eco- 
nomics and try to out-guess political strategy and maneuvers. Re- 
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gardless of the political paxty in control, there will continue to be a 
hi gh degree of uncertainty about what the govermnent will do, 
and when. 

For example, who would have expected turkey growers to be 
bailed out with good profits with a 31-cent price support after they 
disregarded all government forecasts and warnings showing the 
over-expansion in turkeys that was taking place this year? 

An example of price discounts was seen in the excessive cuts 
made in the price of wheat for moisture and such impurities as 
garlic. 

For several years, alert farm managers have been jockeying for a 
favorable acreage allotment when controls return to high profit 
crops. They have, of course, been kept almost completely in the 
dark about what would probably be the basis of allotments. 

Rtdes of thumb are sorely needed by farmers to guide them in 
management decisions. They should be brief and to the point. 
Farmers use a lot of them now, but they need to be brought up-to- 
date and extended by economists, who are in a better position to 
make them than anyone else. 

The old 10 to 1 for com and hog prices is still in use. Few 
farmers know, in such simple terms, what efiScient producers can 
expect. 

0r. Stanley Warren of Cornell University has a rough guide, 
which he gives his appraisal classes, of $400 to cover the farm in- 
vestment per dairy cow. 

There is evidence in some ranch areas that the real estate invest- 
ment must be held to about $150 per cow for practical operations. 

We say that animals can afford buildings that cost about as 
much as the annual gross income per producing female. There are 
variations such as $5^50 buildings for $200 annual income dairy 
cows. 

How much price increase must you get before you can afford to 
store wheat, com, oats, soybeans or cotton? 

Such economic guides, quick and easy to use, even though often 
crude, are invaluable tools that more farmers need to be using in the 
management of their business. 

Farm management must be lifted to the level of an *‘Art” by 
those farmers and professional managers who will be successful in 
the difficult days ahead. Only those who use dependable economic 
gmdance can be assuted of profits. 
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Most fanners and farm managers have neither the background 
nor the time to master and keep up with the economic information 
which they need. They must increasingly look to economists who 
regularly get farm dirt and manure on their shoes to understand 
the management needs of farmers, and who get the economic ad- 
vice to them in simple, easy-to-understand terms. The advice 
must be in their hands when needed, and be specific. 

With such aid from economists, able managers of farms will 
then decide what action to take. Able managers know that econ- 
omists cannot always be right when they draw conclusions re- 
garding the future — ^but they want their best judgments. Other- 
wise, they are blindly managing insofar as much of the economics 
applying to their farms are concerned. 



THE MISSOURI PLAN (BALANCED FARMING) 

J. W. Bxjbch 
University of Missouri 

T he Missouri Extension Service taught individual farm prac- 
tices, as did all state colleges, until 15 years ago when the need 
became apparent for a system of farming that would tie together all 
of the good practices recommended by the college for a farm in 
a way to give the greatest net income consistent with continuing 
improvement of the soil. Throughout the years certain farmers 
have specialized in beef cattle production and perhaps failed to im- 
prove their pastures, and others specializing in crop production 
failed to receive high net income because of poor feeding practices. 
The college, with its traditional 12 to 14 departments and Extension 
specialists for each, undertook to save the farmer by teaching the 
individual practices, leaving it to the county agent or the farmer to 
tie these practices together, if any attempt along that line was 
made. 

This idea of developing a system of farming, called in many 
states Farm and Home Planning, is called Balanced Farming in 
Missouri. The objective has been to achieve a balance between in- 
put and outgo of soil fertility; between type of soil and crops; be- 
tween pasture and crops and the livestock system; between the 
livestock system and the desires and abilities of the operator and 
his labor supply; between net income and the needs of the farm 
family; between good planning, hard work and a comfortable, 
attractive home. 

The Balanced Farming program has been handled largely by a 
comimttee of specialists and supervisors, with a soils specialist as 
chairman. The program does not belong to the farm management 
or any other department. Each specialist has an opportunity to 
push his line of work to the limit but does so in cooperation with 
other specialists in developing systems of farming. The dairy 
specialist has come to recognize that the dairy farmer will not suc- 
ceed unless the soil is improved to enable an abundance of good 
feed to be grown for low cost production. Crops and soils specialists 
recognize that improving the soil and growing an abundance of 
feed is of no avail unless there is good livestock management to 
get the most dollars out of the increased feed production. 

Back in 1936, 22 specialists and supervisors spent four days in 


870 



MiSSOUBI PtiAK 


871 


teams of four men, each planning farms and arguing over the 
plans. Since practically every specialist had been a successful 
county agent, it was not long until the poultry specialist knew how 
to lay out a good water management system; not that he expected 
to do that, but in order that when he talked to county agents and 
farmers about new poultry practices his recommendations would 
fit into an over-aU plan that took care of erosion as well as raising 
healthy pullets. The swine specialist quickly recognized that 
preaching hog sanitation is a futile gesture unless there is a system 
developed on the farm whereby there will be at least three fields as 
a minor rotation of corn, small grain, and clover. This provides good 
pasture and clean ground. Each field must be fenced hog tight and 
provision must be made at the outset for water in each. Whereas 
our service preached hog sanitation for years prior to Balanced 
Farming, our results were very scanty; but now with Balanced 
Farming we help the farmer plan for hog sanitation so that it is the 
easy and natural thing for him to do with his hogs. 

Naturally, in the early days of Balanced Farming, we started by 
means of demonstrations, schools, and all the traditional Extension 
methods. One concept has been held to throughout the years. It 
must be the farmer^s own plan. Even though it takes much longer 
for the county agent or associate agent tp stay with that farm 
family until they think through what they want to do and why, 
than it would for the agent to plan the farm, it’s the only way to 
do it if we expect the farmer to do anything about the plan that is 
made. Changing economic conditions mean that plans must be 
changed. Therefore if the farmer does not help make his plan he 
does not know how to change it when he should. He will simply lay 
up his paper plan on the mantle by the clock and let it gather dust. 

I do not think it necessary to go into detail with this group as to 
how a county agent and the farmer work out the plan. It must be 
remembered that in our state we have freezing and thawing 
throughout the winter, with torrential rains through the spring 
and fall, and are subject to drought in late summer. In addition, 
most of our state is quite rolling, all of which means we have a 
terrific erosion problem. No farm plan is complete without a 
water management system that will provide terraces for at least 
all fields that are to be used for row crops. We have four Extension 
agricultural engineers whose job it is to see to it that all county 
agents, associates, and assistants, have the latest information and 
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skills on water management with which to assist their farmers. 
This means of course that it is more diflGicult in our state to develop 
farm plans than it is in the states north, east, and west of us which 
do not have this tremendous erosion problem. What I mean to say 
is that if Missouri can develop farm and home plans, as it has, there 
is no reason why other states, with the possible exception of our 
neighbors to the South, could not do so more easily. While water 
management is fundamental, our agents start a farmer wherever 
his interest is greatest. If he is a dairyman, they get him started in 
the cow test association, in the artificial insemination set-up, with a 
real dairy feeding, breeding, and selection plan, then lead him on 
to the needs for better pastures and more feed, showing how soil 
fertility must be improved to get the extra feed, and how foolish 
it would be to lime and fertilize soil and then let it wash off. 

I trust I have made it clear that Balanced Farming is much more 
than a soil conservation plan. Balanced Farming gets soil con- 
servation but it gets the highest net income possible first and gets 
soil conser\^ation as a by-product. There is not necessarily any 
direct connection between a plan that will give soil conservation 
and one that will give high income. A farm could be seeded down to 
timothy and it would save the soil, but the family would starve to 
death* On the other hand, you cannot have a successful long time 
Balanced Fanning plan, unless the soil productivity balance is 
increasing. We have simple formulas in our workbook so that each 
farmer can test this for himself. 

To be specific, Waldo Woolf of Warren County, Missouri, had a 
thin 160 acres that would produce feed enough to carry 10 dairy 
cows. With his county agent he developed his Balanced Farm plan 
and by the use of lime and fertilizer, clover, better pasture systems, 
and a water management plan, six years later the same farm fed 
dairy cows much better. At the outset of the plan the 10 cows pro- 
duced slightly over £00 pounds of butterfat per cow. Careful 
planning and selection of the best heifers, culling out of the poor 
producers along with a real feeding program, meant that at the end 
of the six year period the ££ cows had moved from slightly over £00 
pounds of butterfat per cow to 419 pounds. That, in a word, is 
Balanced Fanning^-moving from 10 cows producing £00 pounds 
of butterfat per cow to ££ cows producing 419 pounds of butterfat 
per cow. I need not tell you that quadrupling the gross income 
means much more than that in terms of net income. 
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Then there was the Robert Jennings family of Lawrence County, 
whose 1^0 acres in 1943 supported 14 mature cows when they 
started their Balanced Farming plan. By 194T this farm carried £1 
mature cows with 1£ heifers. They went from 59,800 pounds of 
milk m 1943 to 109,000 pounds in 1947. By soil and crop improve- 
ment they raised the carrying capacity of the farm 50 percent but 
at the same time by good herd management they raised the milk per 
cow from 4£00 pounds to 7£00. In 1943 they used £500 pounds of 
fertilizer, in 1947 they used 9400 pounds; in 1943 they used 1£ tons 
of lime, and in 1947 they used 43 tons. In 1943 they had no terraces, 
by 1947 they had practically two miles of terraces built or in the 
process of being built, with three quarters of a mile of terrace out- 
lets ready to receive water from additional terraces. Using 1947 
prices, their gross farm income in 1943 would have been $3380 and 
by 1947 this was increased to $7380. Their net farm income rose 
from $£390 to $463£. 

Bob Maledy of Dent County, one of our Ozark counties, with his 
Balanced Farming plan through better pastures and better herd 
management increased the weight at weaning time, on beef calves, 
90 pounds per head. His neighbor, Henry Meyer, with £1 beef 
cows produced £1 calves which at an average age of £6£ days had 
an average weight of 604.£ pounds. When 8| month old calves 
weigh better than 600 pounds on the average, you are getting beef 
produced and that is what Balanced Farming will do. Back in the 
late ’SO^s before war prices, Charlie Schaefer of Lafayette County, 
with his Balanced Farming plan moved in 5 years from a 15 cow 
beef herd to a 40 cow beef herd and his net income from $1150 to 
$££ 66 . 

Tom Ream of Pettis County, with his Balanced Farming plan, 
was able to save one more pig per litter with his pigs on clean 
ground and to market them weighing ££5 lbs, each a month sooner 
than he had prior to using the plan. His neighbor with a secondary 
rotation of three 10 acre fields, one with clean clover pasture for 
his hogs, was able to make each 100 pounds gain with four bushels 
of corn and 15 pounds of tankage, in addition to the clover. That 
means net profit in anybody’s language. The alternate poultry 
yard and farm garden has meant much to our farmers. The §-acre 
field that was the poultry run last year is the garden this year. Last 
yearns garden is clean ground for this year’s pullets. 

We have made lots of mistakes in the development of our pro- 
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gram and one of them was to assume that it would be better to 
start the agricultural part of Balanced Farming 'first and bring in 
the home side later. We are now making every attempt to rectify 
that mistake. The object of Balanced Farm planning is better farm 
family living. Therefore, we start today figuring what the family 
needs in the way of income to buy the things they need. If the old 
plan doesn’t produce this necessary income then a different plan 
obviously must be worked out. Small farms naturally must go into 
intensive systems of farming. If the operator doesn’t like intensive 
systems then it is now clear to him that if he is to have a decent 
living, he must have more land or change to intensive farming. 

I spent last Thxirsday in Osage County, Missouri, where 10,000 
farm people gathered at a Balanced Farming Action Day in what is 
known as Deer Creek Valley, where five adjacent farms have com- 
plete Balanced Farming plans in operation. It was a wonderful 
sight to see the farm homes with all the labor saving devices that 
had been developed since they started Balanced Farming. Of the 
800 farm families now doing Balanced Farming in this little border 
Oiisark county, over one-third have built new homes or remodeled 
the old ones. Their plan provides the family a high plane of Kving, 
electricity, water under pressure in the home, a kitchen sink, bath- 
room, and plans for health and educational needs, I mention this 
since we recognize now that farmers must necessarily move slowly 
as funds will permit in making the home improvements. It is there- 
fore absolutely essential that a plan be developed as to when these 
things will be done. Otherwise, less important things will take the 
funds, the farm woman will become prematurely old, and the 
youngsters lose their interest in the farm. I wish again to point out 
that, important as improving the soil may be, more important is 
the health, happiness, and well-being of the farm family. And I 
have no hesitation in saying to this group that those of you who 
beHeve that income alone will bring satisfactory farm living are 
terribly wrong. It takes careful planning that must be tied in with 
the over-aU plans for the farm. We have tried it both ways. It 
works when the two are tied together; it doesn’t work when they 
are not. We want the farm woman in Missouri to help with every 
step in the farm plan and her husband to help with every step in the 
home plan. This also goes for the older children. It must be a 
family approach. This calls for real teamwork if it is going to suc- 
ceed, at least in a state with the type of restricted resources that 
Missouri has. 
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This was well illustrated ia two Balanced Farm planning schools 
that were held for county agents and home agents in South Mis- 
souri some years back. At the first school the county agents worked 
together on developing a practice farm plan on an actual farm 
while home agents worked on the home plan for the farm. Then 
each group presented their plan for the other's consideration. When 
the home agents presented the cost of home improvements needed, 
the county agents whistled. They had not seen the need and they 
had not anticipated such expenditures in their plan for farm opera- 
tions. 

Two years later a similar school was held with many of the same 
agents attending, but this time county agents and home agents 
worked together in groups to obtain an understanding of all phases 
of this farm and home planning job. This time when various groups 
of agents presented the plans they had developed there was no 
whisthng, even though costs for home improvements were larger 
than before. The men agents knew the needs of that farm home 
and the women agents knew the income producing possibilities of 
the farm, and since both had worked together a very important 
balance has been reached — a balance between the farm and the 
home. And of course the importance of this family approach is not 
lessened when it is the farmer and his wife and older children 
working together on the plan. 

We know that we can move production up on the average of 
to 75 percent by Balanced Farm planning. Our problem is, how can 
we move more rapidly — ^how can we interest more farmers? We 
have 114 counties in our state and we have Balanced Farming work 
going in every county. However, in 1946 we started in one county 
with what we call a Balanced Farming Association. Fifty farm 
families banded together, paid in $50 each, the businessmen of the 
community put in $1^0 and the Extension Service put in $1^50 to 
provide a $5000 fimd with which to hire an associate agent to help 
these 50 farm families set up Balanced Farming plans. This has 
been the most helpful device we have found to move soimd farm 
and home planning. In 1947 we had 17 of these associations, in 
1948 we had 29, this year we have 37, next year we will have 46. 
This would represent 45 different counties — one county has two 
associations. This growth testifies to the effectiveness of this 
method. 

When a farm family puts in their own money to help employ an 
associate agent who in turn helps them develop a farm and home 
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plan they are ready to move- People value things that they pay for 
with money or in work. The things that are given them are not 
valued so highly* This, I think, accounts for the fact that it is in 
these associations that we have made real progress in Balanced 
Farming. Take for example, Lafayette County. They had two 
Balanced Farming associations in 1948. The county built ^69 miles 
of terraces. The 20 county soil districts in our state built a total of 
520 miles of terraces in 1948 according to the SCS reports. Among 
the 114 counties in the state using nine measures of soil con- 
servation, Lafayette County ranked first in three of them. It 
was first in miles of terraces built, first in acres contoured, first in 
terrace outlets built, 6th in tons of limestone used, 7th in number of 
farms contoured, 10th in number of ponds built, 11th in total acres 
of sweet clover, 12th in acres of green manure turned under and 
15th in tons of fertilizer used. I simply use this as an example to 
indicate that there is correlation in our state between the progress 
in conservation, in soil improvement, and in the number of these 
associations a county has. It is also interesting that in 1946, the 
same county that first started a Balanced Farming Association 
started our first soil testing laboratory. Today we have 60 county 
soil testing labs where a farmer can learn from his own county 
agent the kind and amounts of fertilizer needed for each of his fields. 
This is a tremendously significant development and is another by- 
product of our Balanced Farming program — ^to help people to help 
themselves. In the four years since we have started these labs we 
have increased fertilizer use 50 percent. Missouri is today using 10 
times as much fertilizer as it did 10 years ago. 

Certainly we have had our ups and downs with these associa- 
tions. Some have failed, principally because we did not have men 
available of the type essential to make a success of* one of these 
associations. It takes the very highest type of a county agent. He 
must be able physically, as well as knowing farming from the 
ground up, to handle this job. We have 38 of them on the job today 
and as I said a minute ago, expect to have 46 on the job next year. 
As the years go by, however, we are going to have the best trained 
bunch of county agents anybody has ever seen, since it takes real 
men to do this job. This associate county agent turns first to his 
county agent and home agent when he hits a hard problem. He is 
not a superman. If they still have trouble, they have first call on 
our sj^ialist group for we believe that we have men who, in their 
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respective fields, know the answers better for the state of Missouri, 
in water management, farm management, soils, field crops, dairy- 
ing, animal husbandry, etc., than can be found anyplace else. It is 
their job to keep these county workers sound. It has been a tre- 
mendous challenge to our specialists. They have responded in a 
magnificent way. As our soils specialist, the chairman of our 
Balanced Farming committee puts it, “Let’s quit fooling with these 
dam meetings and get out on the farm and get something done.” 

The essential philosophy in this Balanced Farming approach is 
that the welfare of the farm family comes first, that you will never 
improve and conserve the soil unless farmers determine to do it 
themselves largely with their own resources; that it is just as es- 
sential to have a blueprint for the improvement of the farm and 
home as it is to have one with which to build a barn or a house. 

There is one thing of which we are certain and that is that we do 
not have the final answer. We are convinced that our present 
methods are effective, but we wonder whether there are not still 
better ways of getting the job done. We are experimenting ri^t 
now with a number of different ways of doing farm and home 
planning. In one county, for example, we are trying out a somew at 
less intensive method of planning. The agents in a single year have 
85 farms well under way. These are in separate school districts and 
we expect to try within another year an experiment to see how 
much we can do in using these 85 men as local leaders who would be 
willing to help a half-dozen neighbors in setting up their Balanced 
Farming plans. We are experimenting with this in the hopes that 
some day the government might recognize that you could put on a 
great voluntary program of farm planning where you could really 
get soil conservation and get it paid for at the same time; where 
you could get real crop adjustment through mass farm planning. It 
is perhaps wishful thinking that a thing so inexpensive and so 
simple could ever be incorporated in an over-all farm program. But 
we know we could make it work in Missouri, so we go on working 
and hoping that we might have this chance, because with it or 
without it, we know we are doing one hundred times better Ex- 
tension work today, getting more practices adopted every year 
than we ever dreamed of getting before we started with the 
Balanced Farming approach. 

Among the things that we have learned is that to have progress 
in a venture of this kind facilities must be available. Among those 
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facilities, I would include fann management companies who will 
work with the larger farms, tlie non-resident owner farms, and the 
farms that would require the close farm management attention that 
our county agents cannot, or at least should not, give. In our state 
we have 325 soil moving contractors. They have their own con- 
tractors* association, many of which men are former county agents. 
They have put their money in machinery to build terraces, soil 
saving dams, ponds, drainage ditches, and that sort of thing. They 
have the know-how, they can do the work much better than the 
farmer can do it for himself, and in general we believe it will pay a 
farmer to hire one of these men and use his own time in developing 
his livestock enterprise or other things on the farm that wiU bring 
in the money with which to pay his contractor. Fertilizer dealers 
have been a great help in our whole program. In turn we are asking 
them to stock the kind of fertilizer farmers should have and they 
are doing it. We must include businessmen in a program of this 
kind. Our businessmen, particularly our State Bankers Association, 
help support the Balanced Farming associations. Again, when a 
man puts his own money into a thing he is proud of it. He talks 
about it. He boosts it, and all of this helps carry the program. We 
believe the development of Balanced Farming around any agricul- 
tural town helps more than the bringing in of any type of factory or 
anjrthing of that sort that they could possibly find. Why not allow 
them the privilege of investing in a really sound development pro- 
gram? Incidentally, we have more difficulty in selling our farmers 
on this idea of allowing the businessmen to help finance an associa- 
tion than we do the businessmen. 

All in all, we believe that the development of the Balanced Farm- 
ing program has been one of the great things that has happened in 
our state. We were barely started when the war years took away 
our younger county agents and pretty well stopped our program. 
Since the war we are getting under way again and have more than 
20,000 farm families in some stage of a Balanced Farming program. 
It takes years of hard work for a farm family to get a really good 
program under way. It takes the constant encouragement of the 
county agents to keep them working at the plan once it is made. 

We look forward to the day when a couple of hundred of what we 
call ‘‘graduates*’ of our Balanced Fanning associations may form a 
more extensive type of association in a county and pay all of the 
salary of their associate county agent, a man with particular train- 
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ing in Agricultural Economics, who will not only help keep them 
on their plan but help them really use outlook information. Such an 
association would work in groups more than is possible or necessary 
with the small associations when the individual plan is being de- 
veloped and started. 

As I stated before, we do not know all the answers or any con- 
siderable number of them about getting farm and home planning 
done; but we do think it is the soundest and most fundamental ap- 
proach, both from the standpoint of the farm family and from the 
standpoint of the Extensive Service, that we have ever had. With 
the advice of our farm people we expect to keep on improving our 
techniques until some day you can ride down any of our roads and 
see good farming and good homes — ^Balanced Farming — on every 
hand. 



ECONOMICS FOE THE PARMER 
Lattben Soth 

TkB Des Moines Register and Tribune 

M ost of us who are members of this Association are engaged, 
one way or another, in trying to inform farmers about the 
economic factors affecting their businesses. It is surprising, there- 
fore, how little time we devote to studying the best methods of 
doing this job. If we are to raise the general level of understanding 
of economic facts and principles, we cannot be satisfied merely 
with increasing the supply of information. We must also be con- 
cerned with our responsibilities of exposing the public to the in- 
formation and of increasing its rate of absorption. 

The reasons why it is important that we do a more effective job 
of transmitting economic information to farmers are self-evident: 
first, to help them adjust their individual business operations more 
rationally to a changing economic situation; and second, to help 
them make sounder judgments about governmental activities in 
agriculture. 

I 

When agricultural prices and land values flopped badly after 
the first World War, the demand for economic information grew 
enormously. The commercialization of the farming industry had 
long since reached a point where farmers were conscious of their 
relationship to the business cycle. There had been agitation for 
monetary inflation and other kinds of farm relief during the last 
half of the nineteenth century. But no previous price-cost squeeze 
had quite the impact on farm thinking of the affair. Farm 

people began to wonder about the factors which determined their 
prices. This was the period of heaviest assaults on the packing 
companies, the grain exchanges, the banks and other institutions 
which farmers believed were responsible for their difficulties. It led 
to the flurry of farm co-operative organization, to the McNary- 
Haugen episode and all sorts of plans for raising farm prices. 

It also led to the first systematic effort to educate farmers about 
economic conditions which affected them. The Wallaces, Henry C. 
and Henry A., were prime movers in the effort to provide agricul- 
ture with more and better economic information. They began to 
publish charts of ‘Tiog profits and losses’^ in their farm paper, and 
later added similar diagrams on beef cattle and butter. Later 
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Henry A, Wallace added statistical information about general 
wholesale prices, industrial production, employment, carloadings, 
and other indices of business activity. He also began to publish 
his own forecasts of prices. 

In 19£3, Henry C. Wallace, as Secretary of Agriculture, called 
the first national farm outlook conference. The first outlook report 
covered only demand conditions and price prospects for wheat, 
cotton, tobacco, com and hogs. Little effort was made to give it 
widespread circulation among farmers. 

At the time this outlook work was getting started it was felt by 
many farm leaders that farmers would make the proper adjust- 
ments in crop acreages and livestock programs if they had the facts 
before them. They thought adequate economic information would 
prevent surpluses and help stabilize agricultural prices by making 
the market a more effective instrument for balancing supply and 
demand. There was even a “forward price” proposal advanced at 
this time to make the outlook work more meaningful and effective 
— and to reduce uncertainty m the farm business. 

Of course a more perfect market was not the answer to the farm 
depression of the ’twenties. But because outlook work had been 
advocated as a panacea, it was discredited when farm conditions 
didn’t get any better and then went from bad to very much worse 
in the Great Depression of the ’thirties. 

Agricultural leaders turned their eyes toward federal government 
action to adjust production, along with purchases and loans to 
support prices of farm products. The theory behind these programs 
was that the free market couldn’t be made to balance supply and 
demand. The idea, in contrast to that embodied in outlook work, 
was to substitute central direction and management for the auto- 
matic regulation of the market. 

Although it may be true that the free market system is inade- 
quate to direct the necessary adjustments in agricultural produc- 
tion and marketing in a time of violent economic change, it is fair 
to say, I think, that we have never done our utmost to try to make 
it work more efficiently. We haven’t given the free market a really 
fair trial, for it is implicit that a smoothly functioning free market 
must have as its basis complete, accurate, understandable, and 
timely economic information to producers. 

Neither our national government, our educational institutions, 
nor the press have been able to achieve anything like a satisfactory 
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dissemination of such information to farmers. Strangely enough, 
some of the groups and institutions which argue niost vehemently 
for the free enterprise economy are least willing to spend money in 
a genuine effort to make it work in agriculture. 

n 

Paradoxically, the AAA programs have accomplished many 
times as much in acquainting farmers with economic information 
as the Extension Service has in all its 26 years of organized outlook 
programs. Whatever the AAA programs did or did not accomplish 
in the way of production control, they certainly did provide many 
farmers who never before had been reached by any educational 
agency with basic knowledge about the American economy and 
agriculture's place in it. 

Each year in order to get compEance with its programs, the AAA 
brought to farmers in simple terras the supply and demand situa- 
tion affecting the crop in question. The interpretation was slanted, 
of course, to induce farmers to go along with the adjustment. But 
still farmers were made aware of relationships and magnitudes — 
the impact of the foreign market, for instance, which they had not 
previously thought about. You who have worked with farmers 
during the last £0 years will bear me out on this. 

This achievement in the field of economic education by the 
national farm adjustment programs is something which it seems to 
me deserves study. What are the reasons why AAA could interest 
farmers in the foreign market for wheat, when Extension couldn’t? 
You cannot dismiss this question merely by saying AAA had the 
money, and fanners were interested in their pocketbooks. There is 
more to it than that. 

One reason why AAA was more successful in economic education 
than the Extension Service was that it used local farmers to do the 
job. Local people know best what their neighbors are interested in 
and how to approach them with new information. Extension has 
always prided itself on its local leader system, and apparently this 
system has worked well in spreading information about farm pro- 
duction practices. But for some reason, the Extension people were 
never able to get this job done on economic information. 

Why was the AAA able to get local leaders to do job which 
Extension had been unable to do? Well, the committee-men were 
paid, for one thing, and Extension’s local leaders were volunteers. 
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But aside from iJiis, AAA had a definite sales argument to put 
over. It was shooting at a definite goal. The AAA workers were not 
troubled with doubts about the correctness of their program. They 
didn’t try to bring out the ‘‘other side” of the question. Instead, 
they did their best to sway farmers to their way of thinking. Theirs 
was a dynamic, crusading movement, and it had a highly interested 
audience during those depression days. It attracted workers just 
because it was new and dynamic. Alongside it, the Extension out- 
look story was drab and dull. 

Opinion researchers have found that no matter how skillfully an 
information campaign is waged, it will fail unless it is geared to the 
public’s interests. All of us know from experience, also, that people 
learn more in discussion of “hot” or controversial issues than they 
do when they aren’t emotionally worked up about them. We know 
from the mail which comes into our newspaper that controversy 
results in a much higher degree of knowledge. The recent outburst 
of Cardinal Spellman against Mrs. Eleanor Roosevelt unquestion- 
ably stimulated thousands of people to become better informed on 
the issue of public aid to schools, as well as upon the questions of 
religious freedom and separation of church and state. 

The heated arguments over crop acreage control and other 
aspects of agricultural policy contributed to the wider spread of 
economic information through the AAA system — both among 
friends and enemies of the program. 

When public interest is high, when controversy is alive, that 
seems to be the most favorable cKmate for getting across informa- 
tion. But there is one danger in trying to reach people on the basis 
of their interests alone. People nearly always seek information 
congenial with their prior attitudes. They select material to read 
which fits in with their own biases, and they go to meetings or 
listen to radio programs which strengthen their own convictions. 
Thus it is easy for educators, or others in charge of information 
campaigns, to be misled as to the number of people they are reach- 
ing and as to the amount of information they are getting across. 
The AAA has fallen for this to some extent, I believe. It has done a 
good job of educating the loyal followers of its programs, but it 
may not have reached out as far into the byways as it believes. 
The older AAA becomes the more it falls into the same rut as Ex- 
tension or any other agency. It clings to its permanent “clientele” 
and to the methods and techniques it has used in the past. 
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There is supposed to be a high pitch of interest among farmers in 
agricultural price programs right now. The last election, according 
to the experts, was swung to the Democratic side primarily because 
Midwest farmers didn’t like the Republican performance on farm 
legislation. The Democrats held a big shindig in Des Moines to sell 
the Brannan Plan and capitalize on this feeling among farmers. 

Yet a Gallup poll just over two weeks ago showed anything 
but a burning interest among farmers in price support programs. A 
sample of Midwest farmers were asked whether they had been fol- 
lowing the discussion of the Brannan Plan and what their opinions 
of it were. Less than half of them, 4S percent, said they had been 
following the discussion. Kfty-seven percent had little idea of 
what the plan was all about. 

This should not be so surprising to us when we realize how slow 
the spread of even simple production information is among farmers. 
A large number of Iowa farmers still don’t feed balanced rations 
to livestock. It took many years for Iowa farmers to adopt hybrid 
seed com, even after it had been proved. We should not expect 
farmers to follow and grtisp complicated economic ideas like the 
Brannan Plan within a few months. Yet many of our information 
programs are handled as though every farmer were deeply in- 
terested, able to start at the same point, and equipped with all the 
background that the best informed farmers have. 

Ill 

The National Opinion Research Center concluded, in the study 
referred to earlier, that there exists in our population a hard core of 
chronic ‘*know nothings.” Surveys consistently find a certain 
proportion of the public which is not familiar with any particular 
event or idea. This group of “know nothings” is the group which 
we do not reach with the newspapers, the radio, in meetings, or 
any other way. There is something about these uninformed people 
which makes them harder to reach, no matter what the level or 
nature of the information. 

Considering the amount of space which the newspapers give to 
the national debt, the federal budget and related information, I 
was shocked recently to see a Gallup Poll report which indicated 
that nearly two-thirds of the people surveyed (64 percent) would 
make no estimate of the federal budget for the last year. Only six 
percent were able to place the budget correctly within a range of 
S5 to 45 billion dollars. Another 30 percent guessed the budget out- 
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side this very wide range. About the same percentages of ignorance 
were shown on information about the national debt. Only seven 
percent of the people were able to place the debt in the range of 
225 to 275 billion dollars. 

Lack of knowledge of the figures does not mean, of course, that 
many of these people do not have some concept of the issues in 
fiscal policy, but it surely is an indication that this kind of informa- 
tion is not widespread. 

The size of this bloc of “know nothings,” added to the still larger 
bloc of those who know lit&e about economic information is 
something that newspapermen, educators, and politicians need to 
give more attention to. The fanners who have inadequate economic 
information still make decisions about production and marketing 
on the bases of prejudice, hunch, and guesswork. They make politi- 
cal decisions on the same inadequate grounds — decisions about 
farm programs, about international trade policy, and about in- 
dustrial and labor policy. 

The problem is both a matter of making democracy work better 
and of making the free market system in agriculture work better. 

IV 

Unfortunately, we know very little about how to go ahead with 
this challenging assignment. We need first of all research on how 
farmers get information about markets, prices, general business 
conditions, and so on. Then we need research on how they use this 
information to form their judgments. 

In the absence of better and more scientific groundwork, it seems 
to me that state college Extension Services and other agencies 
dealing with farmers could learn something from the experience of 
the last 15 years. 

For one thing, it appears to me that the Extension Services will 
never do an adequate job of economic education until they become 
bold enough to deal with controversial issues. I am not advocating 
that they try to promote a particular point of view, as mstitutions, 
in the manner of the AAA. But I do think they ought to give in- 
dividual staff economists complete freedom to express their views 
as they see fit on questions of economic policy — insisting only that 
the basis for these views be accurate and unprejudiced facts. Too 
many of our economic research and Extension programs are cir- 
cumscribed by the political forces in the stales, working through 
the college administrations. I have seen a good many economic 
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education programs bog down because they were so insipid. They 
lacked drive and carry-through because staff members did not feel 
free to take a position and argue it if it happened to be unpopular 
with politically-powerful groups. I believe more could be accom- 
plished in economic education among farmers if more economists 
were free to stand up and be counted on the hot issues. 

I have used the AAA as an illustration of this more vigorous and 
more effective educational approach. I could also cite some of the 
work done by some labor unions during recent years, and increas- 
ingly by farm organizations. 

College administrators spend too much time worrying about the 
^€ct of their educational programs in the social sciences. They 
credit discussion leaders who express their own opinions with more 
influence than they actually have. 

Remember, I am talking about ways and means of making more 
farmers acquainted with factual information about economic con- 
ditions and issues of the day — ^not about persuading them to a 
certain point of view. Strongly opinionated presentation of eco- 
nomic information does not necessarily change the attitudes of the 
audience. There is ample evidence to show that while some attitudes 
change, though usually very slowly, information of this kind does 
not affect attitudes of different people equally, and many not at 
aU. 

For example, the AAA fell a long way short of convincing all 
farmers of the correctness of its approach to agricultural adjust- 
ment. The Democrats may gloat about the last election “proving” 
farmers don’t like flexible price support and want rigid crop con- 
trols, but they should not forget the previous two elections when 
the Midwest farm vote was Republican. One could make just as 
good a case that farmers were opposed to crop acreage restrictions. 
The point is that the AAA’s slanted and opinionated presentation 
of economic information nevertheless got the facts across to many 
more farmers than a more objective, and duller, method would 
have. 

The CIO does not convince all its members on its numerous 
policy positions, but its vigorous manner of presentation does in- 
crease the absorption rate of a great many facts about prices, 
wages, industrial production, and other economic indicators. I 
would recommend to ^Extension economfsts, editors, and admin- 
istrators that they look over some of the publications of both the 
CIO and AFIi for examples of effective economic education. What 
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these educators should be worried about is not the great effect of 
their opinions but the lojck of effect of their dissemination techniques. 

This same principle of taking sides and being/or or against some- 
thing can be applied to outlook information. Many writers of out- 
look reports are scared to death that they might be wrong in a 
forecast. I wouldn’t be so worried about being wrong as about not 
being listened to. If an economist who spends all his time studying 
the economic situation is afraid to form a judgment, how does he 
expect his readers to form one, or to pay attention to him? In this 
connection, let me point to the Doane Agricultural Service as an 
example of effective outlook information. It is not satisfied to pre- 
sent the facts alone. It gives the facts color and meaning by going 
the next step and forming a judgment. It probably gets across a 
good deal more outlook information to farmers than many of our 
state colleges do. 

It isn’t necessary to go out looking for a fight in order to bring 
economic information to farmers. But avoiding controversy can be 
a way of not accomplishing much in this field. 

While it is important that educational institutions, as institu- 
tions, remain objective, this does not mean individual staff mem- 
bers must never commit themselves. 

In fairness to the agricultural colleges, we should recognize that 
it is not easy for them to conduct economic information work about 
hot political issues. With loyalty investigations rampant in both 
state and national governments, it takes some courage to try to do 
an educational job in social science. It is much easier to just pass by 
anything that looks like it might create trouble. Still, shying away 
from these issues by the educational agencies, who are best equipped 
to discuss them and bring out the relevant facts and information, 
leaves the field to the charlatans and interest groups. 

Getting economic information to farmers is at least as important 
as any other agricultural program being carried on today. It de- 
serves a great deal more study and imagination on the part of 
educational institutions, government agencies, and the press. 

DISCUSSION 

George A. Pond 
University of Minnesota 

Mr. Morse and Mr. Soth are inclined to accuse farm economists in gen- 
eral and extension economists m particular with being unduly cautious 
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and conservative in their interpretation of the economic outlook to farmers. 
It might be an interesting study for some enterprising and imaginative 
graduate student to analyze the “batting averages” of farm economic 
prognostigators and their appraisal by farmers. 

Director Burch develops one point that the other two speakers fail to 
mention— namely the importance of having the farmer understand the 
reasoning behind any economic program or plannmg to which he is a party. 

One can hardly believe that either Mr. Morse or Mr. Soth thinks the 
farmer will be satisfied or most effectively served by the “dope sheet” type 
of economic outlook, although that could easily be inferred from their 
papers. I agree with them that farmers would like to have a definite specific 
statement of the economist's opinion on protective prices. 

Even if the economist has the right advice for the occasion it may have 
no bearing on the next economic problem that confronts the farm operator. 
If he has been taught the process of solution, he can apply it to the new 
problem and get the answer that does fit. 

We should be indebted to Mr. Morse for his emphasis on the increasing 
proportion of farm inputs that involve cash outlay. This is significant from 
the standpoint of the vulnerabihty of farmers in depression periods. How- 
ever there is still a large proportion of fixed costs in fanning ^at cannot be 
escaped by curtailing production. I question whether any large number of 
farmers will cease or severely curtail operation voluntarily in the next 
depression. 

The heavy stress Mr. Morse lays on the part government programs play 
in determining the price outlook for farmers rather negates the emphasis 
he places on accurate and specific economic forecasts. 

Mr. So^’s major emphasis, as one might logically expect of a journalist, 
is on publicity methods. His comparison of extension methods in the educa- 
tion field with the sales efforts of AAA workers seems hardly an altogether 
valid one. I also question the significance of his comparisons between the 
educational methods of economic extension workers and the success of 
union labor leaders in rallying workers to their program. Here again 
monetary rewards and various types of coercion make this distinctly a 
‘Tiorse of a different color,” To develop successful pressure groups which 
spo^r programs that may be distinctly uneconomic or to sell them on the 
hma of misinformation, even if distinctly successful is hardly comparable 
with extension teaching. 

lam sure Mr, Soth does not mean what he seems to imply in lauding the 
“spell-binder” and the “rabble rouser” because they are able to influence 
people to action regardless of whether that action is good, bad, or in- 
different. Extenskm and research econonnsts may at times be colorless and 
prosaic but that is no i^a^n for them to court popular apol ai Tn by pressing 
a cause ju^ because it can be made to appeal to certain special interest 
groups. It is better to sell a little sound economics than, by much sound 
and fury to stimulate a lot of phony thinking. 



Fabm Management as an Art— Discussion 


DISCUSSION 

A. Shultib 

Exte?mon Service, Cdifomia 

Hr, Morse in his closing paragraph states that able farm managers 
realize that economists cannot always be right in their forecasts but that 
their best judgment is wanted This would imply the willingness and abOity 
of the able farm manager to consider the evidence and draw his own con- 
clusions as to the most profitable fanning plan for a particular farm. 
But there are many people managing farms that are not able and might 
need help, Mr. Morse tells them through the Doane-Agricultural Digest 
and according to Mr Soth more effectively than do we in the Extension 
Service. We should take some lessons. Certainly farmers need more specific 
and timely information for planning their operations and their buying and 
selling. Public agencies such as the TJ.S.D A and Federal-State Crop and 
Livestock Reporting Services and Market News services are doing a bigger 
and better job all the time. But more and better distribution should be pos- 
sible even with existing knowledge, funds and personnel. 

Mr. Soth makes a case that merely increasing the supply of this economic 
information won’t get it in the hands of farmers. We need to time it as to 
interest, put it in understandable, useful form and then use all available 
methods and channels to get it in the hands of farmers in such a way that 
they will act on it. He feels we must not avoid controversial issues or taking 
sides We gain a hearing only on something of intense mterest and even 
then only with an argument and not a dispassionate exposition of both 
sides. 

Managing a farm for highest total profit or smallest loss over the next 
few years of uncertain prices, production allotments, continuing high costs 
and additional new scientific and mechanical developments will require 
high professional competence in the art of farm management. There are 
many able farm managers but there are far more that need some training 
and help. Here is a big job with plenty of room for all agencies — ^public and 
private. 

There is still plenty of room for private professional assistance to many 
farmers able and willing to pay for service beyond that which can be ob- 
tained free. The Doane Agricultural Service of which Mr. Morse is presi- 
dent, is certainly making a large and important contribution to better 
farming along with many similar agencies and private consultants It is 
surprismg there is not more of such service available in the far west. 

Perhaps one of the most promising methods of applying the art of farm 
management to the average family farm is through the Balanced Farming 
Associations in Missouri and the Farm Management Associations in some 
of the other middlewestern states The essence of these plans is the pay- 
ment by the farmer of part of the cost of a farm planning service beyond 
that obtainable in free educational programs. 
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The farm family paying part of the cost of assistance was cited by 
Director Burcb as favoring the full development and use of the farm and 
home plan. Apparently this cost has not been a deterrent to the growth of 
the Balanced Farming Associations. Lack of trained personnel has been 
the main deterrent. 

Director Burch raises a significant question about tying in the Agricul- 
tural Conservation Program with Balanced Farming Plans. We have 
doubtless heard the suggestion that A.C.P. payments be made only where 
there is a sound land use plan. Our first reaction is to shudder at a shotgun 
wedding of such payments to the art of farm management. Farm plans 
poorly prepared to qualify for an A.C.P. payment might discredit the 
whole idea of farm plannmg. On the other hand A,C.P. practice payment 
to share the cost of a developed fann plan might be merited. Here is a real 
opportunity as Director Burch says for a great voluntary program to ob- 
tain and pay for soil conservation and obtain crop adjustment through 
mass farm plannmg. It will need some help from the farm management 
field. 

As a representative of the far west, I should present an alibi regarding 
our small progress in individual farm planmng. It looks good, but we 
can’t seem to make much headway. In Califorma our commercial farms 
are fairly large and highly specialized with a rather narrow range of 
adapted and profitable enterprises. But we see many shifts and readjust- 
ments coming which will require intelligent reorganization of many in- 
dividual farm businesses. We must improve our abihties, material and 
methods in farm planning. 

These three papers all present a convincing case for a larger number of 
workers better trained m the art of farm management. 
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glNTEGEATING ECONOMIC AND LEGAL THOUGHT 
ij ON AGRICULTURAL COOPERATIVES 

ai- A. Ladhxt Jensen 

Umversity of Utah 

r HE sliift to more govenunent in economic life arises primarily 
because law in a democracy is not merely a system of authori- 
tative legal materials; it is also a specialized form of social control 
resulting from organized pressure of economic and political groups 
in the social order. Probably no better example of political pressure 
for better bargaining power can be found anywhere than the pres- 
sure of American laborers and farmers to gain the legal right to 
organize for group welfare. 

Time permits only a limited consideration of details. What I 
shall chiefly endeavor to present to you is an outline of the per- 
sistent, powerful, and slow moving group forces in their economic 
and legal aspects, from which is now emerging the modem coopera- 
tive corporate associations of farmers in this country. 

Common Law and Free Competition 

History is replete with the struggles of men to find freedom and 
economic justice within the legal framework of different social 
orders.^ Out from the volumes comes one clear lesson: that while 
a country is not populated appreciably beyond its optimum rela- 
tion between numbers and consumable resources, a capitalistic- 
democratic form of government has insured the largest number the 
surest political freedom, the strongest financial incentive, the wid- 
est economic opportunity, and the greatest individual power to 
command goods and services. 

On the other hand, the very freedoms inherent in a dynamic 
modern capitalistic democracy have also produced the most and 
largest private-profit corporations with the greatest concentration 
of economic power. 

As Pericles emphasized, it is a biological rule of life that big fishes 
live on httle fishes. Similarly the freedoms which allowed big cor- 
porations to be controlled by a few citizens provided, and to a con- 


^ Toynbee, Arnold Joseph, The Study of History, Abridgment of Vols. I-VI by 
D. C. Summerville, Oxford University Press, 1946. 
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siderable degree still provide, an easy method for the exploitat y 
of unorganized farmer and consumer groups.^ d 

The legal controls which the common law exercised at about ^f 
be^nning of the nineteenth century to insure a free and fair 
change of goods and services were relatively simple and unusm,jj^ 
effective. Both criminal and civil law made illegal all combinative 
in restraint of trade, except, that partnerships, joint stock as.re 
ciations and a few monopolistic Royal Charter corporations we^ 
allowed.* ^ 

The laissez-faire economy, following the time of Adam Smith 
(17^3-1790) and David Ricardo (177^-18^3), was grounded on the 
legal principle that the function of government was to preserve free 
competition between individuals and small unincorporated asso- 
ciations. Except as the law allowed partnerships, joint stock asso- 
ciations and licensed monopolies, it was the duty of the State to 
destroy every attempt to profit by combinations restraining trade 
or enhancing prices in any degree.^ It was generally believed that 
if free competition could thus be preserved, business efllciency and 

* Nourse, Edwin O., From Dogma to Science in Cooperative Thinking, American 
G>operation, American Institute of Cooperation, Washmgton, D. C., 1946, pp. 10- 

See also: Berle Jr., Adolf A„ and Means, Gardner C., The Modern Corporation 
and Private Property The Macmillan Co , N. Y. 1938 

The classical statement on exploitation of farmers by parties more strategically 
situated was quoted by the Umted States Supreme Coint in the case of Liberty 
Warehouse Co. v. Burley Tobacco Growers Co-operative Marketing Ass*n (276 
U.S. 71, 1928) from the Kentucky Supreme Court as follows: 

“We take judidal knowledge of the history of the country and of current events 
and from that source we know that conditions at the time of the enactment of the 
Bingham Act were such that the agricultural producer was at the mercy of specu- 
lators and others who fixed the price of the selling producer and the purchasing price 
of final co n su m er through combinations and other arrangements, whether vahd 
or inyahd, and that by reason thereof the former obtamed a grossly inadequate price 
for his products. So much so was that the case that the intermediate handler between 
the producer and the final consumer injuriously operated upon both classes and 
fattened and flourished at their expense. It was and is also a well known fact that 
^thout the agricultural producer society could not exist and the oppression brought 
about in the manner indicated was driving him from his farm, thereby creating a 
condition fuDy justifying an exception in his case from any provision of the common 
kw, and likewise justifying legislative action in the exercise of its police power.” 
(208 Ky. 649, 271 S,W. 695.) 

» See: O^nheim, S. Chesterfield, Cases on Trade Kegulation, West Pub. Co . 
1936, p. 8 For a brief history of Hoyal Charter corporations which were chartered 
monoj^hes m foreign trading, such as the Hudson Bay Fur Company and East 
IpAa Company, see: Wilhston, Samuel, History of the Law of Private Corporations 
Before 1800, 2 Har. L. Bev, 109. 

« Oppenheim supra note S quotes from Blackstone and Coke: "In England the 
and narrow meaning of ‘monopoly* was ‘a license or privilege allowed by 
the King for the sole buying and sellmg, makmg, working or using of anything what- 
soever, whereby me subjert in general is restrained from the liberty of manufactur- 
ing or frading which he had brfore.* Also associated with the problem of monopo^ 
were the early common law ofifenses of engrossing, forestalling and regrating.** 



Economic and Legal Thought on Cooperatives 89S 


fair prices would residt and thus the general weKare would be in- 
sured. The economic results in a large measure justified the behef 
in competitive individualism as an eflScient regulator of industrial 
and commercial life. 

Thus, if two or more partnerships, joint stock associations, 
laborers or farmers contracted or combined to gain a financial ad- 
vantage in the market they were guilty of an illegal conspiracy in 
restraint of trade and could be prosecuted criminally® at the option 
of the State or enjoined in a civil action in a court of equity at the 
option of an interested citizen.® 

As late as 1913, the Supreme Court of Iowa invoked the common 
law doctrine of illegal conspiracy against the Decorah Farmers 
Cooperative Society because a local group of farmers had volun- 
tarily associated together to jointly demand a slightly higher and 
fairer price than Mr. Reeves, the Chicago buyer, was willing to 
pay for their hogs. 

The court did not analyze whether its own duty was to equalize 
as far as possible the bargaining power of the farmers against that 
of the big packing company of Chicago whom Mr. Reeves repre- 
sented. It enforced the traditional, but now economically out- 
moded, common-law doctrine that free competition between in- 
dividual sellers and buyers must be upheld, even if the latter pos- 
sessed the advantage of quasi-monopolistic bargaining power. 

A permanent injunction was decreed against the enterprising 
Decorah hog raisers. The court thus dissolved the cooperative 
society and relegated the farmers once again to the disadvantageous 
position of competitive individual selling of their livestock at whole- 
sale prices, while at the same time they were compelled to pay re- 
tail prices for the things they purchased. 

It is pleasing to note that this bad decision is one of the last in 
this country to deny to farmers the right to organize a cooperative 
through which to jointly market their products. 

Industrial and Legal Inventions Concur 

Limits of time preclude even a highlight tracing of the concurrent 
growth of industrial inventions and assembly line techniques on 

* Rex V Bykerdike, Lancaster Assizes, 1832, 1 Moo & R. 179; People v. Fisher 
14 Wendell 9, N Y (1835) In the latter case the New York court reaflfirmed the 
principle that it was a criminal conspiracy to combine and strike for a raise in 
wages; and State v. Donaldson 32 N J. Law 151, 90 Am Dec 649 (1867) 

“ Reeves v. Decorah Farmers* Co-operative Society, 105 Iowa 194, 140 N.W. 844 
(1913). 
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the one hand, and of their legal counterparts : parent and subsidiary 
corporations,^ holding companies,® voting trusts,® aiEhated corpora- 
tions by use of interlocking directorates and non-par stock, 

Suffice to say that all anti-trust attempts to restrict the growth 
of big corporations and corporate combinations, met with little 
success except in the relatively limited field of Public Utility Regu- 
lation.^^ Here by the use of rate making powers a fair profit was 
usually defined as, and enforced at, approximately six percent on 
invested capital. 

During the last half of the nineteenth century private-profit cor- 
porations of all kinds grew and flourished— through stock acquisi- 
tions, consolidations and mergers. Their perpetual life, limited 
liabihty for members, centralized management and capacity to 
command the best professional skills, all made for rapid and ex- 
tensive accumulations of capital, and of surplus profits. For a time 
their indirect benefits of efficient production appeared to outweigh 
the evils of their great quasi-monopolistic power. About 1880 
many courts, and the business and financial interests generally be- 
gan to praise big corporations more than they condemned them.^* 
Mechanization and corporate efficiency did supply an increasing 
flow of goods and services, usually at reduced prices. 

By 1890, however, labor and agriculture generally realized that 
their bargaining ability to extract their just economic due from the 
total annual goods and services was feeble when compared with the 
bargaining power of capitalistic corporate groups inherent in the 
pricing power of big corporations. 

Nevertheless Congress was not yet ready to increase the bar- 
gaining power of labor and agriculturists by allowing them to 
combine for group welfare. Congress resolved upon one last vigor- 

^ Latty, Elvin R., Subsidiaries and Affiliated Corporations, Foundation Press, 
Brooklyn, N.Y. (la^). 

* Berle and Means, The Modem Corporation and Private Property, The Macmil- 
lan Co., N.Y (19S3) pp. 91, 20S-a06, ^12, S19. 

• Cushing, Henry A., Voting Trusts, The Macmillan Co. (1987). 

Ballentine, Henry, Non Par Stock— Its Use and Abuse, 57 Am. L Bev. 883 

(1928). 

“ ftiblic Utility regulation by the states gained impetus by the enactment of the 
Interstate Commerce Commission Act of 1887, 43 Stat. 801, 49 U.S.C.A. Sec. 1 et. 
seq. 

Justice Field in writing the decision of the Court in the Railroad Tax case of 
San Mateo County v. Southern Pacific Railroad (Cir. Ct. D. Calif.) IS Fed. 722, 
743 (13 Fed, 722, 748 (1882)) san|[ the praises of the corporations, as follows: “As a 
matto of fact, nearly ®11 enterprises in this state, requiring for their execution an 
eiqienditure of large capital, are undertaken by coiporations.” 
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ous effort to curb big profit-corporations and to try to make them 
compete with each other in the public interest* This economic 
judgment and objective was implemented by the enactment of the 
Sherman Anti-Trust Act of 1890,^* 

There were, however, courageous legal-economic scholars on 
supreme courts in many places who thought the Sherman Anti- 
Trust Act was inadequate. They saw more clearly the difficulties 
of curbing the growth or activities of business corporations. They 
declared a new duty for both legislatures and courts: namely, to 
help equalize bargaining power of competing economic classes by 
making and enforcing laws to strengthen labor and agriculturists 
against the enhanced economic power of big business corporations. 

For a few decades these thinkers were the dissenters, but slowly 
their economic views gained wider acceptance. 

Justice Oliver Wendell Holmes was the greatest dissenter of 
them all. With broad vision, wise understanding and resolute 
courage he led the vanguard of a newly forming economic-legal 
thought. In the Vegelahn labor case of 1896,^^ in which the major- 
ity of the court denied a right of peaceful picketing. Justice Holmes 
wrote one of his most classical dissents, as follows: 

It is plain from the slightest consideration of practical affairs, or the most 
superficial reading of mdustrial history, that free competition means com- 
bination, and that the organization of the world now going on so fast means 
an ever increasing might and scope of combination. It seems to me futile 
to set our faces agamst this tendency. Whether beneficial on the whole, as 
I think it, or detrimental, it is inevitable, unless the fundamental axioms 
of society, and even the fundamental conditions of life, are to be changed. 

One of the eternal conflicts out of which life is made up is, that between 
the effort of every man to get the most he can for his services, and that of 
society, disguised under the name of capital, to get his services for the least 
possible return. Combination on the one side is patent and powerful. 
Combination on the other hand is the necessary and desirable counterpart, 
if the battle is to be carried on in a fair and equal way. 

The economic argument of Justice Holmes was just as applicable 
to a right for farmers to combine to get a fair price for their prod- 
ucts as it was for labor to combine to get a fair wage for its services. 

Following the enactment of the Sherman Act in 1890 many states 
passed anti-trust laws. Some even placed anti-trust provisions in 

13 26 Stat. 209 (1890), 15 U S C,A, Sec 1 et seq (1940). 

1* Vegelahn v. Gunter 167 Mass. 92, 44 N.E 1077 (1896). 

The principle of this dissent was upheld in 1921 by the United States Supreme 
Court, Chief Justice Taft writing the decision in the case of American Steel Foun- 
dries Y. Tri-City Central Trades Council 257 U,S. 184, (1921). 
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their amended constitutions in an endeavor to check the con- 
centration of capital and the growth of coiporate powers, 

Illinois passed an anti-trust statute in 1893 which declared 
criminal and void any combination of two or more persons, firms, 
corporations, or association of persons, to restrict trade, to affect 
the price of a commodity, or to prevent competition on an individ- 
ual basis in the manufacture, transportation, sale or purchase of 
merchandise, products or commodities, except “that this act shall 
not apply to agricultural products or livestock while in the hands 
of the producer or raiser,”^® 

In 1902 the Supreme Court of the United States held the Illinois 
antitrust statute unconstitutional and void in the Connelly Case^® 
on the ground that it favored farmers and thus violated the equal 
protection clause of the 14th Amendment, The court, with only 
Mr. Justice McKenna dissenting, said that the separate classifica- 
tion of agriculturists was arbitrary and capricious, since all persons 
mentioned in the statute fell witlii the same general class : persons 
engaged in domestic trade. 

The dissent of Mr, Justice McKenna upheld the Illinois legal 
classification as fully warranted by the difference between farmers 
and city merchant men.^^ His discerning dissent, as we shall see, 
became the opinion of the Supreme Court in 1940 in Tignor v. 
Texas,^® 

ReasortiMe ErihancemerU of Price Allowed After 1911 

The Supreme Court of the United States diligently endeavored 
for about fifteen years to enforce the Sherman Anti-Trust Act in 
the spirit in which Congress wrote it, namely, that “every contract, 
combination in the form of trust or otherwise, or conspiracy, in 


^ See: Connolly v. Union Sewer Pipe Company 184 U S 540, 554 (1902). 

Ibtd^ The 14th amendment declares in part that “No state shall deny to any 
person within its jurbdiction the equal protection of the laws,” 

Mr. Justice McKenna aptly observed in his dissent in the Connolly Case as 
follows: ‘*The excluded class is composed of farmers and stock raisers while holding 
the product or hvestock produced by them. The included class is composed of 
merchants, traders, manufacturers, all engaged in commermal transactions. That is, 
one class is composed by persons who are scattered on farms; the other class is com- 
posed of persons congregated in cities and towns, not only of natural persons but of 
coiporate organizations. In the difference of these situations, and in other differences 
which might occur to any reflection, might not the legislature see differences m the 
opportunities and powers between the classes in regam to the prohibited acts?” 
Ti^or V, Texas, 310 U.S. 141 (1940). 
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restraint of trade or commerce among the several states”^® was a 
misdemeanor and also illegal by civil law. This codification of the 
common law against monopoly and engrossing®® was for the chief 
purpose of preventing an "enhancement of price” by reason of 
contract or combination of the corporation concerned. 

By 1911, however, almost the entire membership of the Supreme 
Court decided that the common law doctrine that all restraints of 
trade were illegal just could not be legally enforced in a corporately 
organized economy. The court’s only alternative was to make a 
new legal doctrine compatible with the admitted existence of ex- 
panding corporate combinations. The new doctrine allowed the 
courts to try to curb selfish corporate actions for excessive economic 
gains of the control group and the investors, while it required the 
court to determine that some corporate combinations did not en- 
hance, or attempt to enhance, price unduly. The United States 
courts must now distinguish between good and bad corporate 
combinations. This inevitable decision was fraught with unknown 
risks and hazards for it was a venture into uncharted legal-economic 
seas. 

In 1911 the United States Supreme Court announced “the rule 
of reason” in the Standard Oil Company®^ and the American 
Tobacco Company®® cases with only Justice Harlan dissenting. 
Henceforth not all combinations restraining trade would be held 
illlegal but only those which unduly or unreasonably enhanced or 
attempted to enhance the price of commodities or products. We 
shall trace this idea into the spirit and language of the Capper- 
Volstead Act®® passed eleven years after these decisions. 

” See note 13. In Northern Securities Co v United States 19S U S. 197 (1904) 
the Court observed; “A partnership is not a contract or combination in restraint of 
trade between the partners unless the well known words are to be given a new mean- 
ing invented for the purpose of the Act.” 

Standard Oil Company v Umted States 221 US 1, 4, (1911). 

» Ihid, The court, Mr Chief Justice White writing the opimon in the Standard 
Oil Company case said, 

“To treat as condemned by the Act all agreements under which, as a result, the 
cost of conducting an interstate commercial business may be increased would enlarge 
the apphcation of the act far beyond the fair meamng of the language used There 
must be some direct and immediate effect upon interstate commerce in order to come 
within the act .... 

If the criterion by which it is to be determined in all cases whether every con- 
iract, combination, etc , is a restraint upon trade within the intendment of the law, 
is the direct or mdirect effects of the acts involved, then of course the rule of reason 
must be the gmde ” 

^ United States v. American Tobacco Company 221 U S. 106 (1911) 

“ 42 Stat. 388 (1922), 7 U S C.A. Secs. 291-292 (1940). 
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Section 6 of the Clayton Act 

The establishment of the rule of reason had opened Pandora's 
Box of political pressures for economic group advantage. Within 
three years after the Supreme Court announced the “irule of reason” 
the classical dissent of Justice Holmes in the Vegelahn case, supra, 
became Congressional policy with the enactment of Section 6 of 
the Clayton Act^^ of 1914, both as to labor and farmers. The right 
of these economic classes to organize for mutual self help was for 
the first time recognized by Congress. Thus in 1914, it became 
legal for laborers and farmers to impose at least reasonable organi- 
zational restraints upon interstate commerce for the purposes, 
respectively of securing higher wages, and higher prices for agri- 
cultural commodities and increasing their bargaining power in a 
predominantly corporate economy, 

Section 6 of the Clayton Act was construed favorably by the 
Federal District Court for Oregon in United States v. Dairy 
Cooperative Association^® in 1943. In quashing the indictment for 
alleged criminal conspiracy to enhance the price of milk Judge 
McCollough wrote: 

I am told this is the first case brought by the Anti-Trust Division of the 
Department of Justice against a farmer’s cooperative acting alone and not 
in concert with others. ... I am asked to scuttle the plam language of the 
Clayton Act as to cooperatives, as the anti-labor courts scuttled the labor 
provisions of the same act. When Congress said that cooperatives were not 
to be punished even if they became monopolistic it would be ill-considered 
for me to hold to the contrary. 

The Cayper^y olstecd Act of 19^2 

While the Clayton Act, supra, authorized the organization of 
non-profi^t, non-etock cooperative corporations, the right of 
agriculturists to organize cooperative corporations was given much 
broader sanction by the enactment of the Capper-Volstead Act®® 
in 192^. 

** 38 Stat. 730 (1914), as amended IS U S.C.A. Secs. 12-27. Section 6 of the 
Clayton Act rea^: “The labor of a human being is not a commodity or article of 
commerce. Nothing confined in the antitrust laws shall be construed to forbid the 
existence and operation of labor, agricultural or horticultural organizations, insti- 
tuted for the purpose of mutual hel^), and not haying capital stock or conducted for 
profit, or to forbid or restrain individual members of such organizations from law- 
fully carrying out the legitimate objects thereof; nor shall such organization or the 
members thereof, be held or construed to be illegal combinations or conspiracies in 
restraint of trade under the anti-trust Laws.” 

* United States v. Ddry Cooperative Assodation, 49 Fed. Supp. 476 (D. Ore. 
(1943)). 

« 42 Stat. 388 (1922), 7 U.S.C.A. Sees. 291-292 (1940). 
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By this Act Congress granted the legal right to agriculturists 
to organize stock as well as non-stock cooperative corporations. 
So long as the organization and operation of an agricultural co- 
operative marketing corporation did not ‘‘unduly enhance the price” 
of the products marketed, it was exempt from the provisions of the 
Sherman Anti-Trust Act, 

The Capper-Volstead Act also inaugurated the principle of the 
determination of a fair price for agricultural commodities which 
expanded enormously under the Office of Price Administration 
during the second World War, for it gave the Secretary of Agri- 
culture the right and duty of determining when the price of an 
agricultural product had been “unduly enhanced,” that is, en- 
hanced above a fair price, by reason of cooperative corporate 
organization or operation, or both. This difficult economic task has 
not often been exercised by the Secretary of Agriculture. 

The Capper-Volstead Act also contains the beginnings of a 
legislative definition of a true cooperative. 

In order for a cooperative to gain limited anti-trust immunity 
imder the Sherman Anti-Trust Act, interpreted by the “rule of 
reason,” four requirements are set out. The requirements for 
qualification as a Capper-^Volstead cooperative are: 

First, The cooperative corporation must be organized only by agricul- 
turists. 

Second, Each association must be operated for the mutual benefit of the 
members thereof as producers except as to parent subsidiary cooperatives 
which are allowed xmder the Act. 

Third, The association shall not deal in the products of non-members to 
an amount greater in value than those handled by it for members. 

Fourth, The association must conform to one or both of the following: 

a. One member, one vote, irrespective of capital owned, or 

b. Dividends on stock or membership capital shall not exceed eight per- 
cent.*^ 

The Capper-Volstead Act is truly the Magna Charta of coopera- 
tive agriculture.^® 

Three of the above incidents of an agricultural cooperative are 
found in the rules of the early Rochdale Equitable Purchasing 
Cooperative of England where in about 1844, twenty-eight friends 
and fellow craftsmen formed a new type of unincorporated, non- 
profit, joint stock association to purchase necessaries at a saving 

Note 23. 

See Jensen, A. Ladru, The Bill of Rights of U.S. Cooperative Agriculture, 
20 Rocky Mountain Law Review, 181-189 (Feb. 1948). 
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over Trhat they were required to pay in the ordinary retail market. 

Mr. Edwin G. Nourse states the essence of the Rochdale dogma 
thus: 

If you require every member to buy a share of capital stock and limit 
the amount any one member may hold, if you give each member only one 
vote, if you put a low ceiling on interest paid to purchasers, follow market 
prices, sell for cash, and return any residue in proportion to patronage, 
you have a cooperative,*® 

We shall examine further statements as to the essentials of a co- 
operative after first observing how the Capper-Volstead Act has 
fared in the United States Supreme Court. 

Six years after its enactment the Act received favorable recogni- 
tion by the Supreme Court in the case of Liberty Warehouse Co. 
V. Burley Tobacco Growers’ Co-op. Marketing Association.*® In 
a unanimous decision the court said: 

It is stated without contradiction that cooperative marketing statutes 
substantially like the one under review (Ky. Bmgham Act, 1922) have 
been enacted by forty-two states. Congress has recognized the utility of 
cooperative associations among farmers in the Clayton Act, 38 Stat. 730; 
the Capper-Volstead Act, 42 Stat. 388; and the Cooperative Marketing 
Act of 1926, 44 Sts. 802. These statutes reveal widespread legislative ap- 
proval of the plan for protecting scattered producers and advancing the 
public interest. Although frequently challenged, we do not find that any 
court has condemned a single feature of the plan with the single exception 
of the Supreme Court of Minnesota,*^ 

Although the Liberty Warehouse case indicated that agricultural 
cooperatives were held in high favor by the court, nevertheless the 
case did not overrule the Connelly Case, supra, which held invalid 
the exemption of cooperatives from the Illinois Anti-Trust Law, but 
side-stepped it. The Warehouse Company, with all other persons 
was forbidden to induce a member of the cooperative to refuse to 

Nourse, Edwin G , From Dogma to Science in Cooperative Thinking, American 
Cooperation, American Institute of Cooperation, Washington, D.C. (1946) p. 9. 

Liberty Warehouse Co. v. Burley Tobacco Growers* Cooperative Marketing 
Association, 276 U S. 71 (1928). 

^ Ibid* In addition to the statutes above cited a partial list of federal statutes 
supporting cooperatives are: The War Finance Corporation Act of 1918; The 
Fadcers and Stockyards Act of 1921, 42 Stat. 159, 7 US C.A. 181; The Grain 
Futures Act of 1922, 12 Stat. 998, see Board of Trade v. Olsen, 262 U S. 1, Federal 
Intermediate Credit Bank Act of 1923, 42 Stat. 1454, 12 tJ.S C.A. 1021; Agricul- 
tural Marketing Act of 1929, 46 Stat. 11, 12 U,S,C.A 1141 ; Farm Credit Act of 1983 
authorizing the banks for cooperatives, 48 Stat. 267, 12 U.S,C A. 1134, Robinson 
Patman Act of 1986, 49 Stat. 1526, 15 U.S C A. 13. The Rural Electrification Act 
of 1936, 49 Stat. 1363, 7 U.S,C.A, 901 and the Commodities Exchange Act of 1936, 
49 Stat. 1491, 7 UB.CA.. 451. 
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perform his marketing contract upon a statutory penalty of $500 
for so doing. The court said, ^There is no basis on which to invoke 
the equal protection clause on which the Connelly Case was de- 
cided,” So the question was left open for a later decision. 

In 1940 Justice Frankfurter wrote the opinion of the Supreme 
Court in the case of Texas v, Tignor.*^ The Texas Anti-Trust 
statute had general application except that it did not apply *‘to 
agricultural products or livestock in the hands of the producer or 
raiser.” The Court overruled the old Connelly case, supra, of 190^ 
and held that the Texas statute was not violative of the equal pro- 
tection clause of the 14th Amendment but was reasonable clas- 
sification. 

The Court in adopting the reasoning of the dissent of Justice 
McKenna in the Connelly Case, supra, said: 

Since Connelly’s Case was decided nearly forty years ago, an impressive 
legislative movement bears witness to general acceptance of the view that 
the difference between agriculture and industry calls for differentiation 
in the formulation of public policy. The states as well as the United States 
have sanctioned cooperative action by fanners; have restricted their 
amenability to anti-trust laws, have relaxed their organizations from taxa- 
tion. 

Congress and the states have sometimes thought it necessary to control 
the supply and price of agricultural commodities within their respective 
spheres of jurisdiction and the constitutional validity of these measures 
has been sustained. . . . 

These various measures are manifestations of the fact that in our na- 
tional economy f^iculture expresses functions and forces different from 
the other elements in the total economic process. . , . The Fourteenth 
Amendment . . . does not require things which are different in fact or 
opinion to be treated in law as though they were the same. And so we con- 
clude that to write into law the differences between agriculture and other 
economic pursuits was within the power of the Texas legislature. 

The legal right of agriculturists to organize large parent-subsid- 
iary, federated cooperative corporations to help enhance the price of 
their products to a fair price®^ is now firmly established. This does 
not mean however that agricultural cooperative corporations may 
contract or combine with other persons, natural or corporate, to en- 
hance the price of agricultural products marketed by the coopera- 
tive even if the price by so doing would not be unduly enhanced. 

Note 18. 

^ Ibid, see: Milford v. Smith 307 US 38. 83 L ed 1092, 59 S a 648; United 
States V. Rock Boyal Cooperative, 807 U.S. 538, 83 L ed 1446, 59 S Ct 993, Nebbea 
V. New York 291 U.S. 502, 78 L ed 940, 54 S Ct 505, 89 ALR 1469. 
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The contract or combination with a third party to stabilize, en- 
hance or affect prices, was held to be violative of the Sherman Anti- 
Tnist Act in United States v, Borden Company,^ 

The Court held that when the Pure Milk Association, a lawful 
cooperative under the Capper-Volstead Act, combined with a 
drivers* union, a Chicago milk distributor, and the Chicago Munici- 
pal authorities to control the Chicago milk market, such attempt 
irregardless of whether the present price was fair or not was an 
illegal conspiracy under the Sherman Anti-Trust Act, and the 
Capper-Volstead Act was no protection to the Pure Milk Co- 
operative Association which had become one of the parties to the 
illegal combination. 

Bargaining Power and Income Tax Exemption 

By a provision in the Federal Income Tax Act of 1926®^ continued 
to the present time, agricultural cooperative associations whether 
incorporated or not may qualify for so-called tax exempt status if 
they meet eight specific legal requirements which we shall examine 
shortly. 

The phrase **so-called tax exemption” is used to call attention 
to the confusion existing in the minds of many people who er- 
roneously believe that patronage refunds, paid to members by 
reason of a contract obligation to do so existing prior to the receipt 
of income, are deductible from cooperative income in determining 
Federal income tax, if any. The cooperatives are not exempt from 
taxes on these funds. Patronage refunds are not deductible, but are 
excludable from the gross income of the cooperative agent and 
includable in the gross income of the principal, patron member. 
The only income that is legally exempt in a true cooperative is 
amounts used to pay dividends on capital and possibly some 
limited reserves in some cases.^ Whether a cooperative gains ex- 
emption on amounts paid out as dividends and in some cases on 
some accumulated reserves, or operates as an agent at cost and 
avoids accumulation of taxable income by remitting, under prior 
contract obligation, all profits to its patrons as principals — ^in 

United States v. Borden Company 308 U,S. 188 (1939) reversing 28 P. Suppl 
177. For detailed analyses of this case see Hanna John, Anti-Trust Immunities of 
Cooperatives, Law and Contemporary Problems, Duke Univeraty School of Law 
VoL 13, Summer 1948, pp 488-504. 

»48 Stat. 608 (1926), 26 US.C.A. 101 (12) (1940). 

** Commissioner of Internal Revenue v. American Box Shook Export Co„ 1946, 
156 Fed. 2d 629. 
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either or both events the economic return and bargaining power to 
the individual cooperators is enhanced.*^ 

We have already made reference to the Rochdale tests of a true 
purchasing cooperative. We have also summarized the statutory 
requirements of an agricultiual marketing cooperative under the 
Capper-Volstead Act^ supra. With the exceptions of the basic 
partnership idea of one man, one vote, and of a too-high dividend 
allowance in view of our experience with low interest rates following 
the great depression of the 1930's, the statutory definition found in 
the Internal Revenue Code, Section 101 (1£) of a so-called tax 
exempt cooperative appears to be probably the best definition of a 
“pure” or true cooperative yet evolved, 

Frank Robotka recently called for new thought patterns on co- 
operatives and offered his analysis of “An economic concept of a 
‘pure’ cooperative” in part as follows* 

Every true cooperative represents an effort on the part of two or more 
autonomous units jointly to conduct, coordinately with each other, given 
operations essential to the economic activity of member units. It is the 
avowed purpose of true cooperators not to interpose a business enterprise 
in the usual sense between themselves and their market. In a technical 
economic sense, this can mean only that it is their purpose to function in 
their own capacities as sovereign nnits, that is, to perform designated func- 
tions or services as integrated with their individual economic pursuits. 

The cooperative organization consists of the sum of the relationships and 
arrangements established among member units in order to effectuate their 
purpose. In an economic sense, these arrangements are designed to enable 
member units jointly to participate in the performance of their entre- 
preneurial functions with respect to the given activities which they desire 
to conduct in coordination with each other. 

An integrated operation does not constitute an independent profit- 
making unit, that is, a “firm.” Such an operation is a branch or a depart- 
ment of the integrating unit or, as is the case in a cooperative, of a group of 
integrating units.’* 

Although Dr. Robotka’s economic language is strange to the 
lawyer, the legislators and the courts, the concepts have their 
clearly recognizable counterparts in statutoiy provisions and 

An excellent and most comprehensive article dealing with taxes and bargaining 
power is: Paul, Randolph £. (Tax advisor to U.S. Treasurer, 1949-44), Justifiability 
of the Policy of Exempting Parmers’ Marketing and Purchasing Cooperative Or- 
ganizations from P^eral Income Taxes, 29 Minn. Law Rev, 343-375 (May 1945). 
See also. Tax Liability of Cooperatives, Commerce and Industry Association of 
New York, Inc , New York, N.Y 1946. 

Robotka, Prank, Lego-Economic Imphcations in Cooperation, American Co- 
operation, American Institute of Cooperation, Washington, D.C. (1946), pp. 523- 
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court decisions, including some judicially defined cooperative 
terminology,*® 

The eight statutory requirements for a cooperative to gain tax 
exempt status under Internal Revenue Code 101 (12) are: 

1. The association must be organized by fanners on a cooperative basis. 

2. It must operate, as a marketing or purchasing agency or both, on a 
cost basis, ultimately turning back all net proceeds to member and 
non-member patrons on a basis either of quantity or the value of the 
products furnished* 

3* Substantially all stock except non-voting, non-profit-sharing pre- 
ferred stock must be owned by producers or purchaser-member 
patrons. 

4. Dividends may not exceed eight percent or the legal rate in the state 
of incorporation, whichever is greater, 

5. Only reserves required by state law, or reasonable reserves for any 
necessary purpose may be accumulated. 

6. Neither the cooperative nor its member patrons may gain a discrim- 
inatory advantage on non-member business. 

7. Non-member business must not exceed member business. 

S. Agricultural cooperatives are limited in their purchases for non- 
member non-producer patrons to 15 percent of total busmess. Busi- 
ness done with the TJ.S. or its agencies is to be excluded in determining 
the right to exempt status.^® 

My comment on the difference in definition of a cooperative by 
the economist and by Congress is that the former may be in part 
theoretical while the language of the legislatures and the courts is 
the final word; the ultimate in social control. 

In integrating economic and legal thinking on Cooperative 
Corporations more exchange of points of view is imperative. It 
would be extremely helpful to have every school or department of 
economics place in its library a comprehensive legal dictionary; if 
possible, the 45 volumes called “Words and Phras^s”^^ which gives 
the judicially construed definitions of all lego-economic terms that 
have been defined by supreme courts of this country and England, 
and induce the students and professors to make extensive use of 
such materials. 

CoTisumer^ and Cooperatives 

The evolution of cooperative associations has been sketched as a 
struggle of farmers for increased bargaining power and the adapta- 

39 Jensen, A- I/adm, Terminology in Cooperative Corporation Law, Proceedings 
Section of Corporation, Banking and Mercantile Law, American Bar Association 
I& 4 A The Business Lawyer, Nov. 1, 1948, pp. S26-286. 

« Note 35. 

^ Words and Phrases, West Publishing Company, St. Paul, Minn. 1940. 
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tion of the non-profit corporation to off-the-farm marketing and 
purchasing operations. 

The farmer must continue to work on his farm. He however, 
wants his off-the-farm operations to be carried on with as much 
eflBciency as corporate organization, capital, and specialized skills 
can give, compatible with his retention of ultimate control in select- 
ing directors, and of statutory partnerships organization for the 
limited purpose of receiving all pro rata net income above cost of 
operation of his non-profit corporate agent or trustee or both.^^ 

We have not mentioned that consumers, as such, remain largely 
unorganized in our dominantly corporate economy. One of the 
pubhc relations tasks of cooperatives is to get the facts to consumers 
that marketing cooperatives can and do process and distribute food 
cheaper than was done, or can be done, by profit middlemen whom 
the cooperatives have replaced in part and are replacing. 

Economic research supports this thesis^^ and a number of courts 
have taken judicial notice of this fact in various cases. 

The Supreme Court of Wisconsin in the case of Northern Wiscon- 
sin Co-op. Tobacco Pool v. Bekkedal^ wrote: 

The reasons for promoting such (cooperative) legislation are generally 
understood. It sprang from a general, if not well-nigh universal, belief that 
the present system of marketing is expensive and wasteful, and results in 
an unconscionable spread between what is paid the producer and that 
charged the consumer. It was for the purpose of encouraging efforts to 
bring about more direct marketing methods, thus benefiting both producer 
and consumer, and thereby promotmg the general interest and the public 
welfare that the legislation was enacted. 

It is small wonder that the courts almost unanimously declare 
cooperative corporations to be in the public interest when by some 
enhancement of price to the sellers they stiU establish greater 
eflSciency in processing and marketing operations and get consumer 
goods to the purchasers at reduced prices. 

Cooperatives v. Middlemen 

It is reliably reported as an economic fact that about thirty-five 
years ago middlemen handled practically all grain that went 
through the Minneapolis-St. Paul market, and that today the 

« Bogardtis v. Santa Ana Walnut Growers Assn. 41 Cal. App. 2d 939, 108 p. 2d 
52 (1940). 

^Bakken and Schaars, Economics of Cooperative Marketing, McGraw-Hill 
Book Company, 1937, pp, 199-200. 

Northern Wiaconsm Cooperative Tobacco Pool v, Bekkedal, 182 Wis. 571, 
197 N.W 930, (1923). 
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fanners cooperative marketing corporations handle more than £0 
percent of the grain which goes through that market, and with a 
substantial, exemplary savings to the farmer-cooperators. 

This economic conflict between cooperatives and the middlemen 
whom they replace impinges at present in the concerted effort of 
middlemen dealing in agricultural products and production supplies 
to enlist all non-cooperative business in a campaign for legislation 
to tax patronage refunds of cooperatives. 

The real problem in this regard is not the competition between 
the corporately associated fanners, and the middlemen dealers in 
farm products and production supplies, who directly compete with 
each other. Competition, if allowed to continue and if cooperatives 
steadily become more efficient, will eventually solve this problem 
in the good old American way. 

The present problem of farm economists, cooperative corpora- 
tion lawyers and other cooperative leadership is: how to marshall 
and disseminate most effectively the economic truth that coopera- 
tive corporations cannot and will not replace the bulk of non- 
cooperative, non-agricultural business if it remains efficient and 
operates in the public interest. The uninformed fear of non- 
cooperative businessmen who do not deal in agricultural products 
or supplies must be replaced with the quieting truth that a strongly 
organized cooperative agriculture will be a bulwark to a more freely 
competitive capitalistic democracy, and an anchor against the 
winds of ‘^Statism.” 

The economic truth that non-cooperative corporate business 
can preserv'e its competitive position in most non-agricultural fields 
is borne out by the history of cooperative corporate growth in 
Switzerland and the Scandinavian countries. After fifty years of 
experience among the realistic Swedes private-profit corporations 
and non-profit cooperative corporations have found where each can 
best serve the public. Today they live happily side by side. Last 
year they teamed together to fight both nationalization and the 
Communists in the Swedish Riksdag.^ 

Our problem is not only a better integration of economic and 
legal thought. It is a psychological and public relations one as well. 
The businessman who does not compete with agricultural coopera- 
tives is one of the publics of the cooperatives. Good public relations 

^ Wallace, Halph, Sweden — Land of Light, Reader’s Digest, Aug, 1949, pp. 112- 
116. 
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require that this group of businessmen be educated to the truth of 
the finding by the National Association of Manufacturers: that 
cooperatives are “a legitimate form of private enterprise/’^ 

Bargaining Power of Industrialists, Laborers and Farmers 

We have sketched the rise of bargaining power of labor unions 
and of farmers’ cooperatives after gaining their legal right to 
organize for mutual self help by the Clayton Act of 1914. Since 
that time the bargaining power of labor, through broader and 
firmer organization, has grown much more rapidly and to a much 
greater degree than has the bargaining power of agriculturists. 

Two and a half years after World War II, the average price of all 
agricultural products have fallen from their war time highs by 
about 30 percent, while the wages of organized labor have not fallen 
at all. This shows an unhealthy disparity between agriculture and 
labor. Neither have cooperatives yet grown strong enough to aid 
much in preventing harmful agricultural surpluses. 

The pendulum of bargaining power has swung much further 
toward labor than it has toward agriculturists. Large corporations 
are still able to raise prices to absorb increasing costs and return 
a handsome profit. Truly “the rule of reason” and the Clayton 
Act opened Pandora’s box of political pressurers and we struggle 
for a solution of momentous new problems. 

Our economy has passed from the era of free individual com- 
petition when the simple common law outlawed all conspiracies in 
restraint of trade, to a legislative-judicial attempt to establish a 
workable allocation of bargaining power to non-cooperative cor- 
porate groups, labor unions, and farmers. The problem is tre- 
mendously big and complex. 

The solution must be found in the integration of politics, eco- 
nomics, law, education and public relations with a spiritual aim 
toward the public interest in the minds and hearts of the leader- 
ship of every segment of the American economy. Otherwise, we 
will lose our heritage of freedoms, because of ignorance, selfishness, 
and a lack of diligence and cooperation among pressure groups of 
our society. 

NAM and Cooperatives, National Association of Manufacturers, New York, 
N.Y., me, p. 7. 



INTEGBATING ECONOMIC AND LEGAL THOUGHT 
RELATING TO AGRICULTURAL COOPERATION 


Hahold Hedges 
Farm Credit Administration 

A SEARCH of economic literature reveals that substantial at- 
tention has been directed to the inter-dependence of eco- 
nomics and the law. But our attention here is to be directed to a 
limited phase of economic activity — ^agricultural cooperation — ^and 
the legal considerations related to it. It is a subject to which con- 
siderable thought has been given in the past. Even so, the same 
anomolous situation remains today, though in less degree, that 
prevailed in 19^7 when H. G. Moulton wrote in his preface to E, G, 
Nourse*^s book, ‘The Legal Status of Agricultural Cooperation,” 
that, ‘The economist has been too little aware of the legal require- 
ments and the lawyer too little versed in the fundamentals of 
economics and business for either to get an adequate grasp of the 
issues involved in the organization and operation of cooperatives.”^ 
Dr. Nourse’s analysis of legal and economic inter-relationships in 
the field of agricultural cooperation, as presented in this book, is 
the most comprehensive of any to date on the subject. 

In my opinion, the position Dr. Moulton expresses is a moderate 
one. In the not too distant past I had occasion to sit in a meeting 
of attorneys and accountants at which an economist discussed 
this matter of relationships between economics, law, and ac- 
countancy, and presented some quite advanced theory on the 
economic role of cooperatives. Judging from the discussion which 
followed, and from comments of listeners after the meeting, I was 
convinced there was actual resistance to the “radical” views of the 
economist, I trust that this is an isolated case not representative of 
the attitudes of lawyers and accountants generally. It is possible, 
of course, that more mature contemplation of the new ideas may 
have put them in a more charitable mood. 

L. S. Hulbert® and other legal authorities have given us quite 
thorough and up-to-date analyses of legislative acts and court 
decisions which provide legal sanction for the cooperative corpora- 

^ B, G, Noiirs«, *Tlie Legal Statxis of Agricultural Cooperation,’’ the Macmillan 
Conipany, 1^27, p. viii. 

* If, S. Huibert, ‘*Legal Phases of Cooperative Associations,” Farm Credit Ad- 
minisfaation Bui, No. 50, Id4i2; and subsequent quarterly summanes of cases relat- 
ing to farmers’ cooperative associafions from same somce. 
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tion and the cooperative way of carrying on business. There is not 
available however, for the past two decades, the sort of economic 
interpretation of these developments as was made by Dr. Nourse 
in 19£7. 1 trust we can encourage some of our truly advanced stu- 
dents of agricultural cooperation — and they are all too few in 
number — to provide us with similar careful analyses and interpreta- 
tions in the light of the many changes and advancements of the 
past twenty-odd years. 

In approaching this subject of integration of economic and legal 
thought, I wish first to outline briefly the emergence among 
farmers of the cooperative pattern of business organization and 
some of the legal implications involved in that development. 
Cooperative efforts among pioneer American farmers were of the 
informal type — bam raisings, husking bees, threshing rings, and 
the hke — combining social with economic objectives. There were no 
legal questions involved — ^no problems of corporate stmcture. In 
the early 1800’s however, the fragmentary history of agricultural 
cooperatives reveals a few examples of cooperative business enter- 
prise — cheese factories in New England, livestock marketing in the 
Middlewest, and others of like nature. Mutual insurance probably 
pre-dated all these cooperative marketing efforts. 

No information is available regarding the extent to which these 
early cooperatives resorted to the corporate form of organization. 
Dr. E. G. Nourse^ holds the view that profit-seeking and coopera- 
tive corporations developed side by side, though at somewhat un- 
equal rates of speed and in more or less exclusive fields. He offers 
the proposition, “that, while the ordinary business corporation was 
developing such stmctures and practices as it conceived to be ad- 
vantageous to itself, elsewhere in our economic fabric other groups 
of people under other motives and circumstances were fashioning 
another pattern. Such groups, styling themselves cooperative, were 
trying to organize a naturally decentralized type of industry for the 
large-scale operations demanded in a scientific, commercialized, 
and capitalistic day, while at the same time preserving the personal 
independence and dynamic element of individual participation and 
reward which seemed to be threatened under some forms of modern 
industrialization.”^ 

The course of developments which provide legal sanction for 


* Ibid*, p. 25. 
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cooperative corporations and recognize in law their distinctive 
economic characteristics is no different in essentials than that out- 
lined by H. R. Commons in developing his theory of the going 
concern. To quote from him: “Meanwhile, there has been growing 
up, through the decisions of the courts on cases as they arise, the 
theory of a going concern. . . . The working out of the theory by 
inclusion and exclusion of transactions that had to be indicated in 
the decisions of disputes has been necessary in order to do justice 
to those who had associated themselves together, had built up a 
business, had assumed responsibilities, had trusted to the credit 
system, in the hope that their past and present business connection 
would be permitted to continue in the future. These hopes could 
not be shattered, else the whole fabric of society would come down. 
The courts and legislatures find them there, in the customary 
transactions of individuals, then recognize them, then authorize 
them, and the authorization is the security of the working rules. 
New hopes are built on these authorizations, and that which exists 
in the very nature of Man’s transactions with his fellows comes to 
exist also contemplation of law.*”® In short, emerging organiza- 
tion structures, business practices, and the like which meet the 
test of economic soundness and social acceptance will in time re- 
ceive the blessing of legal sanction by legislature or court. 

Dr, Nourse reports® that the first stirring of cooperative effort in 
the early years of the nineteenth century left behind no reminder 
of itself on the pages of our statute books. This preceded the period 
of general corporation laws, and cooperatives seeking the corporate 
form as well as other corporations were chartered by special acts 
of the legislatures. It is probable, however, that most of these 
earliest associations operated as unincorporated, voluntary or- 
ganizations. 

By the time of the Civil War, most of the states had enacted 
general corporation laws. Naturally, the cooperatives organized 
subsequent to such enactments desired to gain the advantages of 
the corporate form if they could do so without too great sacrifice 
of cooperative principles. Various devices were used to fit the co- 
operative structure to the corporate pattern. For example, in order 
to assure patron control, inherent in the one-man, one-vote prin- 
ciple, under a statute requiring voting on the regular share basis, 

^ Oj) cii.. Commons, pp. 153-153. 

* Op. c5., Nourse, p. 29. 
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limitations were placed on the investment and therefore the voting 
per patron. Where the general law required distribution of profits 
according to capital investment, effort was made in many cases to 
proportion investment in the cooperative to use by each patron. 
Still another idea — unique in character and a forerunner of the 
marketing contract which received so much attention from legisla- 
tures and courts in the 1920*s— was the maintenance (often re- 
ferred to as penalty) clause in by-laws of Iowa farmers’ elevators 
which pointed up the mutuality of interest of members by requiring 
contributions on a volume basis toward elevator expenses for grain 
sales made by members outside their own association. 

Most of the early farmers’ grain elevators and creameries or- 
ganized in the Middlewest before the turn of the century and in the 
first decade of the present century were set up under general 
corporation laws with some of them adapting the various devices 
cited above to assure some conformation to cooperative principles 
and practices. During this period, however, pressure was exerted 
by farmer and other groups for specific statutes that would au- 
thorize incorporation of concerns that were mutual, reciprocal or 
cooperative in character. A mutual insurance law in New York in 
1857, a cooperative association act in Michigan in 1865, and a 
Massachusetts law in 1866, were among the first. There was little 
to distinguish these early cooperative statutes from the general 
corporation laws, but they were indicative of an effort to overcome 
the lag between economic thought and le^lative enactments 
relating to cooperative organization. 

With the passing of time, the weaknesses from the standpoint of 
sound cooperative practice in the organization of the early farmers’ 
elevators and creameries became more apparent. It was all too easy 
for such organizations to lose their patron ownership and control 
and revert to the ordinary corporation form and practices of 
business operation. In short, there was not at that stage of co- 
operative development the integration of legal and economic 
thought such that cooperative principles and practices were 
properly reflected in legislative acts. Most of the early acts (the 
California law of 1895 was an exception) provided such slight modi- 
fication of general corporation laws that they were not conducive 
to pennanency in cooperative organization structures. 

The pattern of state cooperative laws passed in the period 1910- 
20, starting with the Nebraska and Wisconsin Acts of 1911, did a 
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better job of reflecting the bare essentials of good cooperative prac- 
tice than had the earher enabling legislation. Even so, none of these 
acts reflected the more advanced economic thought of that period 
relating to cooperatives. Most of them were however — ^and desir- 
ably so — drafted in quite general terms so that they permitted con- 
siderable latitude in application of cooperative techniques and 
experimentation with new ideas. On the other hand, they did not 
provide a very broad base of statutory rule to assist the courts in 
the interpretation of points of issue. 

The California Act of 1895 is deserving of special comment since 
it was a radical departure from the cooperative legislation of that 
period, and reflected cooperative thought quite distinct from that 
accepted in other parts of the country. And yet it was quite a logical 
development. Generally speaking, business practices adopted by 
the grain and dairy cooperatives of the Middlewest held pretty 
much to the *^purchase-and-sale’^ pattern of other business firms 
and adherred to going prices. The cooperative device so well known 
then as the “patronage dividend*’' was utilized for the distribution 
of the excess of the margins withheld beyond the amount necessary 
to cover costs. In contrast, the pooling idea was tried out and at- 
tained a high stage of development among California and other 
West Coast cooperatives. This gave emphasis to more exact pro- 
portioning of costs to services rendered and to the mutuality of in- 
terest among members. In this latter connection the marketing 
contract was developed and refined — an excellent example of in- 
tegration of economic and legal thought. The California law (first 
the act of 1895 and then that of 1909) brought into the statute 
books the new idea of personal membership and of the proportion- 
ing of capital among members on the basis of volume of business 
done. Gradually the enabling acts of other states have been 
amended or new acts passed accepting the non-stock pattern or 
adapting the proportioning-of-capital idea to the stock form of 
cooperative organization or both. 

Thus far my comment has been directed primarily to the prob- 
lem over the years of gaining legal sanction for the cooperative 
form of business enterprise, and for the practices which give it force 
in accomplished objectives of cooperative endeavor. This has been 
an evolutionary process whereby ideas are translated into pro- 
cedures and practices found to be workable, then the move to ob- 
tain positive evidence of public acceptance through legislative 
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enactments rather than to depend upon judicial decisions to gain 
acceptance. Even so, the body of state and federal legislation relat- 
ing to cooperatives is complemented by a considerable bulk of 
judicial decisions. A major problem is the uncertainty which pre- 
vails pending legal acceptance of new ideas, practices or procedures, 
whether gained by legislation or judicial decision. Aside from the 
enabling legislation, many other legislative acts carry provisions 
which serve to interpret their application to cooperatives- as distinct 
from other types of business organizations. 

The fact that this economic institution — ^the fanner cooperative 
— ^has received legal cognizance, that its distinctive character and 
practices have been recognized in law and judicial decision, that its 
right to exist alongside other economic institutions has been 
established is evidence in itself that there has been reasonable 
integration of economic and legal thought on the matter. Perhaps 
the extent of the time lag between the development of newideas 
or practices or procedures and their legal and judicial rejection or 
acceptance provides us with a measure of the degree of integration 
of thought. In any case, I am sure you will agree that we still fall 
short of the ultimate in cooperative practice. We are still in the 
process of seeking the right answers to problems of a changing, 
dynamic economic institution. Soimd integration of economic and 
legal thought may speed up the evolutionary process and help to 
come out with timely and correct answers. 

Preliminary to setting down some of the specific problems of 
cooperative organization and methodology presently deserving the 
attention of students of law and economics, let me outline some of 
the fundamental concepts of the cooperative from which these 
problems arise. The first of these fundamentals is the operation-at- 
cost idea — an idea not confined solely to the cooperative form of 
organization. A second fundamental concept is that of ownership 
and control by those utilizing the services of the organization. A 
third is the concept of capital as a loan fund in contrast to its 
significance in the profit corporation as the residual claimant of 
margins in excess of costs of the other factors of production. The 
emergence of these concepts during the last century or more and 
their application and refinement in cooperative business practice 
is in a sense a chronology of the development of economic and legal 
thought relating to cooperative organization. 

The progress of agricultural cooperation to date is in direct pro- 
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portion to the basic thinking on both theoretical and practical as- 
pects- Richard Pattee, first president of the American Institute of 
Cooperation, made this statement at the first Institute sessions in 
Philadelphia in 1925 : ‘*We who are managers and directors and you 
who are professors and scholars should be able to get a more 
definite, a truer, a more ample understanding of the essential na- 
ture of the cooperative form of economic organization. Only with 
such deeper understanding may this cooperative movement be 
brought to the more perfect practice we hope to contribute to our 
country’s economic evolution,” 

Dr. Nourse had occasion to comment on the statement made by 
Mr, Pattee, which is quoted above in part, at the 1946 sessions of 
the American Institute of Cooperation.^ After pointing out the 
progress made in 20 years in developing “at least the basic frame of 
reference for such an understanding of cooperation as an institu- 
tion,” he added this thought: “We must bring the broader and 
more flexible methods of social science to bear on its solution, not 
the narrowly limited mechanistic tools of natural science.” I trust 
that social scientists generally will heed the urging of Dr, Nourse 
and devote time and inquiring spirit to cooperation which he 
characterizes as “a distinctive economic and social philosophy for 
the better organization of an important fraction of, and particular 
functions in, the business of agriculture.” 

The constantly changing pattern of agricultural cooperation 
makes it important that continued attention be given to the result- 
ing problems. As cooperatives grow in size and complexity, there 
arise more than the usual problems of scale associated with bigness. 
What devices, what procedures need be employed that there may 
be no serious departure from the fundamental concepts of coopera- 
tive economic organization? How bring about operation at cost? 
How give assurance that control finally rests with those utilizing 
the ser\dces of the organization, avoiding the tendency toward 
management control so common in proprietary business and in- 
dustrial concenis? How may member-patron control be exercised 
intelligently and in the light of adequate information? How about 
such problems as pooling and pricing which are distinctively co- 
operative in character? 

These and many others are practical problems affecting day-to- 
day operations and yet of long-term significance. Then there are 


^ American Cooperation, 1946, p. 9. 
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the broader problems which concern public policy toward agricul- 
tural cooperation. What is its effect on the functioning of our 
capitalistic economy and the future of American agriculture? What 
is its place in an agriculture involving price supports and produc- 
tion controls? How do the operations of large-scale cooperatives 
square with current ideas on monopoly and restraint of trade? Are 
cooperatives meeting their responsibilities to the general public in 
a way that is consistent with the corporate privileges granted by 
statute? 

Such problems as these need the thoughtful consideration of 
economist and lawyer as w^ell as management to assure solutions 
which will be economically sound, legally acceptable, consistent 
with good public policy, and yet workable business-wise. It is not 
enough, of course, for each to analyze and examine as a specialist 
in his own field. The inquiry must be both within and between the 
specialized fields in order to assure synthesis of the numerous and 
often conflicting points of view. By such means, the lag between 
the development of new and economically sound ideas or procedures 
in the field of agricultural cooperation and their acceptance by 
legislature and court will be minimized. 


DISCUSSION 
H. E. Erdman 

Univemiy of Calif omia 

The Hedges and Jensen papers have traced, in an interesting way, the slow 
growth of the tendency for the courts to differentiate between farmers* 
cooperatives and combinations of businessmen organized as corporations. 
I clearly recall my own early contacts with the problem in Ohio during the 
period 1917 to 1921. 1 saw zealous district attorneys prosecute the officers 
of several small fruit and vegetable cooperatives under the Ohio Anti- 
Trust Act with never a mention of corporate dealers who were doubtless 
more influential as price makers than were the farmers. At about the same 
time the officers of a milk producers* bargaining association were called 
out of bed at midnight and jailed under the same Act, while the powerful 
corporate dealers were not molested. 

Evolution m cooperative structure has come largely by successive minor 
departures from current practices, much as the automobile of today is the 
result of many successive innovations. Take, for example, the widely used 
revolving flnance plan In California, crude plans are said to have de- 
veloped among some local orange packing associations about 1914 or 
earlier. During 1917 attorney George E. Farrand developed the plan now 
used to revolve the capital stock of the Fruit Growers Supply Company in 
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order to keep its ownership in the associations which used it. At about the 
same time the California Fruit Exchange, then a capital stock organization, 
developed an entirely diifferent plan to “revolve” funds origmally withheld 
from earnings to build up supplementary working capital. Gradually, a 
host of variants of these early plans have found their way into cooperative 
structures, all of them designed to keep ownership and control of the 
cooperative in the hands of the active cooperators. 

In this process of evolution both the lawyer and the economist have 
tended to accept the current law and its interpretation as facts to be ac- 
cepted and have sought to build on them. 

Differences in approach or interpretation may very well arise out of 
training or background. Note how many lawyers or econocusts tend to 
reflect the thought patterns of then former teachers Such influences may 
well be found to explam some of the “lags” in thinking about cooperatives. 

Referring to Robotka’s “economic concept of a ‘pure’ cooperative” Dr. 
Jensen says its language is “strange to the lawyer, the legislator, and the 
courts.” I share the opinion of Professor Paulson that it is also strange to 
economists. It is true that the economists’ concept of a “business firm” as 
“a profit maximizing unit” does not fit cooperatives without qualification, 
but the quoted characterization is likewise not acceptable. 



THE PDTURE OF THE GREAT PLAINS 
REAPPRAISED 

ElAOiB SlABGH 
Great Plains CovncH 

^ ^ f I ^HE Plains have certainly changed’’ is an oft repeated phrase 
1 as we compare the economic collapse of twelve years ago 
with the well-being of recent years. The truth is that the Plains have 
not changed but have merely been demonstrating the extreme varia- 
tions in production which prevail in an economy geared to a critical 
climate. 

This extraordinary economic zone is located between two great 
divides. On the west the boundary is well defined by the Rocky 
Mountain Watershed divide. On the east is a climatic boundary 
which we have failed to recognize until lately. The climatic divide 
is of greater importance than the continental divide since it is also 
the economic boundary. It is here that the ordinary concepts of 
economics fail under very great strain imposed by critical climate 
This divide, accordmg to Thornthwaite, falls on a line which can 
be drawn about straight south from Fargo, North Dakota. He calls 
it the zero line which marks the division between the moisture sur- 
plus areas and the moisture deficient areas. 

About two-thirds of a million farm families live in the zone be- 
tween these two divides. These families have found that this zone 
is governed neither by the rules of a consistently humid climate, nor 
by the rules of a consistently arid climate. The stresses and strains 
set up under these circumstances are so great that there have 
been numerous economic breakdowns during the last seventy-five 
years. 

President Roosevelt appointed a committee to study the prob- 
lems and report on recommendations for this great area as a result 
of the 1936 drought. In his letter to the chairman he said, “We are 
anxious that we leave no stone unturned in exploring and reporting 
on all the possibilities of this region.” 

The Committee’s analysis was made under difficult circum- 
stances, as adverse weather had caused a complete breakdown of 
the economic framework inherited from areas with a reliable cli- 
mate. Long accepted principles of resource management had 
worked well on the Plains through the series of favorable years 
Suddenly, however, when physical disaster struck, the economic 
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structure disintegrated. The situation was chaotic, and the Com- 
mittee’s comments were directed to an analysis of badly disrupted 
conditions and to some remedial lines of action. Great emphasis 
was placed on what might be phrased, “Keep looMng,” or “Learn 
about the laws of Nature.” Throu^out the report it is recom- 
mended that study of the climatic, physical and economic phenom- 
ena be stepped up. Very strong localized participation was urged 
m education and program building. Through the participation of 
great numbers, the people of the Plains have made marked progress 
m skillful development of programs. This is perhaps the outstand- 
ing feature of the era. 

The title of the original inventory and outlook of the Com- 
mittee report is, The Fidure of the Great Plains, It is a reassuring 
title, because it declares that the Plains have a future, and it char- 
acteristically expresses the philosophy of the Plains that “next 
year will be a better year.” But the recommendations didn’t say to 
wait with folded hands until a turn in the weather bailed out the 
Plains economy. 

Quoting from the Report of the Great Plains Committee: “The 
problem of the Great Plains offers no simple solution. Yet enough 
is known about conditions and their causes generally throughout 
the region, and in detail with respect to certain parts, to permit 
immediate and vigorous execution of a program of readjustment 
and development. Further studies of details should proceed simul- 
taneously with the execution of the program, but the beginning of 
action should not be permitted to await these studies, which 
should in fact be a part of the program.” 

The Future of the Great Plains is not a blueprint. It does not claim 
to be a plan or even a program. It does not set up specific goals to 
be reached at a given time, but it does say that by the best combi- 
nation of research, education and concerted action, a suitable way 
of living can be devised. It does try to appraise the dim outlines of 
the economic framework into which the programs will have to be 
built. The President’s committee went one step further and said, 
‘TThe local people must join their efforts in appraising the situation 
and developing a program.” To that end they suggested a Great 
Plains Council wherein the programs could be crystallized. 

The following sentence from the Great Plains Report expresses 
well the central thesis of the efforts which people have undertaken 
in this area: “In a sense the Great Plmns afford a test of American 
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ways of dealing with matters of urgent common concern.” Through- 
out a twelve-year history, democratic and concerted effort has met 
and dealt with a series of urgent problems. The concerted effort 
has borne results such as I shall refer to later, but never forget that 
the problems and the remedies were made a common concern of 
all the people living in the area. 

Many of the recommendations of the Conmuttee have been ful- 
filled, some of them far beyond original expectations. The experi- 
ence gained in attempting to make improvements has caused econ- 
omists to probe into underlying principles with which improvement 
should be aligned. Some features are becoming evident. As yet, 
they cannot be stated with too much certainty. However, programs 
may be measured to some degree by whether or not they do some 
of the following: 

1. Provide stability through reserves in as many forms as possible — 
moisture, feed, seed, money, credit. 

2. Provide extraordinary control and protection for resources through- 
out the cycles of production. 

3. Meet the longer than annual mtervals between paydays. 

4. Give full play to flexibihty in cropping plans, repayment of contracts, 
and even to region-wide expansion and contraction. 

5. Maintain the highest possible level of output per man hour to take 
advantage of peak conditions and low cost per acre or animal unit m 
order to decrease the rate of dissipation of reserves during periods of 
stress. 

6. Help adjust the community pattern to a sparse population pattern. 

We have in the foregoing principles some very obvious conflicts. 
On the one hand the Plains people as a community and the farm 
operators as individuals are trying to evolve principles leading 
toward stabihzation, and yet it is held that flexibility is the key- 
stone for every farm operation and every contract, as well as for 
the economic structure of the whole Plains. It is a case of being 
flexible in order to achieve stability. 

Management principles for the Great Plains farmer must be such 
that he can shift quickly and roll with the punch. He can have a 
central core around which to swing his day to day management but 
he may have to shift plans rapidly. He must have speed to do jobs 
when the weather is right. He must be able to build up reserves 
when the situation is favorable. For instance, he may be planning 
to cultivate 200 acres of summer fallow. The rules say that he is to 
complete the first operation by May 15 for best results. However, 
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when a particular spring season is dry until June 1, lie must change 
his operating schedule so that with the first rain he will be ready 
to do his first summer fallow operation. He will be wasting $200 if 
he does that first operation according to a fixed schedule, and fur- 
thermore, he would be exposing his land to wind erosion. Flexibility 
is the essence of management of other reserves, also, especially 
livestock feed. A rancher can have a stock pile of three winter*s 
hay supply, but if a drought begins in May and persists on through 
July, it will be the better part of wisdom to reduce his herd. 

The whole economy of the Plains must be able to expand and 
contract in accordance with the dictates of demand for certain 
crops. The cropping history of the Plains has a somewhat similar 
history to that of the cut-over forest lands, where a tremendously 
big crop is taken off once in two or three generations. In the interim 
periods, however, there seems to be no satisfactory or systematic 
set of management principles. In the Great Plains a series of big 
crops may be taken off the land frequently and therefore the peri- 
ods of restoring lands and protecting them from deterioration come 
more frequently, but they are just as hard to handle as are those 
same tasks in a forest area. 

In our appraisal of the future of the Plains, let us examine a few 
of the adjustments that have been made in the light of those 
recommended by the committee twelve years ago and try to fit 
them into this maze of apparently contradictory principles. 

1. Moisture conservation is paramount and all practices leading 
toward this end are an essential part of farm and ranch operation. 
Several effective practices have been incorporated pretty generally 
into the routine practices of the farm operator. One of these is stub- 
ble mulch. Stubble mulch increases the absorption of water into 
the soil, which becomes a form of reserve; furthermore, it also pro- 
tects the surface against wind action. The time required is dras- 
tically lowered, ^ving flexibility to the labor schedule to meet 
the season’s climatic peculiarities. 

It is the result of two avenues of research. The farm management 
experimenter was looking for cheaper fallow operations. The agron- 
omist was looking for an effective device for increasing absorption 
of rain where it fell. So the two fields of inquiry merged and re- 
sulted in a formula which is not only cheaper by $2.00 an acre, but 
better. 

2. The shortage of water for livestock added to the shock of the 
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great drought of the early '80’s. Water was a limiting factor in some 
areas rather than grass. Even the movement of livestock to the 
railway sidings was hampered by the lack of water along the cattle 
trails. Stock water development was listed by the Committee as 
one of the **on farm” programs. The original estimate was 20,000 
reservoirs. A Plains-wide program of assistance in building stock 
water reservoirs was developed, and that program combined with 
the hard work of the ranchers was so effective that 800,000 reser- 
voirs rather than 20,000 were built. Watering facilities are now 
available within If miles of most all grazing resources, and the re- 
serve water supply is likely to hold out as long as the grass supply. 
The costs can be charged partly to insurance and partly to increased 
plant efficiency, 

3. Dust storms and spectacular wind erosion appeared on every 
side during the 1930’s; therefore, extraordinary emphasis was given 
to protection from blowing soil and the ways and means of restor- 
ing lands to permanent cover. In the course of eight years, 10,000,- 
000 acres of wheat land have been restored to permanent grass. 
The restoration measure is not only one which applies farm by 
farm, but has community implications, inasmuch as a shift from 
more intensive wheat production to the more extensive grass pro- 
duction requires a drastic change in the size of the farm unit, and 
therefore eveiy farm bursts out at the fences. 

It is a protective measure, but its flexibility operates on a tre- 
mendously broad scope and has a one-way aspect about it. When 
the situation dictates a shift to wheat production, the change comes 
rapidly. The possibilities for returns are immediate. Manpower 
and equipment can be moved in readily. The larger ranch units 
can be broken into smaller wheat farms with the mere signing of a 
purchase contract (and at a good profit to the vendor). The grass 
lands can become wheat lands almost overnight. One county hfl-q 
increased its wheat acreage one hundredfold during the last eight 
years; mostly in the last four years. 

When the economic and climatic situation calls for returning 
10,000,000 to 20,000,000 acres to grazing use, it takes years to get a 
stand of grass and go through all the farm reorganization which 
accompanies this shift. It is costly and seems to require public 
assistance and certainly requires an outlay on the part of in- 
dividuals from which they cannot hope to profit immediately. 

The restoration of millions of lower producing acres of wheat 
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lands was a gigantic task well accomplished. But the Plains people 
are still in the process of learning the requirements which underlie 
flexibility on a grand scale. The community organization which 
accompanied the process of restoring land to grass was facilitated 
by the drawing off of manpower to the war industries. A study by 
Ward and Green entitled, Geographicdl Biferences in Production 
from Agricultural Land in the Northern Plains^ shows that by 1^4 
on a county by county basis a fairly uniform balance had been 
struck between the resources and the numbers of population. In 
the second round of restoration which is now before us, some of the 
factors which caused people to move to industrial areas will not be 
present* and therefore the balance will come less readily. 

The accepted concept of marginality goes to pieces under the 
circumstances of a critically variable climate. Which acres are 
submarginal, those in central Kansas which produced an average 
of eight bushels during one ten year period, or those in western 
Kansas which produced an average of sixteen bushels in the ten 
year period immediately following? It is clear that we cannot use 
short time productivity records to determine submarginality. The 
determinations will be made on long time yield history and on the 
degree to which some soils are sensitive to wind action or water 
erosion. As these factors become established and accepted by re- 
source managers of the area, then the adjustments to a particular 
type of production will be more permanent. 

4. Utilization of water resources has advanced at a rapid rate, 
as the original appraisers of the future had hoped. Their emphasis 
was on small farm-by-farm irrigation. Records show that more than 
a million acres of crop land and meadow land have been put under 
irrigation in twelve years by the use of these small systems and it 
has been very largely of the type which added to the winter feed 
production of the ranch, or of the t 3 ?pe which provided for the 
bridging of within-season drou^ts, as in the case of the pump ir- 
rigators of central Nebraska. 

Irrigation systems both large and small must undergo a process 
of being adapted to a sub-humid climate if they are to give full 
results. First, they must be designed to give insurance against the 
effects of intermittent drought. Second, irrigation production must 
be fitted into an existing agricultural pattern. Third, the availabil- 
ity of water must be flexible, 

Ei^t pilot projects which were established nine years ago to test 
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the usefulness of small irrigation projects of ten to twelve thousand- 
acre size scattered throughout the Great Plains embody the prin- 
ciple of an efficient design for farms which is comparable to the 
design for dams for safe and efficient water impoundment. Other 
principles, such as repayment according to productivity, and in 
some cases variable repayments, are being tried out. The integra- 
tion of these projects into a surrounding agriculture has not been 
adequately tested as yet. 

No mention is made in the Committee report of the gigantic 
water impoundments along the main streams of the Great Plains. 
However, in the course of fifteen years, engineering techniques 
have advanced to a point where one of the rivers of the Plains, the 
ACssouri, will have a series of great water impounding structures. 
The experience in building earth dams derived from constructing 
the Fort Peck Dam, completed in the late ’30*s, has no doubt given 
impetus to additional great structures on the Missouri River. 
Large water-holding structures will no doubt be devised for other 
main streams as well. 

5 . Great stress has been placed on feed and seed reserves. The 
practice has been easy during these lush years; however, the 
original concept of feed reserves has undergone considerable 
revision. The cost of feed and the storage of feed should be balanced 
against the cost of maintaining a flexible livestock herd. The point 
of balance is still unknown. 

It is being recognized more and more that a system of feed re- 
serves is far more inclusive than having an extra stack of hay on 
each farm. Effective feed reserves cut clear across the board from 
the management of the open range, through winter grazing, 
through hay supplies, to well distributed stocks of grains, and in a 
larger sense includes the production of feed on irrigation projects. 

There was some experience with stockpiles of grain during the 
late ’30’s and early ’40’s, when great supplies were under govern- 
ment storage. The distribution of these stocks did not conform to 
what the requirements would have been in case drought had come 
to any one community. Neither were the means devised whereby 
grains could be put in storage on a loan basis which would enable 
them to be withdrawn for feed purposes when and if needed. 

We have also had some experience in efficient integration be- 
tween production of hay on irrigation land and its use by the up- 
land rancher. When conditions are favorable, the feed stocks of an 
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entire area are high. The irrigation farmer finds that the sale value 
of hay is extremely low. When the entire area is short of feed* the 
prices will be high, and the cost to the rancher is sometimes exces- 
sive, but the irrigation farmer has no more than one year’s surplus 
production to sell at those advantageous prices. 

6. Land ownership, or at least systematic control of lands, was 
the point of greatest concern with those who studied the prospects 
of the Plains in the middle ’30’s. The whole system of ownership 
seemed to have broken loose. In fact, Dr. H. H. Finnell says that 
much land became a dust bowl hazard because of lack of finances 
and lack of continuing management of land. 

The years of prosperity have obliterated the weaknesses which 
caused 30 to 50 million acres of land to go out of systematic man- 
agement during the drought period. It appears, however, that some 
of the land tenure measures which have been introduced will be 
effective in keeping land under some sort of management under 
extremely adverse conditions. For instance, there are about 5,000 
farms in the Plains area which have been put in the hands of farm 
operators under a variable repayment contract. Also most loan com- 
panies have introduced the principle of forbearance. Not all of the 
mortgage contracts have this provision clearly stated. In case of 
widespread income failure, some of the confusion of the ’30’s might 
be repeated. 

Partial ownership has come to be important in many areas. By 
means of partial ownership, the operator shifts some of the fixed 
cost to a second person. In some cases the second person is the 
government or some other organization which can forego returns 
from the land for indefinite periods, providing that the average is 
maintained throu^ higher returns during favorable seasons. A 
methodology in the protection of equity, security of occupancy, 
and continuity of management is slowly coming to undergrid the 
Great Plains economy. 

7. Institutional devices for protecting and managing resources 
are discussed at length in The Future of the Oreat Plains^ for it 
looked as if individual managers were unable to cope with prob- 
lems which were so widespread. The suggested devices include 
zoning and two new instruments, a district for the control of 
erosion and the grazing association. 

Zoning embodies many of the principles which are required in a 
Great Plains instrument for control. However, it lacks the feature 
of flexibility. 
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Grazing associations have their application in areas which are 
quite obviously and permanently given over to range use. The 
grazing association provides for flexibility in that it envisages rapid 
changes of livestock numbers to coincide with the seasonal forage 
production. Flexibility in annual rental fees through the use of the 
cow-month basis is spreading. 

The districts “for wind erosion control,” such as were enacted 
in Texas, have been superseded by the conservation districts. Some 
of the state conservation district laws do provide for some ordi- 
nances which will encourage or discourage certain trends in land 
use. When a conservation district through experience evolves con- 
trol devices, the district can become the medium for a systematic 
shift in land use that will no doubt some day include the measures 
which win enable manpower to come into an area and quickly 
convert it to wheat, but with certain protective restraints. These 
districts can also provide for a reserve fund, or measures which will 
quickly restore the grass cover on certain lands. If such measures 
are eventually devised, community disorganization will not be^ as 
great as it is at present. 

8. Adaptation of public and private facilities to a sparse popula- 
tion pattern with its attendant small trading center, is perhaps the 
area of least progress. We have just lately begun to recognize that 
sparse population is a permanent and modifying characteristic of 
the Plains, and that the entire system of public and private services 
must gradually, even though painfully, adjust. Some of the states 
have initiated laws providing for redistricting of schools, but so 
far the implementation of these laws has met largely with failure. 

I have recited a few instances where the economic strength of the 
Plains has increased through programs of improvement, but let me 
refer you again to that key sentence in the President’s Plains 
Committee Report: “In a sense the Great Plains afford a test of 
American ways of dealing with matters of urgent common con- 
cern.” 

The Plains people have learned much about methodology of 
practical interpretation and concerted approach. The confidence 
of the future lies as much in the practical interpretation and con- 
certed approach as it does in having found excellently adapted 
practices and in having seen major programs put into effect. It is 
for this reason that I want to ^ve the five stages which seem to be 
essential to full coox>eration in “dealing with matters of common 
concern,” 
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1. Each of the problems to be attacked must be isolated so that the 
people may see specifically what its components are and what its 
effects are, so that it will a clear-cut and manageable segment in 
the program of modification. 

The remedy as well as the problem must be thoroughly understood 
by thousands of people. Such xmderstanding results from a thorough- 
going discussion where farmers themselves work out the means for 
initiating the remedial measures. 

S. The remedial measures must be tested as far as possible by the cri- 
teria of the area. 

4. An inventory must be taken of the facilities at hand for doing the job. 
Many times the job involves public as well as individual interests 
and this point must be recognized by law or by the administrative 
adaptation of a program. 

5. Concerted action must be obtained between the agencies that are 
concerned with assisting farmers in the process of adjustment and 
modification. 

One may say that the foregoing stages are ways and means to 
overcame at least four major hurdles: 

1. Individual adaptation, whereby managers of the resources set aside 
methodologies which have been imported from other areas or carried 
over from earlier years, 

Institutional adaptations, which m many ways are harder to evolve 
than individual adaptations, because they require group action, 
changes in laws, etc. 

S. National cognizance of the problem must be obtained, since all agri- 
cultural production has national implications. 

4. Organizational geography tends to shape up according to convenience 
of travel and grouping of adjacent states. Ofttimes centers of prob- 
lems are not only cut in two but into several pieces, so that they be- 
come incidental and fringe problems to groups which are considering 
studies of problems, educational means, or action. 

In the re-appraisal of the future of the Plains, one must recognize 
that progress is being evaluated in terms of principles and measur- 
ing sticks which have not been fully crystallized, and also, that the 
tests must come over a long period of time, for what seems like 
progress in one era may prove to be just another weak link in the 
one following. 

There are those who believe that the economy of the Plains could 
withstand the strain of a drought of the intensity of the ’30’s. That 
conclusion is by no means supported by the evidence. There are 
also those who maintain that it is impossible to devise enough 
adaptations in the physical field or to adjust our management con- 
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cepts to a point where the economy will be anything but a con- 
tinual repetition of "^boom or bust.” However, the evidence is here 
to indicate that the economic structure is less likely to go to pieces 
under severe strain than it was when the area entered into the 
great drought of the ’30’s. We must remember that the Plains 
economy is subject not only to great droughts affecting the whole 
area, but to localized droughts which are in effect in some part of 
the Plains most every year, and the economic structure may be 
strengthened so that at least it could cushion minor droughts. 

The Plains people have become less and less a ‘*next year” people. 
They are recognizing that they are resource managers who must 
figure in terms of a long time performance. They can see by the 
statistics that if they can live in the Plains for twenty or thirty 
years, they will have a better than the national average income. 
So they are devising every means and using every skill that science 
and experience can produce in order to manage their resources and 
finances in such a way that they can maintain a high level of living 
and yet protect their resources. 


DISCUSSION 

R. B. Tootell 
Montana Extension Service 

Mr. Starch mentions frequently the word ‘‘flexibility.” Probably in no 
other part of the country is flexibility in farm organization and operation 
as essential to the achievement of aiabUitj^ as in this vast semi-arid coimtry 
known as the Great Plains 

Particularly in the early part of his paper, it seems to me that Mr. Starch 
is too optimistic. For instance he says, "The Plains people are no longer 
‘next year* people.” I doubt if this can be very adequately demonstrated 
until the next series of drouth years. The Plains people, are, as Mr. Starch 
points out, becoming more in the nature of "resource managers ” However, 
it seems to me he infers they have achieved a higher degree of accomplish- 
ment in this direction than I am presently willing to concede. 

I quite agree that if the people of the Plains can live here for a 20 or 30 
year period they will, over that period, have incomes averaging higher than 
the national average. A real problem of Great Plains farmers and ranchers 
is, therefore, how to weather the lean years in a satisfactory manner ^ in 
order to take advantage of the high income periods. 

Reserves in the form of moisture, feed, seed and capital accumulated 
during good years is undoubtedly the key to weathermg the adverse peri- 
ods. I am inclined to place greater emphasis on capital reserves and less on 
the others than Mr. Starch. At the same time I should like to point out 
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that the higli income tax rates of recent years seriously impw this safety 
factor. The “net after taxes” is not going to permit “aver«^g out income” 
as we fonnerly attempted to do. Cash or readily convertible securities are 
important, but other types of capital reserves are equally important. Debt 
free ownership of the farm or at least a modest debt is one of the best re- 
serves possible. 

This matter of reserves leads logically to crop insurance. Farmers in no 
other part of the country stand to profit as much over the long pull from 
crop insurance as do those operating under the highly variable conditions 
of the Plains. 

For many years there has been a trend among western ranchers toward 
a cow and calf type of operation- It is too inflexible. When a dry year with 
little forage production occurs the operator may have to dispose of a hi^ 
percentage of his breeding herd and he is not in good position to expand 
when feed supplies become more abundant. A cow-steer type of operation 
gives far more flexibility. With the advent of very favorable grass years the 
steer operation permits rather rapid expansion. 

Because there has been a considerable expansion of the cow and calf type 
operation we may expect a relatively heavy reduction of livestock numbers 
when drouth conditions return. Encouraging a return to a higher percent- 
age of steers before drouth comes will be in the interest of operators on those 
ranches now following the cow and calf system. 

Mr. Starch has indicated that considerable land use adjustment is 
necessary. Some of the obstacles that stand in the way of this adjustment 
are: 

1. Under present conditions of favorable moisture and prices, farmers 
are not voluntarily going to give up the prospective income as a 
contribution to the cause of conservation. 

The land is capitalized on too high a basis. 

3. There is an acute shorti^e of grass and legume seed of adapted varie- 
ties. 

4. Real estate taxes usually lag years behmd any adjustment in land use. 

There have been nme years in most parts of the Plains duriug which dis- 
satisfied farmers and ranchers could sell to advantage. Because of the al- 
ternative opportunities prevailing, practically all of those on the land now 
are here by <^oice. They like the Plains and more than ever before they are 
spendmg money to improve their homes and make them permanent. The 
rugged conditions of the *3D’s constituted the most severe kind of test. For 
the most part there has been a “survival of the fittest.” The future of the 
Great Plains rests primarily with the i>eople themselves. They still have 
many adjustments to make. 1 personally believe it improbable that a 
drouth as serious at that of the ’30’s will occur again during my lifetime. 1 
believe it even less probable that severe drouths of the future will be ac- 
companied by the disastrously low prices of the great depression. The 
Plains already has experienced the worst! It is now far better prepared to 
meet future emergencies. 
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DISCUSSION 

George Montgomebt 
Kamos State College 

The paper presented by Mr. Starch outlined effectively two of the basic 
economic problems of the Great Plains: the systematic control of resources 
throughout the productivity cycle and the development of social and pohti- 
cal institutions in an area of sparse popiilation. Toward the solution of 
problems of production and efficient use of resources from the individuaFs 
viewpointj substantial progress has been made. In devising effective social 
control of resources throughout the cycle, the record of accomplishment is 
not as good. Soil conservation, grazing programs, control of wind erosion, 
and flood control, indicate progress in protecting society’s interest in the 
resources of the Plains. But mudi remains to be accomplished. The recent 
war period, accompanied by good yields and high prices, encouraged the 
use of land for icnmediate gain of individuals without adequate regard for 
the malad justments which may follow. 

It has been pointed out that, ‘Tlains people are no longer a *next year’ 
people. They are becoming resource managers who figure in terms of a long- 
time average.” This is true, but they still figure in terms of a long-time aver- 
age that will provide the largest individual income. Adequate consideration 
is seldom given to the social problems arising from the actions of individ- 
uals. The income obtained from wheat during the years of high yield and 
high prices was probably many times the income to be ejqpected from grac- 
ing, and the annual net income may have been larger than the current 
market price of the land. Unfortunately, this maximization of individual 
income has not contributed to the stability of the agriculture of the region. 
We are now faced with the problem of shifting these extra acres from wheat 
back to grass in order to prevent reappearance of the specter of the dust 
bowl. 

The problems of physical production in the Plains area were solved ef- 
fectively tmder a system where the motivating force was private gain. The 
traditional independence of the pioneer, and the necessity for speculative 
gains as a reward for enduring the hardships of the frontier created throu^- 
out the Plains a philosophy of individual freedom in the use of land. The 
emphasis upon the independence of the individual in the right to use land 
as he chose, and the economic and pohtical institutions created in the 
pioneer days have not provided a favorable framework for solution of 
problems of wind and soil erosion, problems of surpluses and fluctuating 
prices, and instability resulting from high natural risks. In the past much 
of the research in the Great Plains has been directed toward improving the 
efficiency of the individual and increasing personal mcomes. With the 
fluctuations in yields, prices, and incomes, which characterize the Plains, 
society cannot afford to rely primarily on the self-interest of individuals to 
provide answers to problems relating to efficient use of resources and sta- 
bility of income. The task ahead is one of developing techniques or organ!- 
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zations for effective group action. Land-use classification and zoning are 
tedmiques wMch might be utilized to prevent excessive expansion of 
wheat acreage in periods of high yield and high prices. The soil conserva- 
tion district^ the grazing district, the irrigation district, are examples of 
group organization adapted to area and regional problems. Reliance upon 
group organization and local leadership should provide a more stable and 
efficient agriculture than can be achieved by monetary payments 
The paper providing the basis for this discussion refers to the “adapta- 
tion of public facilities to a sparse population as the weakest link ” It is not 
only the weakest link, it is the one to which the least attention has been 
given. There has been a decrease in farm population in the fifteen years 
since “The Future of the Plains” was first considered. There has been a 
substantia! migration from farms to the county seats and village communi- 
ties. Apparently no one knows the actual extent of this migration in areas 
such as Western Ransas, Likewise little is known about the reasons for 
this movement, or to what extent the farm family has improved its lot by 
moving to the county seat or village. There has been concern about wind 
and soil erosion, but little attention has been given to problems arising 
from the movement of farm families. Inadequate appraisal has been made 
of the impacts of these movements on the schools, churches, and other 
social economic and political institutions. Relatively little is known about 
how the movement of the family to town will affect the size, organization 
and efficiency of the farm. Will it mean complete abandonment of livestock 
and poultry enterprises on those farms where the family resides in town? 
How will this migration affect the educational programs of 4s-H Clubs and 
vocational agriculture? Substantially more information is needed on these 
trends which have such an important bearmg on the future of the Great 
Plains. 
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North Dakota AgricuUnral College 

T he vulnerability of farm income to fluctuations in business 
activity and prices is notorious. In high weather-risk areas, 
the effects of extreme variability of weather are super-imposed 
upon the uncertainties and erratic performances of our national 
economy. The Great Plains are such a high-risk farming area par 
excellence, and I shall draw some illustrative material from that 
area. 

John Wesley Powell, in his famous “Report on the Lands of the 
Arid Region of the United States’^ (1878), warned against the 
folly of allowing this area to be homesteaded. He visualized the 
settlement of most of the Plains in “pasturage farms*’ of not less 
than 2,560 acres in size. He considered irrigation the only depend- 
able basis for arable farming in this area.® 

During the succession of ten drought and pest years in the *30’s 
Major Powell’s report was brought to light again. People began to 
wonder; perhaps this settlement of the Great Plains was really all a 
big mistake. Then, during the *40*s, years of exceptionally good 
weather and prices have given Great Plains farmers an unprece- 
dented prosperity. Many debts have been paid off, farms enlarged, 
houses modernized. Yet, farmers ask themselves: How long will it 
last? Could we survive another drought like the *30*s? 

Such a long and severe drought might not recur again during this 
century; or it might start next year. It might be even longer and 
more severe; or it might be shorter and less devastating. Or the 
weather might, for a spell of years, hover more closely around some 
long-time average. Who knows? 

Fundamentally, with respect to the time dimension relevant to 
pla nn ing and decision-making by individuals and groups, the 
weather factor in this region re'preserde an uncertainty of a kind that 
seems to 'preclude cxiuarial determination of annual hvdgetahle costs 

* Abstract of a paper presented at the Annual Meeting of the American Farm 
Economic Association, Laramie, Wy , Aug. 19, 1949, The full text may be obtained 
from the author upon request. Journal paper of the North Dakota Agricultural Ex- 
periment Station, Project P148 

* 45th Congress, 2d Session, House of Representatives, Ex. Doc. No. 73, April 3, 
1873, P 22. 
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of weather risks. This may mean that a *‘soimd*’ crop insurance 
program with premiums balancing iadenmities over a reasonahU 
time span (which could hardly exceed 15 years or so) mi^t prove 
impossible; that the utmost of individuals during good years 
would yield reserves insufficient to tide the farm business and 
family over long years of crop failures; that the nation might have 
to come to the rescue of Great Plains agriculture once or twice 
during a generation; and that if we fail to adapt our economic in- 
stitutions to the weather uncertainty, we might fad to preserve 
dry-land farming in the Plains — or preserve it at a staggering 
social and human cost.* 

Problem I: The Burvching of Foot and Good Years 

The yield variability itself, high as it is, does not constitute the 
core of the economic problem. It is the bunching of poor and good 
years into long periods and their universal incidence that taxes the 
farm economy of the Plains. Let me illustrate. 

In North Dakota, wheat yields averaged 11.8 bus. for the 13 
year period of Id33-4s5. During the first five consecutive years, 
wheat yields were more than SO percent heUm that average (<8.3 
bus.); during the last five years, they were more than 30 percent 
above the average (>15.8 bus.), and only during the three years in 
the middle did they faH within 30 percent of the average — a very 
wide range at that, compared with yield variabilities of major 
crops in other farming regions,^ Every year since 1941 (i.e. eight 
years) wheat yields have been 20 percent or more above the 25 year 
average of 11.9 for North Dakota.* 

If these wide yield fluctuations were fairly well dispersed over 
time so that poor and good years would tend to alternate, the eco- 
nomic problems of income instability would be greatly eased. 
People could then build up sufficient reserves in cash and kind dur- 
ing one or two good years to tide them over one or two poor ones. 
Prenoium rates for crop insurance would be much more amenable to 

* For tlie sake of simplicity of ex{^ition, I assume that most of the present 
farming area should remain m farming for optimum resource allocation 

* During the same period corn yields in Iowa fell below 30 percent of the average 
in only two years, and exceeded SO percent of the average in none of tkese years. 

* Over a dSO year period in Norui Dakota tree-ring studies suggest that there 
were 22 dry peri<^ and 24 wet periods of three or more years, and omy five dry and 
five wet penods of one or two years. The longest dry spell was 16 years (1782-1801), 
the longest wet spell was 39 years (1664-1709), See G F. Will, Tree Ring Studies in 
North Dakota, N. P. Agr. Exp, SUi Bid, SS8, April, 1946, p 23. 
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actuarial deterzninatiou so that for any 10 or 15 year period in- 
denmities could be made to balance premiums. An ever-normal 
granary program could be operated at less cost. 

As it is, the cumulative economic effect of the bunching of good 
and poor years into periods of irregular length is highly disturbing 
to the planning of farmers and agencies. It results in widely dis- 
persed probabilities of yield esqjectations and high individual and 
social costs incident to that uncertainty, in the form of bank- 
ruptcies and human despair or sporadic relief action from outside 
the region. 

Therefore, one of our chief problems is to minimize this cost of 
uncertainty, to cushion the impact of a series of poor years upon the 
farm economy, and to build all kinds of “reservoirs” for catching as 
much as possible of the “rainfall profits” of good years. 

The geographic incidence of poor crop years tends to be nearly 
universal throughout the region (in contrast to the incidence of 
hail, frost, fire or life losses for instance). This results in: (a) The 
difficulty of spreading the total annual cost of yield risk among the 
producers in a locality or even the region and expecting them to 
be able to carry such cost through the whole sequence of poor 
years; and (b) the need for carrying extremely large reserves of 
physical stocks and liquid assets, because the majority of Plains 
fanners will depend upon such reserves aU at the same time. Just 
imagine what the size of the reserves of a fire insurance company 
would have to be if at irregular intervals 80 or 90 percent of all 
the insured houses would bum down simultaneously. 

The bunching of the poor years and their universal and simul- 
taneous incidence throughout the region suggest that it might be 
cheaper and more feasible to allocate part of the risk cost outside 
the region rather than make the region carry it all. 

Prohhm II: The Critical limits of Survival 

The economic problems created by yield fluctuations and the 
bunching of poor and good years are aggravated by the structure 
of the farm business. Most farms are of the family type, varying 
in size roughly between one-half and two sections in grain areas, 
or 50 and 200 cows in graring areas. The bulk of the labor force 
comes from the operator and his family and constitutes a fixed cost 
in the enterprise. 

RigidUy of operating and living costs: If in a succession of poor 
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years net income available to the farm family is reduced below the 
minimum living requirements, the survival of the farm as a going 
concern and as a family home is threatened. Hence, it is not enough 
to consid^ only the amplitude of income fluctuation. Even more 
important are frequency and extent of income deficits below the 
level of minimum operating and living requirements of the farmer.® 

For instance, if the net income is $10,000, a poor crop slashing 
that income to one-third does not endanger the survival of that 
farm family; but if it is $8,000, an income reduction to one-third — 
particularly if prolonged over several years — ^will wipe out farm 
and family. Plains* farmers have often been called gamblers; but 
gamblers rarely play for their homes as stakes. 

The crndal problem of weather uncertainty for the farmer is to 
reduce the probability that crop hazards will cut his income below the 
critical limit of survival. To illustrate, let us construct a model of a 
typical wheat farm in the Northern Plains. 

In this simple model, the effects of output variations due to 
weather from 67 to 125 percent of a long-time “normal” upon the 
disposable cash farm income are demonstrated.'^ Such variation in 
output has but little influence on input costs; hence, they are held 
constant* An unencumbered owner-operator of average ability and 
with a family requiring about $2,400 of living expenses to maintain 
a minimum adequate standard can just squeeze by on a two-thirds 
crop; a moderately encumbered owner, under present rigid debt and 
tax obligations, falls 30 percent below the critical family mainte- 
nance level — ^which he might manage for one year by postponing 
replacement of clothes and other temporary retrenchments in 
consumption expenditures, but which over a period of years will 
inevitably result in loss of the farm; a keaxUy encumbered owner can 
just squeeze by on a “normal” crop, but is completely at the mercy 
of his creditors in case of a two-thirds crop. 

It is the location of this critical limit of family maintenance and 
the redudion of the probability that a farmer^ s disposable income 
might fall below this Umit, which constitutes the heart of the income 
stabilization problem in the Great Plains. 

® We consider here the price level to remain constant. 

^ Note how the relative^ fixed cost structure affects the “net operator’s income 
elasticity with respect to yield.” A BO percent reduction in yi^ld (from normal) re- 
sults in a 50 percent reduction in net income for an unencumbered owner, fiO percent 
for a moderately encumbered owner, 00 percent for a heavily encumbered owner — 
ming rounded figures The implication of this relationship is not suflBciently realized 
by economists who are developing the marginal analysis of production functions. 
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Tabijb 1. Ttpical Nobthebn PjiAiNfl Wheat Fahm* 
(Assuming 1946-47 price level) 


Item 

Unit 

*‘Good” 

Conditions 

“Normal” 

Conditions 

“Poor” 

Conditions 


Acres 

480 

480 

480 

Wheat yield per acre 

bu. 

14 8 

11.8 

8.0 

Cash receipts 

$ 

8,700 

6,900 

4,600 

Cash operating expenses 

$ 

1,700 

1,700 

1,700 

]|^perty taxes, insurance 

$ 

300 

300 

300 

Net Ca^ farm income 

$ 

6,700 

4,900 

2,600 

A. Unsnctmhered Owner 

Disposable Cash income 

$ 

6,700 

4,900 

2,600 

B. Moderately Encumbered Owner 

Debt payments on 5% ten-yr. 

mortgage of $7,200 

$ 

900 

900 

900 

Disposable Cask Income 

$ 

5,800 

4,000 

1,700 


C. Heavdy Encumbered Owner 
Debt payments on 5% ten-yr. 
mortage of $10,000; 6% short- 
term loans of $d,000 over two 


years 

$ 

2,310 

2,310 

2,310 

Disposable Cash Income 

$ 

4,390 

2,590 

290 

Minimum Requirement for Adequate 
Family Living Standard^ 

$ 

2,400 

2,400 

2,400 


• Adapted from W D. Goodsell et al , Typteal Farndy^Operated Farms, 19S0-J^79 
B.A E. P.M 55 and 70, U.S.D.A., Washington, D. 0., April 1946 and Sept. 1948. — 
This IS a 480 acre farm, with a real estate investment of $12,000, and machmety 
and livestock investment of $4,500 

** For a city worker's family of four, the estimated costs of a nrunimiim adequate 
family budget was around $3,200 at June 1947 prices (See XJ. S. Dept, of Labor, 
BX.S. BuL 927, Workers* Budgets in the United States, March 1948, p. 22.) For a 
typical fann family of five or six a budget of $2,400, or 75 percent of a city family 
of four, might be expected to provide a roughly comparable level of living* 


This proposition needs emphasizing. The problem is not to stabil- 
ize income near a long-time “normal” level. It is rather to 'prevent the 
disposable income of any competent and honest farmer from falling 
below the critical level of farm and family mainienarLce as a result of 
weather and price factors beyond his control. Any income variation 
above this critical limits however wide and erratic^ does not seriously 
jeopardize the region^s farm economy. 

Character of Income Variability: To get a sense of the character of 
income variability, take North Dakota as an example. In terms of 
19i7 dollars, gross cash income from marketings per farm averaged 
$4,600 for the 25 year period of 1924-48, and ranged from $1,880 
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in 193^ to $10,240 in 1947,* or from 30 to 220 percent of the average 
(see Table 2) . All years with a gross cash income 33 percent or more 
below average were consecutive, lasting 10 years,® 


Tablb} 2. Frequbnct and Length of Variations in Gross Cash Income pee 
Farm, in 1947 Doelaes, North Dakota. 1924-1948, 25 Year Period 


Range Limits 


Number 

Percent 

Length of 

In Percent 
of Average 

In 1947 
Dolbrs 

of 

Years 

of aB 
Years 

Consecutive 

Years 

Under 50% 

2,300 

8 

32 

8 

Under 67% 

3,100 

10 

40 

10 

Under 80% 

3,700 

12 

48 

11 

80-120% 

4,600 

average 

6 

24 

2,3,1 

Over 120% 

5,500 

7 

28 

7 

Over 1S3% 

6,100 

7 

28 

7 

Over 150% 

6,900 

6 

24 

6 


What does this mean in terms of the critical limit of farm business 
and family survival? These figures represent gross cash incomes 
from marketings out of which all operating and living expenses as 
well as debt and tax payments had to come. State averages are 
notoriously inadequate to answ^er this question satisfactorily. We 
hope soon to get income distribution estimates which should 
throw considerable light on this problem of critical limits. In the 
meanwhile, we might get a very rough idea from the material at 
hand. 

Under a parity ratio of around 95, and under “normal” crop con- 
ditions, we can assume that something like one third of the cash 
receipts from marketings is required to meet current operating 
expenses and taxes on the majority of North Dakota farms. The 
parity ratio for the 25 year period was 94. Let us assume that on 
the average about $1,500 was required from the $4,600 to cover 
these expenses, leaving an average disposable income (except for 
income tax) of $3,100 to an unmcumbered ovmer-o'p&rotor. If neces- 
sary consumer expenditures for a typical farm family required 
$2,400 (in teims of 1947 prices), $700 would have been available 
on the average for savings and improved living. 

^ Based OR data from “Tbe Farm Income Situation,” U S.D.A. Cash re- 

ceipts are di-^ded by the U. S. "Prices Paid” Index, 1947= 100. 

^ The variabihty of net income is, of course, much greater than of gross mcome. 

See ‘Ttisk-Bearing in Agricolturd Production in the Great Plains — ^Based on a 
Study of 246 Kansas Wheat Farms.” B.A.E , U.S.D Ji., July 1949. (mimeo.) 
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The crucial question now is; In how many years and how far did 
the disposable income fall below the critical limit of family mainte- 
nance for unencumbered and encumbered owners? In IS out of the 
^ years, an unencumbered owner-o'perator with a period average of 
around $4,600 gross cash income could not have maintained family 
living expenditures at $^,400- A moderately encumbered owner could 
not have maintained that living level and an annual debt payment 
of $900 in 16 years of that period, of which 15 were consecutive. He 
would have had a negative disposable income in eight consecutive 
years (1931-38). It is estimated that around one third of all North 
Dakota farmers lost their farms through foreclosure during the 
'30*s, largely as a result of these conditions.^® Most farmers were 
forced to reduce operating and living expenses way below require- 
ments for efBcient production and minimum adequacy in family 
living — to the detriment not only of themselves, but of community 
welfare and the land as well. 

The cumulative effect of the bunching of poor and good years is 
demonstrated in Table 3. An unencumbered owner-^operotor of an 
average size farm who started farming in 1924 would under the 
assumed conditions have entered the *30^s with a saving of 
$2,100 (of 1947 purchasing power). During the next 11 years, he 
would have had to go into debt for $17,500. From 1941 on, had he 
kept his expenses at the $3,900 level he would have saved by 1945 
more than sufficient ($17,900) to repay the incurred debt, and would 
have wound up by 1948 with a net saving over the 25 year period 
of $17,350. For an encumbered ovmer, the last 25 years would have 
wound up with a net deficit of $5,100 in 1948. In order to main fam 
the assumed expenditure level, he would have had to borrow be- 
tween 1926 and 1940 $32,800— a sum quite beyond his reach. 
Still, his deficit of $5,100 might be wiped out by two or three more 
good years so that he mi^t get into the clear over a 25 to 30 year 
period. Then, again he might not. This is much too long a time- 
span for an individual farmer to plan his finances. There can never 
be any certainty that the deficits will be offset by surpluses within 
any predetermined time period relevant to individual planning and 
decision ma king . The implications of these characteristics of income 
variability are far reaching. 

See Scbickele and Engeljdng, Land Values and the Land Market in North 
Dakota. N. D. Agr, Exp, Sta. Bui, S53^ June, 1949. 

See also Carl P Heisig, Income Stability m High-Risk Parming Areas, 
Journal, No. 1946, pp 961-972. a , wua 
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TABiiB S, Excess or Deficit of Dibpobabi® Farm Income (in 1947 DoiiLARs). 
If an AwNTTAit Familt Living Cost op $2,400 Hao 
Been Maintained, North Dakota, 1924^8* 


Period 

Excess or Deficit of Disposable Income 
Unencumbered Owner Encumbered Owner 

Excess 

Deficit 

Excess 

Deficit 

1924-29 

1930-40 

1941-48 

$ 2,449 

34,868 

$ 343 

19,615 

$ m 

27,868 

$ 8,520 
S9,SIS 

1924-48 

Net 

»7,317 

+17,354 

19,963 

27,889 

38,085 
- 5,146 


» “Disposable” income except fot income taxes. 


The Goal 

These characteristics of weather uncertainty and 3deld variations, 
in conjunction with price uncertainty and the closeness of the long- 
time average income level per farm to the critical limits of business 
and family survival, suggest the following over-all goal for remedial 
measures to stabilize the farm economy in high-risk areas; 

We must find ways, through a combination of individual 'practices 
and public policieSy that will enable any competent and honest farTner 
operating an adequaie-size unit to ride out periods of drought and very 
low incomes without starving his family y robbing his soil and losing 
his farm. 

We must discover and apply new farm management and business 
practices, cooperative methods and government programs that will 
provide an adequate minimum of economic security over the years 
for any farm family willing and able to do its share, in face of 
extreme weather and price hazards. 

More specifically : wkeUy due to no fault of the farmery his product 
value falls below the critical limit of necessary farm operation and 
family maintenancey he should have an opportunity to draw upon 
sujfioimt resources from within or outside his enterprise to main’- 
tain a minimum adequate level of expenditures. 

As much of those resources as possible should come from within 
his farm unit, from reserves and insurance premiums that he can 
reasonably be expected to build up and maintain economically on 
his own. Beyond this source, additional stocks and funds will be 
needed by many farmers during one or more periods in their active 
years which will have to come from otdside their enterprise, in the 
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form of crop insurance indemnities, credit of various kinds including 
debt and tax deferments, and in extreme emergencies even public 
grants in aid (of which price supports represent one kind). 

From the viewpoint of resource allocation, the disruption of an 
adequate-size farm as a going concern under average management 
due to weather hazards entails a social loss; from the viewpoint of 
personal income distribution, the disruption of a competent and 
honest farm family through prolonged deprivation and eventual 
dispossession as a result of weather hazards spells undeserved 
hardship and drags a long train of social costs, unrest and frustra- 
tion in its wake. 

The goal is not primarily to reduce yield uncertainty, but to 
reduce the impact of yield uncertainty upon the security of the farm 
economy. The goal is not to stabilize income at some long-time 
average level, but to place a floor at the critical level of farm and 
family survival. The goal is not to depopulate the high-risk areas 
down to the Indian level of man-land ratio, but to secure a pattern 
of farm sizes where each unit is large enough to apply modern 
production technology and to support a family at acceptable 
standards of living under condUions of long-time average yields. 

Remedial Measures 

Crop Insurance: The first question might well be, whether the 
physical yield uncertainties can be converted to “known risks.*’ 
Frank H. Knight points out: “when the technique of business 
organization has reached a fairly high state of development, a 
known degree of uncertainty is practically no uncertainty at all, 
for such risks will be borne in groups large enough to reduce the 
uncertainty to substantially negligible proportions.**^^ He distin* 
guishes between three different types of probability judgments: “a 
priori probability** as exemplifi^ by throwing a perfect die; 
“statistical probability** determined by mass observation and 
classification of instances in frequency distributions, e.g. fire hazard 
for buildings; and “estimated probability** derived largely from our 
intellectual capacity “to form more or less correct judgments about 
things,’* from “an intuitive sense of value,** such as the estimated 
probabilities of various relevant events upon which an entrepreneur 
bases his business decisions.^® Only the first two types of probability 

^ P, H Knight, Risk, Uncertainty and Profit, p, 47. 

“Ibid, p. 225. 
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can be expressed in terms of actuarial valuation of risks. Certain 
specific metereological components of the factors determining crop 
yields could conceivably be evaluated in terms of “statistical prob- 
ability/'^^ 

It has been estimated that fairly accurate yield histories over a 
25-SO year period would be required in order to establish premium 
rates which would approximately balance indemnities over such 
a period/® The principles involved here may well have much broader 
socio-economic significance. The unevaluated total uncertainty of 
a given type of occurrences (in this case wheat yields) is broken 
down into two parts; (1) one part represents a valuated risk deter- 
mined by limited statistical observations of certain occurrences 
(e.g. yield deficiencies) over a relatively short period (e.g. 10-20 
years) — the cost of this "‘partial riak*" being borne by the “insured"; 
and (2) the other part represents ""residuaT^ uncertainty for which 
we have no way of calculating probabilities and hence cannot 
determine its risk value — the cost of this “residual” uncertainty 
being borne by society whenever it rises above the individual's 
ability to bear/® The contractual provisions establishing premium 
and indemnity rates, therefore, must rest upon a combination of 
Knight's “statistical” and “estimated” probability judgments — 
with a strong accent on the latter.^^ 

Grain, Feed and Cash Reserves: Because of the great uncertainty 
regarding the length of the good and poor periods, the width of the 
gap between poor crop output and critical survival limit, the move- 
ment of future prices, and the technical limitations of farm storage, 
I suggest that emergency grain and forage reserves on individual 
farm can hardly he expected to do more than compensate for a partial 

G. Blumenstock, Drought m the TJ. S. Analyzed by Means of the Theory of 
Probability. Technical Bvl. 819, April 1944, p 61. 

“ Summary Report of the Wheat Crop Insurance Consulting Committee, June 
80, 1942, p. 17. Also Report of the Federal Crop Insurance Corporation, 1947, 
tJ.S.D.A., p. 7 See also Harold Halcrow “The Actuarial Structures for Crop Insur- 
ance,” this Journal^ Aug. 1949, Vol. 31, No. 3. 

To conform with onr goal, it should be worth exploring whether indemnities 
could be geared specifically to the “survival requirements” of individual farms. 

Essentially this splitting of "total uncertainties” into a “budgeted ]partial 
risk” cost and an unbudget^ “residual uncertainty” cost is also implied in our 
unemployment insurance program where the compensation for a stated period of 
unemployment (e.g six weeks or two months) is covered by premiums collected 
and where any "cost” of unemployment beyond that "insured” period is borne by 
the individuals and by society in some way through rehef or pubhc works In this 
case, however, society’s commitment to bear the cost of the "residual uncertainty” 
unemployment is. at least in the U. S., not as exphat as in the case of crop in- 
surance. 
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crop failure of one year. To carry larger reserves would in most cases 
prove economically unjustified. Within this limit, however, the 
returns from such individually accumulated reserves, especially 
of feed grains and forage, might be very substantial. 

What might be an appropriate extent of a centralized grain 
storage program? Storage cost and rate of deterioration are prob- 
ably substantially lower in terminal elevators than on the farm. 
As a specific measure for implementing our goal, an emergency 
grain storage program might be conceived that would permit 
farmers in poor years to borrow grains up to their survival reguire^ 
merds and to repay such loans in kind during good years with a 
modest interest charge. The price risk would thus be borne by the 
government, and the price-stabilizing effect of the storage program 
itself would reduce the cost of this risk to a minimum. 

Cash and other liquid assets are not quite as “idle” as physical 
reserves as they can earn a small interest. They have no storage 
cost and do not “deteriorate.” The increase in returns if they were 
invested by the farmer over the nominal interest they draw as 
liquid savings, however, should be charged against them. On the 
whole, liquid asset reserves as a safeguard against weather hazards 
are probably superior to grain or forage reserves kept for that 
purpose by individual farmers. 

Drought Credit: In strictly economic terms, there is no reason 
why the saving should take place before the event of a poor period. 
In fact, the inexorable uncertainty of weather hazards speaks very 
strongly in favor of saving after rather than before. The type of 
credit should be one of “budgeted” or “supervised” loans, adminis- 
tered along the lines of FHA production loans, with local farmer 
committees advising the agency on applicants’ eligibility, and with 
the borrower agreeing to budget his repayment schedule according 
to his ability to repay, in consultation with the lender. The agency 
should have ample power to exact repayment as soon as income rises 
above the critical survival limit. In all cases where repayment is 
delinquent on account of the borrower’s negligence, incompetence 
or ill-will, the lender should have aU the legal remedies for collec- 
tion at his disposal. 

Flexible Debt and Tax Payments: The foregoing three measures 
of crop insurance, reserves and drought credit are designed to com- 
pensate for income deficiencies below the survival limits caused 
chiefly by weather hazards. Such deficiencies can often be reduced 
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from the cost side, by adjusting traditionally fixed cost items to the 
income flow, to the jFarmers* ability to pay. The crucial cost items 
which lend themselves to such adjustments over time are debts 
and taxes. 

The principal issue is how to apportion debt payments cmer time 
rather than bringing flexibility into the total amount of the debt 
obligation. I believe in using the full force of the law to safeguard 
the total amount of the lender’s claim upon his debtor; but I am 
convinced that stability in the farm economy in high-risk areas 
requires the breaking of the time-rigidity of debt payments. Per- 
haps the most important type of measure would be a pattern of 
deferment privileges. The deferment should be granted subject 
to the borrower’s agreement to budget his repayment schedule in 
consultation with the lender, as soon as his farm income rises above 
the survival limit. The same reasoning holds for making real 
estate taxes more flexible over time. 

Diversification: Much is being made of diversification as a 
means of reducing price hazards in the Great Plains. Perhaps price 
variability of livestock products is significantly lower than that of 
grains. Undoubtedly, output variability in livestock enterprises is 
lower because of substitutability among feeds and greater manageri- 
al control over input-output ratios. Climatic and market conditions 
in the Plains place rather severe restrictions upon diversification. 
Uoyd Barber in his Kansas study found only slight differences in 
yield variability between the various crops, with wheat yields 
showing the lowest variability in most cases. Diversification within 
the crop system, therefore might not substantially reduce output 
variability due to weather hazards. 

Opportunities for diversification in the Plains, however, do exist 
along two lines: (1) fuller use of non-crop land and land submargi- 
nal for crops in many years, say five or more out of ten, and (0) 
fuller use of under-employed fmnily labor, especially during the 
winter season. Diversification that takes advantage of these two 
opportunities helps to prevent income from falling below the critical 
limit in three ways: by raising the level of income, by reducing the 
variability of total farm output, and by reducing price uncertainty. 

Increasing Farm Size: Yield reduction due to crop hazards does 
not reduce appreciably the total cost of operating the farm. Operat- 
ing costs, family living requirements, debt and tax payments stay 
practically the same whether the crop is good or poor. For this 
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reason, a larger farm is less vulnerable than a smaller one, ■within 
certiun limits. A 50 percent reduction in net income means some- 
thing very different to a farmer with a “normal’’ $5,000 income than 
to one with a “normal” income of $2,500. Hence, a fairly substantial 
level of “normal” output reduces the probability that a poor crop 
will press farm income down below the critical level of survival. 

Price Supports: The specific significance of price supports to the 
high weather-risk areas of the Plains is two-fold: (1) price supports 
reduce the risk of poor crop years coinciding -with ruinously low 
prices, and (2) grains are the dominant cash crop and have the 
highest price variability of any major farm product. The heavy 
dependence upon grains constitutes a serious price hazard which 
can be substantially reduced by effective price supports. 

A long-range price support program that will prevent ruinously 
low crop returns, but wiU not price the regiorCs products out of their 
markets^ should be particularly helpful in stabilizing the Great 
Plains economy. A warning needs to be sounded, however, regarding 
production controls as a means for supporting prices. The danger 
that a drastic acreage reduction may coincide with a near crop 
failure is here much more serious than in low weather-risk areas. 

There is a high premium for ingenuity, for finding new ways of 
doing things and for shaking off practices and institutional arrange- 
ments that were brought to the Plains from the humid east, and 
that do not fit the high weather-risk and arid characteristics of the 
Plains. Everytime a competent and honest farmer loses out in his 
fight against crop hazards, the region throws a challenge to the 
resourcefulness of farmers, community leaders, researchers and 
educators, to the wisdom of statesmen in our farm organizations, 
state legislatures and Congress. They all are called upon to make 
their contribution to the fullness and security of rural life in the 
Great Plains. 



THE PROBIEM OF FARM BUSINESS SURVIVAL IN 
AREAS OP HIGHLY VARIABLE RAINFALL 


Donald C* Hobton and E. Lloyd Babbeb 
Bureau of AgncuUural Economies 

R esearch on the problem of farm-business survival in areas 
j of highly variable rainfall should be relevant in terms of 
yielding information on questions that have considerable long- 
time significance. 

One such question concerns the conditions which cause some 
farm businesses to survive and others to fail in the same general 
economic environment. Is there evidence that the farm-firm which 
survives has been adapted successfully to areas characterized by 
extreme weather variability; or has survival been the result merely 
of historical accident or of the industry and good management of 
the farm operator? How one is to de&ue “survival” — ^whether in 
terms of the continued existence of the farm business, in terms of 
some minimum degree of income stability or on some other basis — 
can be left to the discretion of the individual research worker. 

A second question relates to the degree of stability farmers can 
afford. Can the farm business that takes adequate measures to 
safeguard itself against failure earn enough more in the long run 
to cover the added costs of this protection? In other words, is 
financial stability of the individual farm business feasible on a 
business basis in the face of extreme instability of yields and within 
the present competitive structure of agriculture in this area?^ 

A third has to do with the personal distribution of heavy losses 
and heavy gains in high-risk agriculture. To what extent are the 
heavy losers and heavy gainers the same, and to what extent are 
they different groups of people? It is possible that returns from 
farming in high-risk agriculture over a period of years may average 
out as high as, or even higher than, those in other kinds of agricul- 
ture. 

A final, but important, question concerns the attitudes that lie 
back of the competitive structure of farming in the area. To what 

1 Could a farmer who desires this degree of protection secure a larger net income 
as the operator of a more stable type of farm business m some other area, such as on 
a 'Wisconsin dairy farm, than he could earn on a farm characterized by highly vari- 
able crop yields? If so, the question arises as to what degree of protection is a reason- 
able goal for the farm operator under the present organization of farming in the area. 
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extent would the fanners of the area be willing to forego the oppor- 
tunities for large gains in order to minimize the chances of disas- 
trous losses? In theoretical terms, what is the nature of the “risk- 
preference function”? One aspect of this question is the extent to 
which the probability of losses is consciously anticipated by 
farmers who commit their resources to this area. Little, if any, 
empirical evidence is available with which to evaluate this ques- 
tion. In a sense, we are asking about the nature of the supply curve 
for entrepreneurship in high-risk agriculture. 

These and similar questions help to identify needed fields of re- 
search, but they may not provide the most effective points at which 
to be^. It may be that we can learn something from the physical 
sciences about selection of specific projects. As in those fields the 
more effective research often may be that which superficially ap- 
pears to be far removed from the central problem. 

In the brief outline of specific fields of research which follows, two 
broad approaches are suggested. The first takes as given certain 
institutional arrangements, including public policies and the general 
competitive organization of farming. It then examines a number of 
possible lines of action that the individual farm business might take 
to safeguard itself against failure. The second takes as given an 
assumed pattern of farm business management and then inquires 
as to the costs and effects of public policies applied to entire areas. 

Organization and Financial Management of the Farm Business 

Research projects in this general field may be further divided 
into those with primary emphasis on the technical aspects of farm- 
ing, and those that place primary emphasis on the financial aspects. 
What contribution to stability, and at what cost, may be expected 
from specific cultural and other strictly physical farm-management 
practices? This is largely a job of interpreting the results of physical 
science research in terms of costs and returns, with emphasis upon 
the contributions to stability of the farm business. 

In this category falls research on the eflScaey of physical reserves 
held by the farm business to increase stability of operations of the 
farm plant. To what extent can the stabilization of operations 
through the maintenance of feed and seed reserves be expected to 
give protection against financial breakdown of the farm business? 
It is conceivable that under certain conditions such farm-manage- 
ment policies might even lead to a greater degree of instability, as 
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when large physical reserves are held at the beginning of a period 
of falling farm prices. 

Diversification of the enterprise and the provision of flexibility in 
the farm plant to allow a wide choice of alternatives are other 
stability measures of a primarily technical nature that require 
study. Within the rather narrow range of alternatives that exist 
in areas of high weather risk, do increased diversification and 
flexibility offer gains in stability that are at all commensurate with 
the costs? 

In all of these problems, the characteristic uncertainty and 
variability of farm prices add to the dfficulties of analysis. Prices 
are at once an important independent cause of instability and a 
factor which the research worker must include in his assumptions in 
studying the problems of weather risks. The widespread financial 
distress experienced in the Great Plains during the 1930"s followed 
the occurrence of repeated crop failures in a period when farm 
prices were generally depressed. What the effect of such a series of 
poor crop years would have been in the absence of low farm prices 
presents a somewhat different question. 

On the side of financial practices, we need to know more about 
the extent to which reserve and borrowing practices can contribute 
to greater financial stability of farm businesses. Holding liquid 
reserves in the form of cash and readily marketable securities may 
be viewed in part as the combination of a stable, low-yielding in- 
vestment business with a relatively unstable fanning business. The 
stable investment business is such that it can be liquidated or ex- 
panded with little inconvenience. Phrased in these terms, the 
question of the cost of such protection may be considered in terms 
of the returns that might be obtained by concentrating all of the 
capital in the farming business. 

Whereas business-management practices as to financial reserves 
can be decided largely by the farm operator, the use of credit and 
the terms and conditions of borrowing depend also upon the lender. 
Unless a public lender is willing to take large risks as a matter of 
public policy* the contribution of credit to farm-business stability 
will be limited to the amounts loaned and the terms and conditions 
granted by lenders who are seeking to protect their own financial 
stability. Within these limits, however, lies a broad area of research 
as to the extent to which it is reasonable to attempt to use credit 
to supplement farm income in providing the funds to continue a 
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farming business in years of low income. Assuming that a farm 
operator has an assured line of credit, should he invest in farming 
assets and rely on credit to tide him over, or should he place more 
reliance on financial reserves in the form of low-yielding assets? 
The answer very likely may be that it depends. Even so, we should 
be able to determine upon what it depends in order to form a better 
idea of the respective limits of these related methods of accomplish- 
ing the same objective. 

Of somewhat the same nature are research problems that relate 
to the use of insurance as a device for protection against cata- 
strophic losses. The contribution of insurance, except that which 
may be provided on a cost-sharing basis by a public agency, de- 
pends upon the limits imposed by insuring agencies as well as upon 
the use the farmer makes of insurance. But within these limits are 
many questions relating to the extent to which stability can be 
promoted by agreeing to a schedule of fixed insurance charges as 
the price of protection against hazards which may be unrelated to 
the major forces that determine fluctuations in farm income. Here 
one of the problems is the extent to which protection against 
catastrophic losses is feasible without thereby building up fixed 
insurance charges that may accentuate financial difficulties in 
prolonged periods of low prices and yields. In this field fall also 
life insurance for the family as well as health, accident, and liability 
insurance. Here, as elsewhere in the consideration of methods of 
protection against failure of the farm business, the question often 
is one of how much protection is feasible under the present com- 
petitive organization of farming in this area. 

In some respects equity investment by outsiders in the agricul- 
ture of the area is the converse of maintenance of liquid reserves by 
the operator. In the case of equity investment by outsiders, two 
separate businesses are combined in one operating farm. The farm 
operator conducts a farming business witii leased assets and the 
outsider conducts an asset-owning business; whereas the owner- 
operator who maintains large financial reserves operates both a 
farming and a low-yield investment business. In the former, stabil- 
ity is achieved by placing a part of the uncertainty-bearing on an 
outsider. In the latter, greater stability is achieved by investing in 
high-grade, low-yielding assets. 

This is not the place to speculate on the best techniques for 
studying these problems or to anticipate results that might be ob- 
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tained. The scarcity of usable data, however, will continue to tax 
the ingenuity of research workers. Most of the data now available 
are byproducts of some other process. Emphasis needs to be placed 
on the systematic development of statistical series for individual 
farms that will permit construction of the empirical models needed 
to study most of these problems. This means that existing data 
need to be studied for what can be gotten out of them, both as to 
substantive results and as to ideas for future collection of data. 
Building up a body of basic data and development of appropriate 
concepts and other tools of economic analysis are slow jobs at best. 
The sooner we get started at them the sooner will it be possible to 
do an effective job of reducing the area of controversy over ap- 
propriate farm business and financial management by a correspond- 
ing enlargement of the area of tested knowledge about the prob- 
lem of farm-business survival in the high-risk agricultural areas. 

In studying the tji^s of problems outlined above, the research 
worker should be prepared for results which indicate rather narrow 
limi ts within which the individual farm can deal with the business- 
survival problem. Nevertheless, until we know more about these 
limits we are not very well prepared to say in what respects govern- 
mental or other group action is a superior method of handling the 
problem. 

Oovemmental Action Affecting Entire Areas 

We turn next to the second broad area of research which focuses 
on action of government in relation to entire geographical areas. 

To do effective research, it is often necessary to hold constant for 
the time being certain phenomena that are not under study at the 
time. In a study of governmental and other group action to protect 
farms against failure, it may be most useful to assume that farm 
business and financial management is constant. One needs to as- 
sume also that there are limits to the costs the public is willing to 
incur to promote greater stability of farm businesses. With outside 
limits on costs, it is then possible to inquire regarding the specific 
costs and probable effects of a number of possible kinds of govern- 
mental action. Here again it is useful to distinguish between those 
activities of government that are designed mainly to influence tech- 
nical aspects of farming and those that operate more at the financial 
level. 

In studying the effects of alternative public policies in this field. 
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the research worker should take some liberties in assuming, for the 
sake of analysis, that legal and other institutional obstacles could 
be overcome if society really wished to follow particular lines of 
action. If the research worker restricts himself to his specialized 
Job he should be free to study probable consequences of possible 
policies that seem at the time to be far removed from the realm of 
immediate adoption. 

Hence, one area of research in governmental action relating to 
the technical aspects of agriculture might well be to determine the 
eflPects of specific regulations or inducements designed to direct 
high*risk agriculture into types of farming that are subject to less 
variation in yields. It would be instructive, for example, to assume 
that during the middle 1920’s certain areas had been definitely 
zoned against crop-farming, and then follow through the next 25 
years to determine probable net income both under this plan and 
under farming practices that have been actually foUowed. We 
might find resource allocation for the entire period has not been too 
badly out of line, but the personal distribution of gains and losses 
might be unsatisfactory, 

A more tangible subject for study is the amount of stability for a 
given amount of cost to be expected from public expenditures on 
irrigation development. Considerable empirical data are available 
for such research. To what extent do higher fixed charges and 
greater vulnerability to small variations in prices replace greater 
variability in yields as potential causes of farm business failure 
when a shift is made from dry-land to irrigation farming? How 
much stability to entire communities, including adjacent dry-land 
farming, is given by irrigation farming? What does irrigation farm- 
ing do to the distribution of uncertainty-bearing among farm opera- 
tors, absentee landlords, and creditors; and is the resulting capital 
structure more or less vulnerable to variations in prices and costs 
than that characteristic of dry-land fanning? Although it may re- 
quire some ingenuity, the research worker may find that much of 
the basic data for such research is already available. 

On the financial side, the research worker should also give con- 
siderable freedom to his imagination in the choice of projects. For 
example, what would be the fiscal cost and the distribution of 
benefits of a minimum net income guarantee to each farm family 
in a specified area? Similarly, what would be the fiscal cost and in- 
come effects of a government-sponsored crop insurance program in 
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which a specified part of the insurance premium was carried by the 
Government? What would be the net cost to the Government in the 
form of reduced income-tax collections of a plan whereby (1) the 
income-tax accounting period would be made long enough to 
average out years of high and low income, and (£) the farmer would 
be required to invest in government bonds in years of high income 
to obtain the advantages of tax reduction? Assuming that the 
public is willing to incur a given level of costs in one form or 
another to reduce the rate of farm business mortality in this sector 
of the economy, research studies of this type should provide a 
better basis on which to debate the relative merits of different pro- 
grams involving similar cost to the Government. 

The research areas so far discussed have emphasized direct 
stabilization of income. On the expense side there are also possible 
policies whose probable consequences need investigation. What, 
for example, would be the fiscal cost and probable effectiveness of a 
government-sponsored credit institution with power to finance 
specified fixed charges of both farmers and local governments in 
times of low farm income? The specified fixed charges presumably 
would include fixed operating costs of both farms and local govern- 
ments when they are viewed as going concerns. Important in the 
consideration of effectiveness of such measures is the question of 
which, and what proportion of, farm businesses would be helped 
immediately by such a financing arrangement. Such a study would 
need to consider the prospect of losses on loans in evaluating prob- 
able public costs. 

As emphasized at the outset of this paper, a real contribution 
can be made by research to the intelligent consideration of impor- 
tant public policy questions without attempting to give answers to 
questions that are political by their very nature. It is not serious 
if we spend time enlarging our knowledge of possible effects of 
actions that are never taken. Probably the transfer of basic knowl- 
edge from one area of investigation to another is large. There is 
even danger that we shall be so practical in our short-run choice of 
research projects that we may still he dealing with the depression 
of the 1930’s when new problems arise. 
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DISCUSSION 

Habolb G. Halcrow 
Moi^wm State College 

Tile Great Plains may be cbaracterized — as has been done by Dr. 
Schickeie — ^as a region within which good and bad crop years have oc- 
curred in bunches. In spite of this bimching, students of this weather and 
yield experience are almost tmanimous in their conclusion that no definite 
pattern of length or sequence in weather cycles has been established. In 
one study based on tree-ring growth, covering 534 years, it was concluded 
to be impossible to work out any definite pattern of yield series. In another 
tree-ring study, covering 152 years, the conclusion was that cycles could 
not be picked out very successfully. In a study of wheat yields represent- 
ing all the major wheat producing regions of the world it was concluded 
that chance presumably dominates fluctuations in yields from year to year 
in individual regions. 

Thus, changes in weather from year-to-year usually have been regarded 
as random fluctuations and scepticism is general as to the existence of 
periodic cycles in meteorological data. This does not imply that the ir- 
regular fluctuations are entirely accidental or fortuitous, but for purposes of 
prediction the pattern and sequence of weather phenomena takes on the 
character of a random statistical probability. The bunching of good and 
bad crop years which has appeared so pronounced in the Plains in the last 
20 or 30 years may be a random occurrence in the long range view of 
weather of the Plams. Uncertainty exists in respect to the weather for next 
year, for the next five years, or perhaps for the next 15 or 20 years but, on 
the basis of a priori judgment, a relatively accurate estimate may be made 
of the general level of weather conditions for the next 50 or 100 years. If 
this is the case, an empirical evaluation is possible in respect to this longer 
period of time; a statistical probability exists and the situation is insur- 
able. On the basis of these data, however, the actuarial losses which would 
be encountered by an insurer should be estimated only in respect to this 
longer period of time. 

For purposes of crop insurance, statistical probability cannot be deter- 
mined with respect to the individual farmer^s yield record in the Plains (1) 
because his yield record cannot be determined with the desirable degree of 
accuracy for an adequate period of time, and (2) because changes in a 
farmer’s methods, practices, type of farming, etc., may make the yield 
probabilities significantly different from the yields existing in the past. 
Therefore, the type of all-risk crop insurance which has been in operation in 
the United States is unadapted to the Great Plains in an actuarial sense. 
Statistical probability may be determined on two other bases in the 
Plains: (1) long-run yield records for a crop area — ^such as a county, part of 
a county, or several counties—and (2) long-run weather records for an area. 

In the case of area-yield insurance, a “normal” yield would be developed 
for each area. Premiums and indemnities would be based on yield probabil- 
ities for the area. A farmer in effect would insure a share of the crop in the 
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area and he would receive an indemnity whenever the area yield was below 
the level at which he had insured his ‘‘share.’* 

In the case of weather-crop insurance, the long-run normal precipitation, 
humidity, temperature, etc, would be determined for a locality or area. A 
farmer could insure for a certain percentage of normal weather; i.e,, he 
would receive an indemnity any tune the weather in terms of the phe- 
nomena selected for the formula was below the standard insured 

The relationship between problem, program, and research is a mutual 
one, as Horton and Barber have indicated Research should be directed 
with the purpose to determine how or in what forms stability devices may 
be developed. Two processes must be undertaken. One is to think through 
the contribution which any device or program may make and the other is 
to assemble the data to determine how it may be adapted. In the case of 
crop insurance, for example, we should have a clear-cut outline of the 
purpose of insurance and a carefully reasoned statement as to the various 
forms which the program might take. Then the degree of income stability 
and the contribution toward efficient use of resources which can be made 
through use of insurance would be determined through inspection of models 
representmg the various classes of situations. For this purpose we should 
obtain much greater detail than we now have on the internal construction 
of farm cases; especially on the individual yield patterns of farms within 
selected communities. 

Likewise in the case of storage — the functions which storage may per- 
form in the Great Plains should be identified and the type of program out- 
lined which could best serve these functions. To what extent should storage 
be used toward stabilization of feed supplies and what types of storage 
facilities and instruments are best adapted? If our progress in attempting 
to answer questions such as these is disappointing, it may be because we 
have not thought of storage as a device which may be peculiarly adaptable 
to the livestock economy of the Plains and as a program which must be 
related to the yield variability of the Plains if the major function is to be 
performed. 

The crucial question in this type of research is the concept the researcher 
has of the problem and the adaptation of the programs. The same set of 
basic data may be made to serve more than one purpose For instance, the 
idea of expanding the feeding of wheat is currently imder investigation in 
the Plains region. A pertinent question may be . In addition to data on costs 
and returns, how stable will be the farmer’s supply of wheat? The answer 
to this is dependent both on the yield variability as well as on the storage 
program followed. The same data on yield variability may be basic to 
wheat feeding, storage, and crop insurance. Also yield data by farms over 
a period of years combined with information on prices and costs should be 
useful in determining what kind of credit policy a lender should follow. 

Li this type of yield uncertainty, without such stabihty devices the in- 
dividual farmer finds it difficult if not impossible to budget inputs or to 
arrange the capital structure in a manner which will both maximize his 
net returns and carry him through a period of low income years. He is 
forced to compromise between the maximum gain and the TniTiiTruiTn loss 
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and precise answers cannot be made to important questions of farm 
organization — involving diversification, feeding, storage, size of unit, type 
of farm, etc. Devices or programs designed to counteract some of the pro- 
duction uncertainty should allow greater precision in plans for farm 
organization and management. Consequently, much greater progress 
should be made in research fields dealing with farm organization and 
management in the Plains if programs counteracting some of the produc- 
tion uncertainty were successfully adapted. 

The programs and the types of research are interrelated. The challenge 
involves (1) a type of research directed toward the development of pro- 
grams which can contribute both to income stability and to the efficiency 
of resource utilization, and (2) a type of research directed toward the 
adaptation of farm imits to the environment and to the types of programs 
which may be developed. 


DISCUSSION 

Glen L* Johnson 
University of Kentucky 

In. my opinion, three kinds of research require more emphasis than given 
to them in the Horton-Barber paper. The first of these is the need to furthes 
develop the theory of dynamic farm firms. A certain air of indefinitenesr 
was present in the Horton-Barber paper about how to proceed in studying 
the roles of physical and financial flexibility and diversification. This 
indefiniteness indicates a need, on the part of our profession, for a more 
adequate theory of the firm. The need also showed up in Professor 
Schickele’s paper where the theory available to him was only moderately 
productive of aids to the family farm. We might further localize this need 
by stating that a more adequate theory of the decision-making process is 
required. 

Some exploration on my part convinces me that a combination of the 
statistical theory of sequential analysis with the theory used by Professor 
Schickele would yield realistic concepts of windfall profits, windfall losses, 
and more realistic concepts of returns to management, risk and uncertainty. 
Also, such a combination promises help in understanding the role of physi- 
cal and financial flexibility in the making of decisions in noncertain situa- 
tions. Such an understanding might suggest new managerial principles for 
use by firms facing high yield risks. 

There are other possible lines of investigation which might improve 
the existing theory of the dynamic firm. For instance. Professor Schickele 
placed heavy emphasis on uncertainty concerning the length of runs of 
dry and wet years. Perhaps, the statistical techniques for handling prob- 
abilities of lengths of runs could be combined with the present theory of 
the dynamic firm to yield useful results. Might not such a combination 
help us understand the actions of a Plains farmer who says, “We*ve had IS 
years of good weather in a row — ^I’m going to get ready for some dry 
years”? 
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It seems that most fonnal statistical techniques have informal counter- 
parts in the decision-making processes of entrepreneurs. Currently, a rapid 
rate of progress in the field of statistical theory is offering us an unusual 
opportunity to work new techniques of statistical analysis into the theory 
of entrepreneurial decision-making. 

Until we have a theory which adequately handles the thought processes 
of entrepreneurs, our understanding of our five to six million farm firms 
will remain poor. And, it will be especially poor for firms in high risk areas. 
Our current lack of understanding reduces the efiSciency of our research — 
our empirical research gropes, only partially guided, and we are unable to 
predict the results of proposed public policies and institutional changes. 

Our difiScuIty in predicting area wide results of public policies reminds us 
again that we have practically no theory for combining the effects of risk 
and uncertainty on the actions of individual firms into area wide effects. 
Both papers presented here today suffer from our profession’s mability to 
supply a conceptual framework for going from the micro to the macro 
aspects of our dynamic economy. This is the second kind of research which 
requires more emphasis. 

I turn now to a consideration of the third kind of needed research into 
the consequences of using alternative forms of farm production units more 
extensively. One reason for carefully appraising other kinds of production 
units as alternative ideals for the Great Plains is the fact that bad weather 
often adversely affects the welfare of famihes closely tied to the production 
unit. Professor Schickele has emphasized that the mcome level required for 
the family standard of living is part of the ^‘critical limit of survival” for 
family-type farms. The question raised here is far from new — by implica- 
tion, the universal appropriateness of the family farm was questioned in a 
report entitled, ^*The Place of the Family Farm in Our Land Tenure Sys- 
tem.” This report was prepared by Committee I of the Farm Tenure Con- 
ference held at Chicago in 1946. It would be appropriate for our profession 
to carry out an apprmsal of the social and private implications of using 
other types of production units more extensively in high risk areas. For ex- 
ample, what would be the social and private consequences of large-scale 
corporation farming in areas of high wheat yield risks as compared with 
family farming? Another question might inquire as to the private and social 
consequences of more businesses which include both farm and nonfarm 
branches? Still another question could ask might not human suffering be 
less, human happiness greater and public costs lower if certain high risk 
areas were entered once each year for planting and again for harvesting in 
the years which produce worthwhile crops? These are examples of ques- 
tions which might be profitably studied before finally settling on the family 
form as the ideal production unit for high risk areas. 



THE IMPORTANCE OF IRRIGATION IN THE 
ECONOMY OF THE WEST 


H E. SS£iB7 
Bureau of {he Census^ 

I SHALL discuss the importance of irrigation in the economy of 
the West from two approaches: first, the extent of irrigation 
and some of its characteristics in relation to the economy; second, 
ways in which irrigation is of economic importance to certain 
groups of people* 

By **the West^* I shall refer to the 11 Western States, the states 
in which irrigation is of greatest importance. These states comprise 
more than a third of the land area of the country, and contain about 
85 percent of the irrigated land. 

The most recent statistics on irrigation for the West as a whole 
are somewhat old. In the 1945 Census of Agriculture, data were 
obtained on the number of irrigated farms and on the acreage 
irrigated,® For characteristics of irrigated land and data on irriga- 
tion enterprises, it is necessary to go back to the 1940 Censuses of 
Agriculture and Irrigation. Until we take the Seventeenth Decen- 
nial Census next year, however, these statistics will be all that we 
have except for areas where special studies have been made, 

I 

About one-half of the half-million farms in the West are irrigated 
in whole or in part. More than half the income of farmers is from 
irrigated crops and from livestock and livestock products obtained 
from irrigated crops and pastures. 

According to the 1940 Census about 75 percent of the employed 
persons in all the extractive industries in the West — agriculture, 
forestry, fisheries, and mining — ^were employed in agriculture. 
Presumably about one-half of these, or 35 or 40 percent of the total 
employed in the extractive industries, were employed in irrigated 
farming. The proportion of workers in the nonextractive industries 
and occupations in the West who are supported indirectly by irri- 
gated farming, doubtless is less than the proportion of workers in 
the extractive industries who are directly employed in it. This is 

^ Responsibility for the opinions and conrinsions expressed is entirely the au- 
thor’s. 

* Farm Census Shows SuhstantiaL Increase in Irrigated Land, IT. S- Bureau of the 
Census* processed release, undated. 
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because some of the other industries — ^the Hollywood movie indus- 
try, for example — are geared to the entire national economy rather 
than to the economy of the West* It appears, however, that pos- 
sibly as much as a tHrd of the total population in the West depends 
on irrigated fanning for its livelihood, directly or indirectly. 

The irrigated area in the 11 Western States in 1944 was 17.3 
million acres. In the remainder of the country only 3.^ million acres 
were irrigated, of which more than a third were in Texas. 

Without irrigation, most of these 17 million acres would be bar- 
ren desert or low value grazing land. With irrigation, it ‘‘blossoms 
like the rose*^ and produces crops that had a farm value of over two 
billion dollars in 1947 according to estimates of the United States 
Department of Agriculture.® That was an average value of around 
$150 per acre of irrigated cropland harvested, more than double 
the United States average for nonirrigated cropland harvested. 

California has the largest irrigated area of any state, nearly five 
million acres in 1944, almost a fourth of the entire irrigated acreage 
in the country. Colorado is second, with ^.7 million acres; and 
Idaho third, with more than 2.0 million. 

In a study of the longterm outlook for western agriculture, 
Clawson and Calhoim of the Bureau of Agricultural Economics 
estimated that 72 percent of the cash farm income from crops and 
32 percent of the income from livestock and livestock products 
ori^nated from irrigated land in 1939, and that irrigation pro- 
duced 54 percent of the combined total income from crops and 
livestock.^ The more recent estimates of value of irrigated crops 
in 1947 by the United States Department of Agriculture are that 
70 percent of the value of all crops in the Pacific Coast States was 
obtained from irrigated land and 60 percent in the Mountain 
States.® 

Irrigation is responsible for the population of the West having 
more abundant, fresher, and lower priced supplies of fresh vege- 
tables and fruits. Without irrigation much of these products would 
have to be imported from other parts of the country. Without 
irrigation practically all dairying in the West would be devoted to 

* Irrigaiion Agricukure in the WesU U- S. Department of Agriculture, Miscel- 
laneous Publication No. 670, November 1948, page 3. 

^ Marion Clawson and Wendell Calhoun, Longterm Outlook for Western AgriouU 
iure. Bureau of Agricultural Economics, Berkeley, California, June 1946, processed, 
pp4 49-51 

* Op. cti , Irngation AgrtcuUure in ike West, page S. 
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market milk production and most other dairy products would have 
to be imported. 

Irrigation bears an important relation to the western livestock 
industry. More than two-thirds of the entire irrigated acreage is 
used for producing feed crops and pasture. Dair3dng is the principal 
type of livestock production on the irrigated lands, but a large part 
of the irrigated crops and pasture is used for beef cattle and sheep 
production. Nearly three-fourths of the total land area in the West 
is range land, used chiefly for grazing beef cattle and sheep. The 
West has always produced an important surplus of beef cattle and 
sheep to supply the needs of the rest of the country. For the past 
three decades, however, production of range livestock has been 
declining, as a result of declining productivity of the range.® In- 
creasing production of irrigated feed crops and pastures has offset 
this declining range production to a considerable extent. 

Irrigated feed production also makes possible the fattening and 
finishing of more beef cattle and sheep in the West to supply the 
expanding western markets. In the early days most of the range 
cattle and sheep were shipped east to the combelt for feeding. As 
the population of the West increases, more feeding is needed in the 
West, which would be impossible without the feed crops produced 
by irrigation. 

The net result of new irrigation development is chiefly more beef 
cattle and sheep production than would have occurred without the 
irrigation development. This probably sounds like heresy to some 
persons, because most new irrigation development is based on 
anticipated production of fruit, vegetables and other cash crops, 
and dairying. The point is, that there is already a large acreage of 
irrigated land in the West now used for feed crops that is suitable 
for producing fruits, vegetables, and other cash crops, and that can 
and will be used for such crops as rapidly as the market warrants. 
Also, whenever the western market for dairy products warrants, 
use of irrigated feed crops and pasture can and will be shifted from 
beef cattle and sheep feeding to dairying. With new irrigation 
development, needed increase in production of the more intensive 
commodities may occur in the new area instead of in some area 
where it otherwise would have occurred, or production in the new 

• H. E. Selby and Donald T Griffith, Livestock Production tn Relation to Land 
Use and Irrigation in ike Eleven Western Statest BA..E. Berkeley, Calif , March 1946, 
processed, p* S« 
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area may even displace production in an older area. But the net 
result of the new irrigation development is largely more beef cattle 
and sheep produced in the West than would have been produced 
without it. 

It should be noted, however, that the result of new irrigation 
development in a local area may be less, rather than more, livestock 
feed in that particular area. The reason for this is that the addi- 
tional water supply may make it more profitable to raise sugar 
beets, beans, or other cash crops on land that was used to produce 
hay when the water supply was less adequate. Such displacement 
of feed production by cash crops in a certain area, however, tends 
to postpone similar displacement that otherwise would occur in 
some other area. 

A most important aspect of irrigation is its stabilizing effect not 
only in the agricultural economy, but in the entire economy of the 
West, Irrigated farming is much less subject to hazards of weather 
than nonirrigated farming. Widespread drouth and resultant failure 
of nonirrigated crops is therefore not so great a hazard to the total 
economy as it would be if there were no irrigation. By diversifying 
farm production irrigation makes the region less subject to business 
depression. 

Irrigation is only one phase of the control and use of water re- 
sources in the West. Other important phases are flood control and 
use for hydroelectric power, navigation, domestic water, and rec- 
reation. Most of the larger irrigation developments are multiple- 
purpose projects, combining irrigation and one or more of the other 
purposes of water control and development. In many of these 
projects no single purpose would justify the development, but by 
combining the several benefits the project becomes feasible. Thus 
irrigation is a factor in obtaining more complete utilization of water 
resources, and this in turn makes possible more complete utilization 
of other resources. 

But now, although irrigation provides the means by which a 
considerable proportion of the population in the West makes its 
living, does that mean that those people are any better off as a 
consequence of irrigation? Perhaps they could make just as good 
as or better livings elsewhere. Who benefits from irrigation? Is 
anyone worse off as a consequence of irrigation? This brings me to 
the second part of my discussion, on ways in which irrigation is of 
economic importance to certain groups of people. 
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I shall discuss very briefly some of the ways in which it seems to 
me that irrigation is of importance to six groups of people, and then 
comment on its significance to the general public. 

1. Settlers on irrigation projects. 

Brobably most people think of the settlers on irrigation projects 
as the principal beneficiaries of irrigation. In most cases, however, 
the amount the settler has to pay for his farm, or for his farm and 
irrigation construction cost combined, is as much or more than its 
full economic value for farming. Usually he pays about as much as 
he would have to pay for a nonirrigated farm of comparable pro- 
ductive capacity. Even on Federal projects subsidized by interest- 
free money, it is questionable whether the settler gets much benefit 
from the subsidy, for he is required to pay “all the traffic will bear.” 
A statement sometimes heard in the West is that it takes three 
crops of settlers to make an irrigation project succeed, and that has 
been almost the case on some projects. 

A fundamental principle of Federal Reclamation policy however, 
ever since the passage of the original Reclamation Act in 190^, has 
been to provide family size farms for settlers. The policy also is to 
give preference to families who have no other means of earning a 
livelihood, or who have been compelled to abandon other farms 
through no fault of their own. Doubtless these policies have pro- 
vided opportunities for farm ownership to many settlers whose only 
alternatives for employment were as farm tenants or laborers. 
Many other irrigation farmers have developed their own irrigation 
facilities through individual or cooperative effort and thus have 
provided themselves with successful farms and homes, and some- 
times they have obtained substantial financial returns. Certainly 
the early Mormon pioneers in the West owed their settlement 
possibilities to irrigation. But whether most settlers, on all irri- 
gated lands, have been provided better opportunities by irrigation 
than they could have found elsewhere, is at least questionable. 

®. Owners of land when it becomes irrigated. 

For this group of people the result of irrigation development 
varies from large financial gains to large losses. When land is irri- 
gated it enhances considerably in value as a result of its increased 
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productivity. In some cases, the enhancement in land value con- 
siderably exceeds the cost of the development, and represents a 
substantial financial gain to the landowner. In other cases, the cost 
of irrigation development exceeds the enhancement in value, and 
the landowners may lose money, or may default on their payment 
of the irrigation cost and thus pass on part of the loss to the financ- 
ers of the development. 

With government development of irrigation one of the problems 
is to prevent speculative increase in the value of the land to be 
irrigated from absorbing the ability of the land to pay for the irri- 
gation development. By means of antispeculation laws and regula- 
tions, owners of land to be irrigated can be restricted reasonably 
well from selling the land for more than its appraised value without 
irrigation. But the ability of the land to pay for the irrigation 
development often gets capitalized into land value through farm 
mortgage borrowing. The settlers are able to incur so much mort- 
gage debt that it becomes impossible for them to keep up both their 
mortgage and their irrigation payments. "When that situation be- 
comes general throughout a project, it is usually the irrigation pay- 
ments that are compromised, even though they may be the prior 
lien on the land, because public opinion would be too unfavorable 
toward mass foreclosure of the lands for the irrigation payments. 

S. Inve^rs in irngation devehpmerU, 

In some cases the owners of land to be irrigated are able to 
finance the cost of the irrigation development themselves, but more 
often borrowed capital is required. Many individual investors have 
lost money on unsound irrigation development. Many bonds of 
irrigation enterprises have sold for a few cents on the dollar, or have 
become worthless. In a recent study made by the Bureau of 
Agricultural Economics and the Soil Conservation Service, but not 
yet published, of about 50 selected irrigation enterprises through- 
out the West, it was found that the financers of more than a third 
of the enterprises had lost substantial proportions of their invested 
capital. 

The reason why irrigation enterprises fail financially is almost 
always that the cost of the development exceeds the value of the 
increased productivity of the land; that the ability of the land to 
pay for the development is capitalized into land value before the 
cost is paid; or, in most cases, a combination of these circumstances. 
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Financial failure often is ascribed to poor land or to an insufficient 
water supply. The fundamental cause, however, is the cost of the 
development relative to the benefits. Relatively poor land can pay 
for irrigation, and practically any kind of water supply warrants 
development, if the development cost is low enough. 

Financial failure seldom results in abandonment or discon- 
tinuance of an irrigation enteiprise. Whatever amount the settlers 
can pay is better than nothing for the creditors. The settlers on the 
project usually can pay as much or more than could be reahzed by 
dispossessing them and getting new settlers. After the financers of 
the enterprise take their loss and reduce the debt down to the 
ability of the settlers to pay, the project becomes a “successful” 
one. 

4. People in industries and occupations that serve irrigatei farming. 

This group is comprised of the people who transport, market and 
manufacture the products of irrigated farming and those who 
supply goods and services to the people engaged in irrigated farm- 
ing. Irrigation development creates opportunities for employment 
in the vicinity of the development. It creates need for various 
specialized occupations such as irrigation en^neers, builders of 
irrigation works, manufacturers of irrigation equipment, water 
right lawyers, public officials who supervise use of water, and even 
for college professors who teach irrigation, and agricultural econo- 
mists who study the economic problems of irrigation. 

Where the development is in an entirely new area, entirely new 
opportunities in the service occupations are created. If the area is 
partly developed and settled at the time of the new irrigation 
development, increased volume of business is provided for service 
occupations already there. The person already engaged in the 
service occupations may or may not benefit from the increased 
business. If only one railroad serves the area, it is rather sure to 
receive an increase in its volume of business. But in some lines of 
business the new development may attract so many competitors to 
the area that the volume of business available to the existing firms 
decreases. 

5. Ovmers of land in milages and towns in irrigated areas. 

The need for service industries and occupations in connection 
with irrigation development causes the villages and towns in the 
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area to grow and the land to increase in value for both business and 
residential purposes. As a part of the planning for the Bureau of 
Beclamaiion’s Central Valley Project in California a study was 
made of relationships over a period of years between the assessed 
value of farm real estate and that of nonfarm real estate. The study 
covered the Central Valley and also the Imperial Valley, both pre- 
dominantly irrigated farming areas. In both areas it was found that 
for a given amount of increase in the total value of farm real estate, 
an increase of about 25 percent as much occxnred in the total value 
of nonfarm real estate.^ 

In a few cases a nominal tax has been assessed on nonfarm 
land in an irrigated area to help pay the cost of the irrigation 
development. On the whole, though, the owners of such land have 
received such enhancement in value as a gift. It is quite probable 
that their gains from increment in land value, in the aggregate, 
have been greater than the gains from increment in value of the 
irrigated land over and above the costs of the irrigation develop- 
ment. It is no wonder that chambers of commerce promote irriga- 
tion development in their vicinities. 

6. People who would have hem better off vMhmt irrigation. 

As the population of the country increases, more food is needed. 
Irrigation development increases the acreage of land suitable for 
crop production. This is one way of getting an increased supply of 
food, but is by no means the only way. The acreage of land suitable 
for crop production also can be increased by land clearing, drainage, 
and soil conservation measures; the production of food on presently 
available cropland can be increased by more intensive farming; 
and additional food can be imported. If any particular irrigation 
development had not occurred, most of the increase in food supply 
that it provides would have been obtained through development of 
additional land by other means, or else by more intensive produc- 
tion on existing land. Instead of the opportunities for emplo 3 nnent 
provided by irrigation development, opportunities for employment 
would have been provided by the increased food production else- 
where. 

Increases in value of farm land, in volume of business of service 

^ Cl. my article Indited Benefits from Irrigation Developrnent^ Journal of Land 
and Public Utility Economics, February 1944, p. 50. 
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industiries, and in value of land in villages and towns, more or less 
comparable to those that occurred in the irrigated area, would have 
occurred elsewhere. More or less comparable financial gains to those 
realized from the irrigation development would have accrued to 
different persons, who were prevented from receiving them by the 
irrigation development. 

Without the irrigation development, the inareased farm produc- 
tion and its corollary economic effects might occur in some other 
part of the country, some other part of the West, some other part 
of the same state, or even in the same county; or it might occur as 
a very slight increase diffused throughout many farming areas. If 
there were no irrigation in the West, the nonirrigated farm land 
in the West Coast valleys certainly would be at a premium for 
production of fruits, vegetables, and market milk to supply western 
markets, and its value would be much higher than it is. 

The history of most irrigated areas shows a rather constant 
increase in intensity of farming — ^more fruits, vegetables, and other 
cash crops, or more dairying. This is the result of expanding market 
demand for these commodities. As more of these higher value com- 
modities are produced, the value of the land increases, because 
intensity of farming, or value of crops per acre, is the most impor- 
tant determinant of value of irrigated land.* New development of 
irrigated land may prevent or postpone opportunity for present 
irrigation farmers to grow more profitable crops and benefit by 
resultant increase in value of their land. 

Increasing farm production by means of new irrigation in periods 
of surplus crop production increases the quantity of surplus produc- 
tion, and that furthur depresses farm prices. Even though the crops 
produced on the new land are not those in surplus supply, they 
tend to prevent possibilities of diverting land in other areas from 
use for surplus crops to use for nonsurplus crops. Particularly in 
times of surplus production, therefore, farmers in other parts of the 
country look askance at government development of irrigation in 
the West. There is considerable time lag, however, between the 
construction of most irrigation projects and the bringing of the land 
into production. If irrigation construction could be maxiinized in 
periods of depression and minimized in periods of prosperity, it not 
only would bolster employment in the depression periods but also 

• Cf. my Article Fcxtort Aff^ing Value of Land and Water in Irrigated Areaa^ 
Journal of Land and Public Utility Economics, Aug. 1945, p. S53. 
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would tend to bring in the additional production during the follow- 
ing periods of prosperity when it is needed. 

Lastly, we come to consideration of the general public and ways 
in which irrigation in the West is of economic importance to it. The 
Federal government is spending a few million dollars a year to 
subsidize irrigation development through the device of interest- 
free money. What does the general public get for that espenditure? 

As population increases, if additional fann land is not developed 
the additional food that is needed can be obtained by more inten- 
sive farming of present farm land. To obtain the additional pro- 
duction in this way, higher prices for food are necessary to cover 
the additional inputs of labor, machinery, and fertilizer. The higher 
prices will apply not only to the additional production, but to the 
total production of food. But if the additional production of food 
is obtained by development of additional land, and if the develop- 
ment cost is not too great, the increased production may be 
obtained at the same costs as present production. 

Preventing only a very slight increase in food prices could very 
easily justify the expenditure of many millions of dollars by the 
general public for irrigation development. So far as I know, no way 
has been devised for measuring the relationship between irrigation 
development and food prices. If my theory is valid that the net 
result of new irrigation development is chiefly production of beef 
cattle and sheep, a method of evaluating subsidy of irrigation in 
terms of prevented lise in cost of food perhaps lies in the relation- 
ships of supply and demand to prices of beef cattle and sheep. 

Obtaining increased food production by means of irrigation 
development rather than by more intensive production on existing 
farm land has the important additional advantage that it increases 
the total area of cropland and thus adds to the natural resources 
of the country. This advantage also is difficult to evaluate — ^in time 
of war the additional resource may be invaluable. 
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T he development of irrigation is a part of the history of agri- 
culture. Modem irrigation in the United States began slightly 
more than 100 years ago — ^nearly two decades before enactment of 
the first homestead law. It was an adjustment to the arid condi- 
tions of the West in the face of urgent need for food for an increas- 
ing population and winter feeds for expanding livestock indus- 
tries. 

As with other lines of agricultural development^ early irrigation 
was undertaken without benefit of direct Federal aid. Many small 
irrigation systems were built by individuals or by small partner- 
ships, Conditions in many places, however, required action by 
larger groups so settlers organized into cooperative or mutual 
water-ditch companies for constructing and operating irrigation 
systems. Understandings regarding *Vater rights” for irrigation 
purposes became established by usage and over a period of years 
gradually became formalized into law by statutory enactments and 
court decisions. Early irrigation associations often based on in- 
formal agreements have also been formalized under various state 
laws into mutual or cooperative irrigation companies, associations, 
or irrigation districts. 

Projects that required simple low-cost construction were sou^t. 
The better, more easily developed lands near dependable and 
readily accessible water supplies were selected for development. As 
the more favorable sites were occupied, project development be- 
came increasingly more difficult and costly. Storage dams, pumping 
plants, and long canals over difficult terrain increased the cost of 
later irrigation developments. To assist in financing and operating 
such irrigation projects, all of the 17 western states have passed 
irrigation district laws. These differ in detail but irrigation districts 
set up under state law generally are public or quasi-public corpora- 
tions ha\Tng authority to levy assessments against all lands within 
their boundaries that benefit from district facilities. These districts 
have proved very useful, particularly in taking over and operating 
systems built by the Federal Government. However, they have not 

* The writer acknowledge with thanks many helpful suggestions received from 
members of the staff of the Bureau of Reclamation in Washington, D. C„ and Boise, 
Idaho. 
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commanded financial resources sufficient to construct the more 
costly projects, A few states, cities, and commercial companies 
have assisted in irrigation development, but these give little 
promise of major future contributions except that receipts from 
water furnished to cities and industries from multiple purpose 
projects may contribute substantially to payment of construction 
costs of some projects. 

As the nineteenth century drew to a close it became apparent 
that Federal funds were needed to finance irrigation development 
if reasonably full utilization of western water resources was to be 
achieved. As early as 1888, funds were appropriated for the purpose 
of investigating tibe extent to which arid regions could be redeemed 
by irrigation. Two years later an Act provided that patents issued 
for lands west of the one-hundredth meridian contain right-of-»way 
reservations for ditches or canals constructed by authority of the 
United States. In 1902 the Federal Government, by passage of the 
Reclamation Act, entered the field of direct promotion of irrigation. 
There were then around eight million acres of land under irriga- 
tion. By 1945 Federal and private developments had increased 
this to approximately 19J million acres. In 1945 Federal works 
were capable of furnishing water to more than 5,000,000 acres. 
Slightly over 2,437,000 acres could be furnished a full supply of 
water from Federal facilities; 521,000 could be furnished a supple- 
mental supply of storage water; and 2,055,000 could be furnished 
a full or supplemental supply under special contracts. At present, 
roughly one third of the irrigated acreage is served by individual 
and partnership enterprises and a third by mutual or cooperative 
companies. Some 76 percent of the irrigated land in the 17 western 
states is served by works constructed by private interests, and 13 
I)ercent from works constructed by the Federal Government. The 
remaining 11 percent is served by both Federal and private works,^ 

From 1945 to 1948 acreage served by the Federal projects in- 
creased approximately nine percent. Future development of large 
irrigation projects is likely to be mainly in the hands of the Federal 
Government, although significant acreages may yet be brought 
under irrigation by individual enterprises through pumping from 
farm wells or neighboring streams and ponds and by construction of 
small farm reservoirs. 

^ Irriffoium Agricidittre in the West, U.S.D A. Misc. Publication No. 670 . 
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*WIien the Bedamation Act was passed in 1902, it apparently 
was expected that with modest financial assistance from the 
Federal Government, reclamation would pay its own way. Accord- 
ing to a Fact Finders Committee, appointed by Secretary of the 
Interior Hubert Work in 1923 to make a comprehensive review and 
appraisal of the first two decades of Federal reclamation experi- 
ence, it was initially contemplated that money used by the Rec- 
lamation Service for reclaiming arid and semi-arid lands by ir- 
rigation should not be raised by taxation. Construction funds were 
to be derived from the sale of public lands in the states to be 
benefited, to which were added later such moneys as are derived 
from royalties from oil and potash lands,® Receipts from extractive 
resource-depleting industries were thus to provide funds for the 
construction of relatively permanent continuous-income-producing 
irrigation works. It was intended that this fund should not be lost 
but should be held in trust as a revolving fund, and reinvested in 
the reclamation of arid land as fast as paid back. 

The Reclamation Fund, however, proved to be inadequate. Net 
construction cost of projects subject to repayment, as of June 30, 
1923 abeady was, in round numbers, $143,000,000. This large con- 
struction program had exhausted the Reclamation Fund and made 
necessary a loan of $20,000,000 to keep the work moving. Such 
loans also proved inadequate. Direct appropriations have provided 
most of the construction funds of the Bureau of Reclamation. 
Total accretions to the Reclamation Fund, as of June 30, 1948 
were approximately $250,000,000, whereas total allotments and ap- 
propriations for reclamation piirposes had reached a total of around 
$1,580,000,000.* Appropriations for construction purposes to the 
Bureau of Reclamation for fiscal 1949 were around $240,000,000. 
A Bureau of Reclamation program calls for expenditures of 
$3,891,900,000 during the 7-year period beginning with fiscal 
1948.^ 

With respect to repayment of irrigation costs Congress has 
steadfastly maintained its original position that costs assigned to 
irrigation works, including investigation and engineering, should 
be repaid to the United States, It has, however, liberalized its re- 

* Senate Dociment No. S2, 68th Confess, 1st Session. 

* Annual report of the Seaetary of me Interior, 1048. 

*The Bedamation Program, 1048-54, U. S. Dept, of Interior, Bureau of 
Bedamation. 
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pasment requirements, and increased its legislative safeguards to 
sound development in several important respects. Terms of pay- 
ment have become more and more lenient, the sources from which 
payment can be drawn have been broadened, more thorough in- 
vestigations have been stipulated, the advantages of multiple 
purpose projects have been recognijied and the allocation of joint 
costs to their several purposes has been authorized. 

With regard to payments, the Act of 1902 authorized the Secre- 
tary of the Interior to determine the charges per acre of land with a 
view to returning to the reclamation fund, in not to exceed 10 
annual installments and without interest, the estimated cost of 
constructing the project.^ 

Before many years, however, a considerable number of projects 
had failed to meet the schedule of construction charges set up under 
the 1902 Act. In 1914 all accrued charges were placed in the con- 
struction fund and a new start was made under a 20-year repay- 
ment plan.® Extension of the repayment period helped, but did not 
solve the delinquency problem. A few years after the close of World 
War I many contracts were again seriously in arrears. Congress 
then provided that all construction charges should be payable in 
annual installments based on the productive power of the land. 
The period of payment under this plan was indefinite but originally 
it was expected to run not more than 40 years. Determination of 
gross value of crops led to disputes and administrative difficulties, 
and provision for such contracts was repealed in 1926, but twenty 
of the irrigation districts which entered into this type of contract 
with the United States were still paying on this basis in 1947. The 
Act of 1926 authorized the Secretary of the Interior, upon request 
of individual waterusers or districts,’ to amend any existing water- 
right contract so as to increase the period for repayment of con- 
struction charges not to exceed 40 years from the date of the first 
payment under the original contract and also to make new con- 
tracts with up to 40-year repayment periods.® The 40-year repay- 

® The Reclamation Act, Section 4. 

« Reclamation Extension Act, Section 2. 

’ Contracts for payment of irrigation construction charges during the early 
period were made with individual land owners and homesteaders Such contracts 
are still in force on a few projects, but by the Act of May 15, 1922, contracts with 
regularly organi^d imgation districts were authorized. Smee then contracts with 
organized irrigation districts rather than with individual landowners have become 
the general practice. 

^ Sections 45 and 46 Omnibus Adjustment Act, 1926. 
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ment period is still in force but repayment has been modified in 
other ways which in effect lengthen the repayment period. 

The Reclamation Act of 1939 provides for a development period 
of not to exceed 10 years before the begmning of the 40-year repay- 
ment period, thus extending the period of interest-free money to 50 
years.^ Moratoria granted under special acts during depressions 
have increased the average contract life by approximately 10 
years, according to a recent report by the Bureau of Reclamation.^® 

The Reclamation Act of 1939 also permits construction costs to 
be separated into two parts; (1) those incurred to provide facilities 
for furnishing the water supply — ^the main dams, reservoirs, pump- 
ing plants and carriage canals; and (£) those incurred for the water 
distribution system — ^secondary canals and laterals. Costs of the 
distribution system are to be paid for under the regular 40-year 
plan after a development period of not more than 10 years. With 
regard to water supply features, the Act authorizes water rental 
contracts with charges suflScient to cover annual operation and 
maintenance costs of the water supply works, plus a payment on 
construction costs to be determined by the Secretary of the In- 
terior. These contracts may be short or long, but they may not 
exceed 40 years. At the expiration date new contracts presumably 
would be negotiated. Water users or irrigation districts estabhsh 
no definite water rights under water rental contracts, whereas under 
repayment contracts permanent water rights are established. 

Long repayment periods have been criticized on the grounds that 
they prevent farmers from accumulating equities in their farms. If 
construction payments drained off the total surplus above current 
operating and living expenses, this would be true. The Government, 
however, has demonstrated neither the ability nor the desire to do 
this. In determining the watemsers’ ability to pay imder re- 

• Section 7(b) Reclamation Project Act, 1939. 

How Redamation Pays^ U. S. Dept of Interior, Bur, of Reclamation, 1947. 
This publication reports that at the end of 1946 the repayment periods for 66 
projects or major divisions of projects involving 177 contracts were distributed as 
follows. 


Number of projects 
or major divisions 

Repayment period 
(Years) 

15 

26-39 

S6 

40-49 

12 

50-64 

6 

65-79 

4 

80-99 

3 

100-150 
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negotiated contracts, a reasonable return on investment, including 
normal land values, is included in current operating expenses. Tbis 
provides a source of savings or capital accumulations for the owner- 
operator. It is not uncommon for land values to be maintained on 
projects which are in arrears on the payment of construction 
charges. Delinquency on water charges, therefore, is by no means 
conclusive proof of financial distress on the part of the water- 
users. 

Delinquencies on construction charges are not large. The total 
due to June 30, 1948, was $84,659,231.71, of which only $2,369,- 
020.66 (three percent) was unpaid. Delinquencies are kept rela- 
tively low, in part, through renegotiation of contracts with projects 
which are in arrears. Amendatory contracts are being made for 
projects which now have substantial uncollected items. One aspect 
of present negotiations is the reduction of annual installments 
through extension of the repayment period without reduction in 
the total obligation to be paid.^^ The usual reason ^ven for default 
in payment is that the annual charges are in excess of the district’s 
ability to pay. However, in some cases, there probably is an ap- 
preciable element of unwillingness as well as inability to pay. Un- 
desirable features of contracts also may have contributed to 
delinquency- Virtually all of the earlier contracts provided for fixed 
annual payments without regard to fluctuation in economic condi- 
tions or to changes in the waterusers’ ability to pay. Some projects 
were assessed on substantially more acres than were irrigated, 
others were authorized under 40-year repayment law with the 
informal understanding that the ability to repay in 40 years should 
be thoroughly reviewed before construction payments started. 

Contracts are now renegotiated on the basis of detailed investiga- 
tions by the Bureau of Reclamation regarding the district’s ability 
to pay both operation and maintenance costs and construction 
charges under expected future average conditions. These contracts 
usually contain some formulae for adjusting the annual installment 

An exception is a recent contract on tke Tucnmcari project which writes off 
construction charges in excess of the estimated amount that can be collected over a 
40-year period. Congz^ also has written off all the construction (barges for five 
mall reclamation projects (approximately $3,325,000). Four of these were started 
in the early years in advance of adequate investigations and under pressure. Some- 
what more rim $14,000,000 has been written off other projects primarily because 
of reclassification of land and the suspension of the poorer lands from paying status. 
Although some adjustments stemmed from the depression of the thirties which also 
caused substantial adjustments in other kinds of agricultural debts. 
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on eonstructioii charges in accordance with changes which may oc- 
cur in fanners’ doflar income and in the purchasing power of this 
income. Increased attention also has been given to the effect of 
differences in soils, topography, climate, markets, and other factors 
on the waterusers’ ability to pay construction charges. Some recent 
contracts, such as those with Ihe Columbia Basin Districts, allow 
for full recognition of these factors. These contracts specify differ- 
ential construction payments. During the 10-year development 
period, water rental charges in Columbia Basin are to be graduated 
in accordance with the estimated productivity of various grades of 
land to produce net income under average management. 

The desirability of adequate investigation prior to construction 
of projects was emphasized by the Pact Finders who stated that 
“success can come to future Federal Reclamation ventures only if 
projects are authorized upon a thoroughly scientific consideration 
of the probable power of the project to enable the fanner to repay 
construction costs and to win a living from irrigated lands. Com- 
munity and political demand to secure projects,” they said, “should 
be considered only after full knowledge of the feasibility of a pro- 
posed project has been secured.” 

Congress, in 1924, declared that no new project or new division 
of a project shall be approved for construction until detailed in- 
formation is secured concerning the water supply, the engineering 
features, the cost of construction, land prices, and the probable 
cost of development, and until a finding is made in writing that it is 
feasible, that it is adaptable for actual settlement and farm homes, 
and that it will probably return the cost thereof to the United 
States.^® 

A showing of feasibility and of probable return of costs to the 
United States had become increasingly more difficult: (1) because 
new developments have had to turn to more difficult and costly 
projects as the lower cost and more advantageously located sites 
became utilized; (2) because great and disproportionate increases 
in construction and development costs have occurred; (S) because 
thorough investigation itself costs something but especially because 
such investigations by close examination often disclose additional 
obstacles to be overcome which involve increased costs. Detailed 
land classification, for example, usually eliminates some land which 
would be classed as irrigable in a reconnaissance survey. 

“ Subsection B. Section 4, Second Defidency Act, 19S4 (Fact Bindeia* Act). 
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In supporting their recommendations for sound policies and full 
investigation before approval of projects, the Fact Finders noted 
that in many cases the cost of works built by the Government was 
more than $100 per acre* They quoted the testimony of the Chief 
Engineer of the Bureau of Reclamation to the effect that he knew 
of no new project where water could be provided at less than $100 
an acre. They also observed, as has often been done since, that 
^‘construction costs are in almost every instance larger, in some 
cases several times larger, than original estimates*” 

On the Columbia Basin Project the present estimated construc- 
tion cost of irrigation works, including irrigation's share of the 
Grand Coulee Dam and reservoir is approximately $410 per acre of 
irrigable land.^® Very preliminary estimates for the Missouri River 
Basin Project indicate an average cost of around $400 per acre for 
the project as a whole* Cost varies widely among units of the 
project. For California’s Central Valley, approximately $253,000,- 
000 of construction costs are allocated to irrigation. The project, 
as presently authorized, will provide a full water supply to 542,000 
acres and a supplemental supply to 510,000 acres. Assuming supple- 
mental water supply at half of the full supply, this would be 
equivalent to a full water supply for approximately 800,000 acres 
at a cost of around $300 x)er acre. 

Water users generally are reluctant to obligate themselves to 
repay such high costs even though payment is over long periods 
and without interest. Often it would not be to their economic ad- 
vantage. Ways of relieving watemsers from the full burden of con- 
struction costs have been sought in various directions. Four states — 
Colorado, New Mexico, Nebraska and North Dakota — ^have 
legislation providing for organization of Conservancy Districts 
authorized to levy and collect property taxes. Levies are made in 
proportion to the estimated benefits accruing to the property from 
irrigation developments. The most fruitful means of lowering 
waterusers’ obligations thus far devised, however, is to use power 
revenues to help pay for irrigation works. 

The law requires rates for Federal power to be at least sufficient 
to cover current operating expenses, plus not less than three per- 
cent annual interest on the unretired investment in power facil- 
ities, plus such fixed charges as the Secretary of the Interior deems 

u assumption that 1,029,000 acres will eventually be brought under 

irrigation, and exclusive of umgation’s portion of $191,000,000 tmallocatra costa. 
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proper. It is the poKcy of the Department to set these jSxed charges 
so that power construction costs will be returned in not less than 50 
years. The interest component on the power construction costs is 
applied to help retire the cost of irrigation works on a number of 
projects. If prospective rates and sales of power are such that 
revenues will be more than sufBcient to pay operating costs and 
interest, and to retire construction costs in 50 years, the surplus 
revenue from power may be applied to repayment of irrigation 
costs. 

On the Columbia Basin Project, for example, it is estimated that 
at two mills per kilowatt hour, power revenues will result in large 
surplus revenues that are to be used to retire irrigation construction 
costs. The $4fl0 irrigation cost per acre is expected to be retired 
roughly as follows: interest component on construction costs, SO 
percent; surplus power revenue, 60 percent; and water users, SO 
percent. The portion of irrigation construction cost which is to be 
repaid by water users on the Central Valley Project is around SS 
percent — on the Missouri Eiver Basin Project around SS, 

The use of power revenues to retire part of the irrigation con- 
struction costs has been authorized only for individual projects 
which have both power and irrigation features. These include some 
very large projects. There are, however, potential irrigation proj- 
ects on which no opportunities for surplus revenue-producing 
power facilities occur. The Columbia River Basin Project report 
states that many irrigation projects awaiting development in the 
Basin have no opportunities for power production directly as- 
sociated with them Without the assistance of power revenues the 
report finds that these irrigation projects cannot pay the reim- 
bursable costs. By contrast, however, potential main-stem power 
development will have repayment capacities far above their reim- 
bursable costs. The report argues for authorization to pool surplus 
power revenues to help pay irrigation costs on any irrigation 
project or feature where needed in the entire Columbia River 
Valley. This authority would appreciably increase the number of 
irrigation projects which could meet feasibility and repayment re- 
quirements because large power revenues would be available to 
cover high-cost irrigation works. 

Substantial aid to findings of feasibility and repayment of re- 
imbursable costs has been achieved by Congressional broadening of 
nonreimbursable benefits from multiple purpose projects. Present 
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national jMDlicy is to require that construction costs allocated to 
irrigation* municipal, and industrial water and to power be repaid, 
whereas costs allocated to flood control, navigation, and fish and 
wildlife conservation are not. By national policy these latter items 
are recognized as ‘‘public benefits*’ and therefore are nonreimburs- 
able, although a fully satisfactory explanation as to why benefits 
from keeping excess water off a river bottom farm are public bene- 
fits and therefore wholly nonreimbursable, whereas the benefits 
from taking surplus water to an arid bench farm are private bene- 
fits and therefore wholly reimbursable, has never been brought to 
my attention. 

Bills are now before Congress which, if passed, will recognize 
additional purposes as nonreimbursable items under multiple- 
purpose projects. These include salinity control, sediment control, 
recreation, improvement of public transportation, and promotion 
of national defense. It is proposed that these measures be adopted 
not only to improve the feasibility and repayment prospects of 
projects not yet authorized, but also to reduce the repayment 
burden on water users and power revenues on projects abeady 
built or now under construction. 

That the water user is not the sole recipient of benefits from 
irrigation development is receiving ever wider recognition. Persons 
engaged in servicing, processing, merchandising, transportation 
industries, and other pursuits within the immediate area and also in 
other parts of the country frequently are directly benefited. Various 
indirect benefits are nation-wide. Methods by which dbect pay- 
ments on irrigation costs might be obtained from beneficiaries 
other than water users have been sought without great success. 
Conservancy districts have helped to a limited extent. Power users 
may contribute indirectly if the use of power revenues to pay ir- 
rigation construction costs results in higher power rates than 
otherwise would have been charged. Present efforts to spread costs 
widely and thus lighten the allocation to irrigation are in the 
direction of placing a larger portion of costs in nonreimbursable 
categories. The legislative trend appears to be heading in the 
direction: (1) of using power revenues to repay costs of irrigation 
works; (2) reducing construction costs allocated to irrigation or 
placing them in the nonreimbursable class and (S) of finding irriga- 
tion feasible if there is reasonable assurance that farmers on the 
least productive brigable lands will be able to pay average operat- 
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ing and maintenance expenses, once the irrigation works are 
constructed. 

How much Federal subsidy should go into the building of ir- 
rigation works? A sound appraisal of this problem becomes in- 
creasingly urgent with mounting construction cost per acre of ir- 
rigable land as more difficult projects are imdertaken, with rela- 
tively lower net benefits per acre as irrigation is extended to less 
promising localities, and with reduction in the proportion of the 
cost to be repfud by watenisers. The insistence of local pressure 
groups for project construction increases as payment allocations to 
local groups diminish. 

The question of how much public investment should go into ir- 
rigation works does not lend itself to a direct or simple answer. Its 
answer is related to those of numerous other questions concerning 
national policy. How much of the national income should be spent 
by the Federal Government^ How much of this should be used for 
the conservation and development of resources? How do prospec- 
tive returns or contributions to national well-being from invest- 
ment in irrigation works compare with those from investment in 
other lines — ^in development of metals, ores and minerals, in power 
facilities, roads, research, education, health, and wildlife con- 
servation? Public and private benefits flow from all of these pro- 
grams. All may be proper functions of Government, but all cannot 
be supported to the degree their more ardent advocates desire. 

There is need for a well-rounded forward-looking national pro- 
gram of resource development and conservation. Construction and 
development of each part of this program should be geared to im- 
mediate and long-time national needs, to Government fiscal policy, 
and to general economic conditions. Contributions of each to the 
national welfare should be evaluated in terms of broad economic 
and social objectives. Irrigation development in my opinion, should 
have an important role in such a program. 



ACREAGE LIMITATION IN FEDERAL IRRIGATION 
PROJECTS WITH PARTICULAR REFERENCE TO 
THE CENTRAL VALLEY PROJECT 
OF CALIFORNIA 

VaKDEN PuiiLBE 
University of Cahfomia 

F or the past several years the acreage limitation feature of 
federal reclamation law has been in controversy in the Central 
Valley Project of California. The issue arises primarily because this 
project deals with privately-owned lands, a good portion of which 
is already developed under irrigation and is in large ownerships 
and large operating farms. The project is needed to supplement 
presently inadequate water supplies and to integrate the uses of 
the water resources of the entire Central Valley Basin, No acreage 
limitation was contained in the state legislation of 1933 which 
originally authorized the project. But the state did not build the 
project; rather, the assistance of the federal government was 
sought and in 1935 it was authorized as a federal project subject to 
reclamation law. Since the people of the state had had little 
previous experience with federal reclamation, they had little reason 
to be well acquainted with reclamation law. Only in 1943 and 1944, 
when construction was well advanced, did landowners become 
generally aware of the acreage limitation. In the first several years 
following the initiation of the project, the Bureau of Reclamation, 
although it clearly should have done so, made no attempt to 
contract its prospective water supplies nor forthrightly and 
officially to inform the people of California that all provisions of 
federal reclamation law were applicable. 

Much of the discussion as to the applicability and merits of the 
acreage limitation within the state and in Congress has been highly 
controversial. Prominent persons and organizations are lined up 
on one side or the other,^ Unfortunately, the controversial at- 
mosphere has obscured some all-important and fundamental prob- 
lems and has delayed study and consideration of them. Inevitably, 
both proponents and opponents of the acreage limitation have 
had to assume extreme positions. It may perhaps truthfully be said 
that the acreage limitation as it now stands has neither the virtues 

^ Por an excellent discussion of the pohtical issues and the positions of parties 
in respect to them, see Taylor, Paul S. , “Central Valley Project: Water and Land,** 
The Western Fobiical Quarterly. University of Utah, voL 2, no. 2, June 1049, 
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that its supporters ascribe to it, nor the diabolical attributes that 
its foes ascribe to it. 

Purjposea of Acreage Limitation 

The quarter section (160 acres) has long been a prominent feature 
in American land policy. Under the Pre-emption Act of 1841, an 
applicant could file a claim within the limit of 160 acres if he were 
the head of a family, or a man over twenty-one years, or a widow, 
but such applicant had to swear that he had no more than S20 
acres of other land. Under the Homestead Act of 1862, any single 
person over twenty-one years, or any person who was the head of 
a family could acquire title to 160 acres of public land provided he 
met the residence and improvement requirements. These basic 
160-acre limitation features were carried forward into the Reclama- 
tion Act of 1902, with the additional power conferred upon the 
Secretary of the Interior to adjust the limit in an ownership that 
would be eligible to receive federal irrigation water between the 
maximum of 160 acres and a minimum of 40 acres. Such a limit 
was to ‘‘represent the acreage which, in the opinion of the Secre- 
tary, may be reasonably required for the support of a family upon 
the lands in question ...” (Sec. 4 of the Act of 1902). Thus, it 
appears that the framers of reclamation law intended not only to 
carry forward the maximum ownership concepts of the Pre-emption 
and Homestead acts but also to introduce further limitations to 
reflect differential productivities of land and the value of federally 
developed irrigation water — these considerations being further 
equated to the income needs of a family. 

In irrigation law and philosophy, the acreage limitation has been 
expected to serve the dual and mutually consistent purposes of 
being a formula for the broad distribution of publicly financed 
benefits and an instrument of achieving family-owned and operated 
farms. It has been and continues to be expected that the ownership 
unit and the farm operational unit are one and the same thing, and 
that the owner will be the operator of his unit and no other. But 
apart from the determining of income needs and the unit to meet 
them, there are several problems here: one is in the aggregation of 
individuals that may constitute the family; another lies in the 
question of whether the owner will work his land or lease it to 
another; still others lie in the disposal of privately-owned lands in 
excess of the eligible acreage. 
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The basic reclamation statute is now almost a half century old. 
It has been amended and supplemented at least a dozen times in 
general legislation and additionally in legislation specific to indi- 
vidual projects. The vast detail of 47 years of legislative, ad- 
ministrative, and judicial experience incorporating the adaptations 
and concessions made in particular projects contains both affirma- 
tion of and divergence from apparent original legislative intent. 
Although acreage limitation as a general proposition has remained 
intact, many details as to its application have been changed both 
legislatively and administratively. As a result, the sort of farm unit 
now eligible to receive federal irrigation water differs materially 
from the unit as originally contemplated. 

In summarizing the characteristics of the eligible irrigation unit 
as they were first conceived and in comparison with the provisions 
and administrative interpretations of current law, the contrasts 
are as follows: 

Ovmershi'p Unit: Originally, as imder the Pre-emption and 
Homestead acts, it was essentially a family concept with the 
rights resting in the head of the family or in a person over twenty- 
one years ha\dng the prospect of becoming the head of a family or 
a spouse of the head; the individual had to be a real person. Now 
the ownership unit is any person, without regard to family status, 
male or female, of any age, real or corporate. 

Acreage Eligibility per Ownership Unit: Originally, based upon 
determination of the Secretary of the Interior of the amount of 
land needed to meet the income needs of the family, the acreage 
per ownership unit was set between 40 acres and 160 acres. Now, 
eli^bility is 160 acres for any individual ownership, without re- 
gard to the productivity of the land or the income needs of the 
ownership unit. 

Occupancy and Operation: Originally, the individual holding the 
water right was required to occupy the irrigation unit and live 
thereon or within a fifty-mile radius. Now, there are no residence or 
occupancy conditions whatever. 

IhsposUion of Excess Land: In the early administration of the 
law, water was delivered only to units small enough in total to meet 
the eligibility requirements. This meant that if a holding was too 
large, the excess land had to be disposed of before water was sup- 
plied to the nonexcess. Now, any individual owner is entitled to 
water for 16D acres even though he may own 10,000 acres within a 
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project. Ftirthermoie, water may be received on the entirety of an 
ownership, irrespective of how big it is, for ten years provided 
the owner enters into a contract agreeing to dispose of the excess 
within or at the end of the ten-year period. 

With the changes that have occurred as to ownership, occupancy, 
and the disposal or nondisposal of excess land, it is quite apparent 
that the operating farm unit may difiPer very greatly from the 
irrigation eligibility unit. The operating unit may now include the 
irrigation acreage limit of each of any number of individuals holding 
fractional interests in co-tenancy plus excess lands either with or 
without project water plus any number of absentee ownerships 
that may be rented and brought into the operational unit. 

The maximum divergence between original objective and pos- 
sibilities under current reclamation law has not been manifest in 
other projects. Partly, this is for the reason that many of these 
projects were initiated under earlier law; partly, it is because sev- 
eral of them are covered by more restrictive le^slation specific to 
the project. But more important, most of the projects are located 
within areas where the scale and type of farming is more nearly 
in accordance with the characteristics of the traditional family farm 
than is the case for much of the prospective irrigation service area 
in Califomia. Here, the many large ownership and operating units 
already developed into intensively cultivated irrigation farms will 
quite obviously be subjected only to the min i mum accommodation 
to the acreage limitation that is required under the law. Re- 
ciprocally, therefore, the widest divergences from original intent 
will undoubtedly come to be seen in the application of the limita- 
tion in the Central Valley Project. 

Ap^icaiion of the Acreage Zimitation to the Central Valley Project 

The possibilities of setting up operational units much larger 
than the individual irrigation limit of 160 acres were described 
above. To what extent will owners and operators in the Central 
Valley area take advantage of these possibilities? This question 
obviously cannot be answered in advance but practices of the past 
should give some indication of the general characteristics of the 
situation that will come to prevail in the future. 

Practices established in the past are indicated by a survey made 
in 1945 by Edwin Wilson and Marion Clawson, then of the Bureau 
of Agricultural Economics, of the interrelationships between 
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oTOerships and operating units in the valley floor area of Madera, 
Tulare, and Kem counties,^ which is the principal prospective 
water service area. The data were derived from AAA records which 
relate to the year 1940. This survey covered a total of 10,436 farm 
operating units for which the corresponding number of ownership 
units was 1^,941, or an over-all ratio of Ij ownership tinits per 
oi)erating unit. On one half of the ownership units, ownership and 
operation were perfectly concurrent, i.e., the owner farmed his own 
unit, renting no land to or from others. Tenants operating the 
entirety of an ownership but owning or renting no other land ac- 
counted for another 10 percent of the ownership units. Thus, a 
total of 60 percent of all ownership units was also the operating 
unit. But these arrangements were heavily confined to the smaller 
ownerships and, therefore, accounted for only a small fraction of 
the total land in farms. 

With ownerships above 320 acres, the extent of identity between 
the ownership and the operating unit declines as size increases. 
From aroimd 640 acres and up, the evidence is that owners become 
more concerned with renting than with operation. 

Of all land in the operating units above 640 acres but less than 
5,120 acres, more than half is rented. From 640 acres to 1,280 
acres in operating farms, 57 percent is rented land; from 2,560 to 
5,120 acres, 66 percent is rented, but the very large operating units 
over 5,120 acres are based primarily on owned land.® 

The study included fifty-one farms which operated between 
2,560 and 5,120 acres, of which only ten were based upon a single 
ownership, twenty-six were operating from two to ten ownership 
units and fifteen were operating more than ten ownership units.^ 

If, in the future, the practices of the past as revealed by the 
study of Wilson and Clawson are continued, the operational unit 
receiving federal water may quite well be several times the in- 
dividual ownership limit. A community ownership of 320 acres, if 
added to by leasing land in the same ratio as now prevails for this 
size group, can be built into an average operatorship of approxi- 
mately 600 acres. A unit combining the individual ownerships of a 
man and wife and two children and adding the average ratio of 

* U. S. Bureau of Agricultural Econoinics. AgricuUural Land Owmrshvp and 
O’peration in the Southern San Joaquin Valley. Berkeley, 1945. 100 p. Processed. 

* Agricultural Land Ownership and Operation in the Southern San Joaquin VedLey^ 
op. cit.^ p, 71. 

* Ibid.r p. 72. 
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rented land applicable to this size group could be built into an 
average operatorsbip of approximately 1,500 acres. 

The practice of using rented land from several ownerships to 
build up large operating units is thus well established in this area. 
Beyond the possibility of combining ownerships, there are the 
additional opportunities of continuing to operate the excess acreage 
without project water or of operating the entire acreage for ten 
years with project water> received under a recordable contract. 
The combined effect of these possibilities of operating farms far in 
excess of the individual acreage eligibility cannot be forecast at 
this time. There seems to be no good reason why multiple leasing 
will not continue under federal irrigation, but the extent to which 
excess acreage will be kept in the operating unit, either with or 
without water, cannot at present be known. This is because only a 
small proportion of the total water supply is presently under con- 
tract and until all water is contracted, the project service areas will 
not be known, and until the project service areas are known, the 
amount of excess land cannot be known. Furthermore, whether the 
holders of excess land will w^ant to operate it without water or will 
sell without hairing established water right, or will apply for project 
water under the recordable contract are decisions they will prob- 
ably defer until the change in ground water levels and the assess- 
ment practices of the districts with respect to acreages not under 
service are known or can reasonably be forecast. 

Although there are factors yet undeterminable that will influence 
the effect that acreage limitation may have on the size of operating 
units, there is little prospect that operating units will be restricted 
to anything like the individual irrigation limit of 160 acres. Ap- 
parently, there will be considerable opportunity to maintain 
federally-irrigated operating units of from 320 to 1,000 acres 
without much difficulty. Adding to that such excess lands as may 
be permanently retained without project water further increases 
the operating unit. It seems most doubtful, therefore, that the 
acreage limitation as such will contribute significantly towards the 
expansion of family-size farm units in the Central Valley Project 
area. 

Condusions 

(1) Present law on acreage limitation — while being in broad 
terms the result of affirmation and reaffirmation, legislatively and 
administratively, of the initial act of 1902 — ^now diverges in details 
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of such importance as to impair the realization of the objectives 
origiiially hoped for. 

(S) At least in projects where private ownerships are large or 
other conditions are favorable to large-scale farming, the basic 
law cannot be expected to serve as a means of achieving family 
owned and operated farms. This does not mean, however, that 
supplemental legislation for specific projects prepared in advance 
of construction cannot be the means of realizing this objective. 

(3) As long as tax-supported federal irrigation activity involves 
subsidy and originates benefits that are privately realizable by only 
a very minor proportion of the population, some sort of formula 
for the equitable distribution of such benefits is clearly needed. 
Although the per-capita benefit that can be realized has un- 
questionably been greatly increased during the past forty-seven 
years of legislative and administrative experience, and eligibility 
has shifted from the little fellow to a per-capita basis, the acreage 
limitation still stands as a formula for the broad distribution of 
benefits. For the Central Valley Project, the diffusion of benefits 
will apparently be realized less in terms of expanded opportunities 
to own and operate farms than in terms of opportunity to acquire 
and retain land on a rentier basis. 

DISCUSSION 

George W. Babb 
University of Arizona 

Dr. Fuller’s paper comprises a good statement of the operation of land 
tenure under the acreage limitation clauses in the Reclamation Act of 190^ 
and as subsequently modified. The purpose of federal irrigation activity 
as given by Dr. Fuller is subject to question- He stated the **primary 
purpose” of this activity “is to create farm homes on which the owning 
family will live and work and earn an acceptable income.” This is a 
sociological objective. Back of the sociological objective and even more 
fundamental must be an economic objective: the creation of additional 
wealth-producing properties- Why should not consideration be given to an 
ownership or operation pattern that will bring most production or most 
wealth to America? Such a pattern would ensure earliest repayment. 

In another part of his paper Dr. Fuller states . that while federal 
irrigation law is now stripped entirely of the concepts of a family holding 
and an economic unit capable of providing a family income, the legislation 
for specific projects — may contain limitations incorporating both ideas.” 
The reader should note that the so-called minimum economic unit to which 
reference is made is “economic” only in the mind of a sociolo^st. A mini- 
mum economic unit more soimd from the standpoint of society comprises 
that sized farm which will keep the operator fully occupied, or in other words 
which will utilize the full physical and managei^ capacity of the operator. 
Incidentally, this latter minimum unit is the more readily determinable 
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and it is this unit wlidi is becoming larger as mechanization and specializa- 
tion develop. 

In his closing remarks I>r. Fuller implied that the acreage limitation 
throu^ its control on sales prices of excess land may reduce ‘^speculation 
based upon the unearned irrigation value movement.” It appears, however, 
that unless land Ls appraised and acquired by government before irrigation 
development is started, the original owners of the land, both large and 
small, will be the recipients of the largest unearned increment of value 
because of the enhancement of value before sale, 

Mr. Selby in his paper has challenged the importance of irrigation in the 
economy of the West. His most extreme statement minimizing the value of 
irrigation follows: ^‘the net result of additional irrigation development is 
chiedy more production of beef cattle and sheep than otherwise would 
oojur,” While it is conceded that irrigation development has made possible 
certain increase in the poundage and in the finishing of livestock produced 
in the West, to attempt to convert the net result of additional irrigation to 
pounds of beef and sheep is certainly a great simplification of the vast 
irrigation development that has occurred in the West. 

Actually, in the twenty years ending with the year 1940 during whidi 
irrigation expanded widely, sheep numbers by census count decreased six 
percent in the eleven western states and numbers of beef cattle deaeased 
15 percent. It is not logical to take a matter like irrigation development 
entirely out of its setting. Irrigation development must be considered as a 
part of the development of the West, Here a new empire has been created. 
The same initiative, energy and capital that built the cities of Los Angeles 
and Seattle, that built the San Francisco Bay bridges, that built Grand 
Coulee, Bonneville, and Hoover dams, that developed the copper mines of 
Arizona, the coal of Utah, the ferrous and gold mines of Colorado, also 
built the irrigation works, leveled the land, and made the desert blossom 
with something other than cacti. 

True, there might still be an America without Bonneville, without Los 
Angeles, without the Bay bridges, without the pleasure hi^ways of the 
West. America in 1949 could import its copper from Mexico and South 
America. It might get its fruits and vegetables from Central America. For 
the love of nature its people might travel the highways of France and 
Italy and Switzerland. Under such conditions the production and industries 
of the West would not be competing with the production and mdustries of 
the eastern states — but that America would not be the world-dominating 
America we know at the midpoint of this twentieth century. 

DISCUSSION 

EabiiL. Butz 
Purdue UniveraUff 

The typical Midwestern attitude toward the increasingly costly reclama- 
tion projects in the West can be, I think, summarized in a few words. The 
attitude is changing. Typically, the people of the Midwest and the East 
believe in the conservation and development of our national resources in- 
cluding water. However, they have been familiar only in a general way with 
the scope, benefits, and costs of western reclamation projects. Frankly, 
they have been rather apathetic toward the entire question of irrigation of 
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western lands. Moreover many of them have sort of had the feeling that 
many of the products of irrigated lands in the West were supplementary 
to the staple agricultural products of the Com Belt, such as out of season 
fruits and vegetables which move East in great volume. 

Two recent developments are changing the typical attitude of the Mid- 
west and the East toward further irrigation at federal e^ense. First the 
increasing federal tax burden paid by all of us, including Midwestern 
farmers, is causing many people to take a second look at large items of 
federal expenditure, especially where no direct benefits accrue to the person 
so aroused. The second development, which is upon us now, will really 
arouse a flood of protests in a year or so. Our farmers and our farm leaders, 
and a few college personnel also, will not welcome curtailment of output by 
government fiat in an area of natural production where water comes free, 
while at the same time they axe being taxed to expand output in unnatural 
and high cost areas. And these Midwestern fanners will be further aroused 
when they discover that the net effect of much of the new irrigation in the 
West will be to increase output of competitive products such as livestock 
and dairy, as Mr Selby pointed out m his paper. 

The Midwest, or any other section for that matter, has no quarrel with 
reclamation that pays a reasonable share of its way. After all, all sections 
of the country have had, and now have, considerable government enter- 
prise of this nature. This was a basic principle of the original Beclamation 
Act of 190^. However, when reclamation becomes an end in itself, on 
projects that are obviously marginal, to state it generously, from a cost 
analysis point of view, then we need a new look at Hie entire process. 

We have moved a long way from the subsidy provided in the Act of 
190^, namely that project costs were made repayable without interest 
charges, to the philosophy currently held by many proponents of reclama- 
tion that an irrigation project is feasible if there is reasonable assurance 
that water users will be able to pay atmual operating and maintenance ex- 
penses, with no charge for construction, as pointed out by Mr. Fuhriman. 

It is deplorable that we tend to allocate an ever increasing share of ir- 
rigation costs against such non-reimbursable items as flood control, recrea- 
tion, wild hfe and game development, and the like, in order to justify 
another irrigation construction project. This type of subterfuge is usually 
not in the long time public interest, if it results in imeconomical expendi- 
ture of public funds and an unnatural allocation of our production re- 
sources in agriculture. If we are going to curtail output of food and fiber 
in our natural and low cost producing areas, then we should not at the 
same time resort to a form of public deception in an unrealistic cost alloca- 
tion to justify huge federal expenditures in additional irrigation projects. 

Let's be realistic. If the nation faces an actual food shortage, then by all 
means let us pursue aggressive programs to reclaim new areas, even at 
considerable federal expense. But if we are going to act like we already 
have too much food (and that’s the way it looks now), then let us produce 
our needs as economically as possible, wherever we can. 

Let’s be consistent. Let’s not make reclamation an end in itself, partic- 
ularly in cases that are clearly marginal or submarginal, but let’s ms^e the 
agricultural part of our reclamation program subordinate to the overall 
food and agricultural policy of the nation. 



WESTERN RANGE LAND USE AND 
CONSERVATION PROBLEMS 

Mont H. Saitndebson 
? 7 , S, Forest Service 

S upposedly, now is a time wten conservationists are seeing 
“bogey znen*’ under beds and in dark closets. I’m not going 
to ask you to peer into such places with me, but I do want to draw 
a word picture of certain trends in the western range resources, to 
discuss the economic factors in those trends, and to relate those 
trends to some significant changes in the operation and manage- 
ment of western stock ranches. 

In the general picture, the western range is a declining resource. 
So definitely is this true that some parts of it can be written off, as 
having passed or as rapidly passing the point of feasible rehabilita- 
tion. This decline is evidenced at the one extreme by rapid and vio- 
lent erosional destruction of range land and soils; at the other 
extrenae by shifts in the native plant associations to a somewhat 
lower, though not necessarily less valuable, range plant ecology. 
In between these extremes we see some widespread displacements 
of native range plants by exotic range plants that are much less 
useful as range forage and as soil and moisture conservers. We see 
some significantly undesirable shifts in the native range plant life 
of some large range areas. 

Some deny these important changes and say that we have not 
any appreciable decline in the western range resources. Those who 
express this belief point to the long run uptrend in our western 
population of range and pasture animals, to the trend of increased 
calf and lamb crops and higher weights of market animals, to the 
higher number of animals marketed in ratio to the stock cattle and 
sheep population, and to the USDA index of range conditions. I 
refer here to the range conditions report of crop and livestock esti- 
mates in the Department, These reports give no indication of a long 
time trend. By their nature, they could not be expected to do so. 

Let’s examine, briefly, these “refutations” of statements and 
beliefs that there has been considerable and widespread loss in 
western range resources. 

Fifty years ago scarcely any of the beef cattle of the eleven 
western states could be classed as farm cattle. Now, more than half 
of them must be so classed. Atthetum of the century, crop feeds and 
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protein range supplements were little used in the winter mam- 
tenance of range cattle. Now, these feeds account for three or four 
months of the year’s feed and forage supply. Western range lands, 
excluding those lost to cultivation, now probably yield considerably 
less grazing than they did forty or fifty years ago. The increased use 
of crop feeds and the use of more efficient animals obscure this 
change in the resource, as far as livestock production effects are 
concerned. We must recognize, too, that for some types of range the 
livestock grazing use and the weights of the animals marketed may 
be well maintained for quite a period of years, while, at the same 
time, adverse changes occur in the soil-holding range plants and in 
the soils. 

Now, let’s have a look at some of the changes that have taken 
place out on the land in the decline of western range resources, and 
let’s see how these changes in the resources have caused consequent 
changes in the economy of the stock ranches, in presenting this 
picture, let’s use a concept of natural geographic regions of the 
West. These re^ons coincide, in a general way, with the main range 
forage types of the West. 

Range resources of the Northern Plains, east from the Northern 
Rocky Moimtains to the ninety-eighth meridian and south from 
Canada to the Platte River, are neither greatly changed nor much 
deteriorated, except for the “go back” lands that were once farmed. 
This is the only one of the main range types of the West that has 
not imdergone widespread change through use. The reason for this 
is, principally, a relationship between the ecology of this range type 
and the economics of its use that favors moderate grazing. Heavy 
use of this range changes it from an association of the mid-grasses 
and the short grasses to a pure short grass type. The short grasses 
are sod formers and good soil protectors. Under heavy use the short 
grasses often form a dense turf that yields only a small growth vol- 
ume of range forage, and that is seasonally unbalanced. The short 
grasses are the warm weather grasses, and the mid-grasses are the 
cool weather grasses that afford much of the spring and fall range 
growth. 

Thus, we see that overuse of the Northern Plains mixed prairie 
range type brings a qmck economic penalty, before the occurrence 
of any considerable range plant and soil losses. It doesn’t pay to 
overgraze this range, and that situation is usually definite and 
obvious. Too bad that we do not have this favorable relationship 
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is a good range phut ecology and good ranch production 
over> 2 Ucs for the other main range types of the West, but we do 
rapi* 

IjUnge land resources of the Central Plahas, from the Platte 
Noer to the southern limit of the high plains in northern Texas, 
In’have an ecologic and use relationship nearly comparable with 
hose of the Northern Plains* However, iie production possibilities 
aithe Central Plains for grain sorghums, dry land com, and winter 
bfaeat pasturage, have induced widespread adaptation of stock 
(Aching toward stock fanning* As a consequence, good mainte- 
nance of the native grassland is of less economic consequence for 
many of the stock growers. Native pastures are overused and the 
short grass sod furnishes some summer grazing that fits in fmrly 
well with crop feeds and pastures and serves as an “exercise 
ground” when the livestock must be out of the fields. However 
where the Central Plains range lands are used in ranches, the eco- 
nomics of their use is comparable with the Northern Plains. The 
favorable economics of moderate use is, however, somewhat less 
definite, since the cool weather mid-grasses are less important and 
the warm weather short grasses more important in the year*s range 
forage production* 

Southern Plains range lands have shifted rapidly during the past 
thirty or forty years from a grasslands appearance to a brushlands 
aspect, and from a predominance of cattle graring to a predomi- 
nance of sheep and goat graring. This shift to sheep and goats has 
been especially pronounced in the Texas Edwards Plateau; also in 
the Trans Pecos parts of Texas and New Mexico. The total cattle 
population of Texas did not decline very much during the period 
of this shift, but the center of Texas cattle population has shifted 
eastward, out of the range country. Texas sheep numbers nearly 
tripled between 19d0 and 1940, and this has been associated with 
the shift in the Southern Plains range type to brush, shrub and 
weed growth and a diminution of the perennial grasses. 

Probably this shift in range plant association and the consequent 
change in ranch economy have not materially lowered the income 
of the ranches, for the present. But, loss of the perennial grasses 
as soil protectors has greatly increased the soil erosion problems of 
Southern Plains range lands* 

Let’s turn next to the Rocky Mountain Region, which lies 
between the plateau country to the west and the Great Plains to 
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the east. Eange resources of this region consist mainly of th^ 
hill grasslands, of the bunchgrass cattle feed in the ponderosi^ 
zone of the mountains, and of the sub-alpine and alpine sheep i 
of the higher mountains. Most of these resources are in a d* 
trend of range plant ecology and soil conditions. For most of 
re^on, however, the consequence of this trend in the rmge reson 
does not yet show up in changed ranch economics. As the perem. 
bunchgrasses have diminished from overuse, the livestock prodi 
tion has been fairly well sustained on the browse feed and on t. 
annual grasses and weeds that are not good soil protectors. Sc 
erosion can, in this situation, reach an advanced stage before th 
livestock production and the ranch economics are material^ 
lowered. This is the situation that jeopardizes the watershed land- 
of much of the Rocky Moimtain Region, the headwaters of tht 
main streams of the West and the source of much of its water. 

We look next at the range resources of the Intermountain Region, 
the region westward from the Rocky Mountains to the Sierras and 
the Cascades, and northward from the Mogollon “rim.” Most 
important of the several range types of this region is the great sage- 
brush range type. It is greatly changed, and the economics of its 
use is changed accordingly. Once the sagebrush stands were open, 
with a good understory of the native perennial bunchgrasses. In 
its early use this range was, principally, cattle range. Much of it 
was good, season-long cattle range. Overuse for cattle grazing took 
out the bunchgrasses, the sagebrush stands thickened, and, through- 
out the eighty million or more acreas of this range type, there is 
now an amderstory of the Mediterranean brome grass commonly 
known as cheat grass. This cheatgrass grows early in the spring and 
drys to a “fire tinder” by June. This change has made this range a 
spring range instead of a season-long range. It can be used for range 
livestock production seasonally, in the spring and early summer 
when the cheatgrass is green, if such spring range can be fitted in 
with other seasonal ranges, meadow grazing and crop feeds to com- 
plete the year’s operation. The cheatgrass isn’t much good after it 
drys. Many a cattle ranch has, because of this change in the sage- 
brush lands, had to reduce cattle numbers drastically and depend 
much more upon summer grazing of the ranch hay meadows. 

In the more arid parts of this range type, such as southern 
Idaho and western Nevada, cheatgrass range fires are destroying 
the sagebrush, thus resulting in a pure cheatgrass stand. Cheatgrass 
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is a pCM>r soil protector on erodible slopes, especially when burned 
over. Competent range conservationists say that they foresee a 
rapid trend to true desert conditions for much of this land. 

Let’s look at California range resources and ranching next. 
Northeastern California range lands are similar to those of the 
Intermountain Region, so we will confine our attention to the range 
lands that rim the California central valley — ^the Sierra foothills 
and the hills of the coast mountain ranges. Two important changes 
have occurred in the range resource of what is now known as the 
California annual grass range type. This range resource was once 
an association of native perennial grasses and native annual grasses. 
Now it consists entirely of annual grasses, native and exotic — ^the 
native pereimial grasses now occur only in relic stands. In the upper 
or brush zone of this range type, range brush burning has caused 
accelerated soil erosion on much of the land in the brush zone. 

Growth and use of the California annual passes are highly sea- 
sonal, from November to June, or during the season of winter rains. 
Stocker cattle are imported in large numbers from nearby states to 
use this highly seasonal range graadng, and the breeding herd part 
of the ranch operation is maintained through the summer on the 
harsh, dry oat and brome grasses, with addition of a protein sup- 
plement to the range grazing. Perennial grasses, such as were once 
a part of this range type, would permit a larger breeding herd 
operation, with better summer grazing, and a decrease in the specu- 
lative purchase of stocker cattle to use the highly seasonal range 
forage of the annuals. 

In the southwestern region, south of the Mogollon rim and 
between the Colorado River and the Rio Grande, we see a startling 
contrast between the desert shrub lands and some spectacular 
semi-desert grasslands in southeastern Arizona and southwestern 
New Mexico. These grasslands have remained in reasonably good 
condition. 

We are told by competent ecologists, however, that the present 
southwestern desert shrub lands once had a grasslands aspect; that, 
before they were long overused they were in a period of soil forma- 
tion and ecolo^c uptrend. Now, we see the rapid eroding out of the 
flat alluvial valleys and drainageways of the streams. An illustra- 
tion of this is the rapid destruction of the lands of the Rio Puerco 
drainage, and the consequent high rate of sedimentation into 
Elephant Butte reservior. Some of the “desert” lands of this region 
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that once supported reasonably good yearlong cattle grazing now 
can be grazed only with stocker cattle in the occasional winter and 
spring season when favorable precipitation causes the desert annual 
plants to grow in volume- 

So much for our word picture of what is happening to western 
range resources and the consequent change in ranch economics. 

Perhaps considerable loss in the western range resources should 
not be viewed as of too much consequence, nationally. All of the 
beef cattle on both the farms and the ranches of the eleven western 
states account for probably not more than fifteen to twenty percent 
of the total U. S. beef production toimage. However, these states 
produce about a third of the feeder animals, nationally, that go into 
the feedlots. Probably the foreseeable loss in western beef produc- 
tion as a result of losses in range resources could be offset by some 
relatively minor changes in corn-belt agriculture. 

Continued losses in western range resources will, however, be of 
real consequence to western economy. Consequences would be a 
materially lowered income from livestock, and, much more impor- 
tant, some far-reaching adverse effects upon western water re- 
sources. I wish to say more about that later on. 

It seems probable that we are going to have the conditions for 
further and considerable loss in western range resources. Likely, 
we are going to have the profit incentive for carrsdng as high a 
number of beef animals as possible. Present prognostications re- 
garding the increase in the human population of the U. S. during 
the next twenty-five years indicate that we may have need for a 
beef cattle population one-fourth greater than our past all-time 
peak. Beef is made mostly from grass. Grain feed accounts for 
probably not more than fifteen percent of the total U, S. beef pro- 
duction toimage. Where will we find the increased range and pas- 
ture production for any such beef cattle production? Probably in 
part, by continued pressure on the western range resources. 

One of the currently live policy questions in the use and conserva- 
tion of western range resources is that of private versus public 
ownership, espedally for the lands in Federal public ownership. One 
viewpoint concerning this issue is that overuse and mismanage- 
ment of the resource are more likely to occur on lands in public 
ownership because of insecurity of tenure and lack of management 
control by the grazing users. This viewpoint argues for private 
ownership of all lands used for grazing, perhaps excepting the lands 
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of multiple uses and significant public interest, on the grounds that 
the profit incentives of entrepreneurship will best conserve the 
range forage and soil resources* Corollary with this view concerning 
private ownership, it is said that for the lands of high public interest 
that must remain in public ownership, adequate security of tenure 
for the grazing users will give the needed economic incentives for 
maintenance of the resource through private entrepreneurship. We 
note here, as a matter of information, that the present ownership 
of the range resources of the eleven western states is approximately 
two-thirds private and one-third public. This is in terms of produc- 
tion rather than of acreage. 

It is my belief that, until rather recently, there has not been any 
significant relationship between the kind of ownership and the good 
use of western range resources. Some of the best conservation has 
been on privately owned lands; some large areas long in private 
ownership have been badly used — ^the Texas Trans-Pecos Dis- 
trict, for example. Until recently, numbers of livestock grazed on 
the public lands closely paralleled the trends of total western cattle 
and sheep numbers. Since 1940, however, the grasdng of cattle on 
the western national forests has been reduced during the period of 
uptrend in western cattle numbers. This is in contrast with the 
period of the first World War, when nearly a million additional head 
of cattle were admitted to the national forests for grazing as a “war 
emergency measure.” 

It seems probable that the most important causes of misuse and 
loss of western range resources are the economic influences and the 
lack of management ‘Tmow how.” Most important among the 
economic influences I would rate the considerable lag between 
ecologic and economic trends, for most of the main range types; the 
wide production swings of an arid region and the tendency to base 
financial structure on the favorable periods; the problems of land 
tenure in good management, especially for the private lands. 

Lack of management “know how” as a cause of loss in western 
range resources probably can’t be changed very rapidly. Mean- 
while, we foresee the probable economic basis for continued use 
pressure on the western range resources. What are the possible 
policy and program alternatives for better use and conservation of 
these resources? 

In thinking about these policy and program alternatives, let’s 
look first at the public lands. Principally, these lands are the 135 



m 


Mont H. Satjndebson 


million acres of the national forest land of the eleven western 
states, and the some 180 million acres of the lands remaining in the 
public domain when the Taylor Act was passed in 1034. Since then, 
some 140 million acres of these lands have, under this Act, been 
included in Federal grazing districts. 

National forests are, mainly, the western mountainous uplands. 
These lands are not all timbered: in fact, commercial timber re- 
source accounts for less than half of their area. Timber, brush, 
shrubs and grass cover most of the western national forests. About 
half of their area is used for the grazing of domestic livestock, 

Because of their watershed aspects, the western national forest 
lands are heavily fraught with public interest. These lands originate 
nearly three-fourths of the western water supplies available for agri- 
cultural, urban and industrial use in the arid West, Western moun- 
tainous uplands above 6,000 feet in elevation yield most of the 
water. Misuse of the upland watershed lands and consequent 
changes in vegetation and soils can greatly alter the hydrology of 
these lands. Surface runoff can be increased at the expense of the 
ground water storages, time of delivery of the runoff can be con- 
siderably changed, quality and useability of the water can be 
damaged by increased sedimentation. 

Grazing use of these lands should be such as will not interfere 
with good watershed use. It might be argued that, with long-term 
and secure tenure for the grazing user, profit incentives in the graz- 
ing use and the mcdntenance of good watershed conditions would be 
coincident. However, for most of the national forest grazing, the 
usual calculations of production economics do not favor the main- 
tenance of plant and soil conditions needed for good watershed 
management. Thus, we arrive at the conclusion that the grazing 
use of the western national forest lands must be constantly subject 
to review and revision by the administrative management agency, 
and that the grazing users must accept any changes needed for the 
watershed use and other uses of high public value. 

The question has been raised whether the upsurge of western 
deer and elk populations during the past four or five decades has 
contributed materially to the grazing overuse of western wild lands. 
In localized situations this appears to be true, but it isn’t very 
important in the general picture for the upland range resources. 
Deer and elk use many browse feeds not much used by the domestic 
livestock, and the deer eat browse in preference to grass. Much of 
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the upland summer range used by deer is too rou^ and inacces- 
sible for range use by domestic Kvestock. 

Somewhat in contrast with the national forests, nearly all of the 
lands of the public domain are used for the grazing of domestic 
livestock. These are lands of low grazing capacity — ^about six head 
of cattle per section or twenty-five head of sheep per section on a 
basis of yearlong grazing — and in the past they have been below 
the margin for investment in management facilities and payment 
of taxes by private ownership. Livestock prices and ranch earnings 
of recent years have lifted many of these lands, perhaps tempo- 
rarily, above the margin for private ownership. As a consequence, 
there has been a considerable demand for policy and legislative 
changes to permit ready purchase of these lands by grazing users. 

Some of these public lands have considerable value in wildlife and 
recreational uses. They are the winter and spring ranges for many 
of the western deer herds. These are not watershed lands in the 
sense of water producing lands, but some of them have become a 
subject of considerable public interest and concern as sources of 
sedimentation. As an illustration of this, it is estimated that the 
Rio Puerco drainage of the Rio Grande yields 60 percent of the sedi- 
ment and only 10 percent of the water entering the Elephant Butte 
reservoir. Competent conservationists state that the arid lands of 
the public domain have, because of their erosion and sedimentation 
condition and potential, become the most important problem lands 
of the West, and that their grazing use must rapidly be subordi- 
nated to the necessary rehabilitation and conservation measures 
that are going to require heavy public expenditures in the general 
public interest. 

For the conservation and good use of the 'pmately-owned range 
resources of the West, we need a good program of educational and 
extension work in range management. In the Northern and the 
Central Plains, esi)ecially, such work should be closely associated 
with extension work in livestock ranch production economics, for 
in these regions it is generally true that range conservation pays 
dividends, within the time of ordinary foresight and usual business 
calculation. For most of the other regions of the West, extension 
work in range management must be closely integrated with the 
work of the conservation action programs that can use public 
funds for resource conservation in the general public interest. For 
here often the ranch production economics results of range land 
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conservation seem remote and uncertain, due to inherent factors of 
ecologic and economic relationships, or because the conservation 
problems have, in our past exploitative rural economy, outrun the 
capacity of individual entrepreneurship for investment and wait- 
ing. 


DISCUSSION 

WzLLZAM N. Anderson 
Bureau of Land Management 

I must confess that Mr. Satmderson gave me quite a start when he said 
that our range resources have declined to the extent that some parts of 
them can be written off as having passed or as rapidly passing the point of 
feasible rehabilitation 

While the Bureau of Land Management has not yet written off any of 
its depleted areas as not feasible of rehabilitation, we are admittedly 
stumped for the present on what to do toward rehabilitation of much of 
our cheatgress invasion where recurrent burning so far has defied preven- 
tion, where repeated burning means continued decline, and where reseeding 
by present means is not practicable. We are also stumped on what to do 
about widespread gully erosion in areas where direct structural treatment 
is financially out of the question. 

These, however, appear to be problems of technique rather than cases 
where the range has deteriorated so far that it will not respond to treat- 
ment where treatment is feasible. For example, an area near Bliss, Idaho, 
was severely depleted for many years by heavy over-grazing and recurrent 
burning- Vegetative cover a few years ago dedined to a point where wind 
erosion took over and dune formation began. Despite this advanced state 
of depletion, reseeding treatment reclothed this area and controlled the 
erosion in two years* time. This experience indicates that proper manage- 
ment and rehabilitation efforts should succeed in preventing declines to 
**true desert” conditions in this areas as long as precipitation continues at 
present normals. 

Observations in grazing districts indicate that the rate of decline in the 
range resources has been at least slowed down, and in some areas the 
trend has been reversed. Nevertheless, still further large readjustments in 
livestock use must be made in order to entirely halt the decline. 

A brighter aspect is seen in many studies which have shown that net 
returns to livestock operators commonly increase when numbers of stock 
on over-used ranges are reduced to a point permitting forage recovery. 
Once an upward trend is established, numbers may be again gradually 
built up. By careful management the restored range can be made to safely 
carry even greater numbers than those under which it is now declining. 

Despite these favorable signs, 1 cannot subscribe to the view indicated 
by Dr. Vass that upward trends in western livestock populations demon- 
strate a continuing healthy condition of the range as a whole. The point is 
not dearly demonstrable from production analyses becaitse of the lack of 
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comparable statistics over a su^Bcient time period. Many changes hare 
taken place which make it impossible to arrive at conclusions as to the 
degree the range contributes to increased production. Much former range 
land now is in crop production; increased livestock populations are sup- 
ported by these crop lands; present western livestock populations include 
large numbers which do not use the range at all and others that use it but 
little; range cattle now are generally sold at much younger ages than 
formerly, etc. On the other hand, the ecological evidences of decline in 
such areas as the Edwards Plateau of Texas and the Central Valley foot- 
hills of California, noted by Mr. Saunderson, and the similar evidences 
seen in the continuing increase in sagebrush density throughout the inter- 
mountain area, are too frequent and extensive to be dismissed as isolated 
examples. 

As Mr. Saunderson has pointed out, the importance of this decline is not 
reflected in grazing values alone, but in all associated values. The erosion 
problem on the Rxo Puerco and its effect upon Elephant Butte Reservoir 
is but one of many examples which might be cited. Proper use of water- 
sheds is essential, whether to protect downstream values subject to damage 
by flood, sedimentation of water storage or to protect the water shed it- 
self from erosion* The additional importance attaching to proper range use 
for its effect upon ground water percolation is emphasized by current 
problems of lowered ground water tables in areas where pump imgation 
supplements surface waters to a large extent. The vast areas of public and 
private ranges doubtless contribute signihcantly to these ground waters, 
since they often absorb more precipitation than they shed* 

I cannot agree with Mr. Gunderson’s suggestion that ‘Trobably the 
foreseeable loss in western beef production as a result of losses in range 
resources could be offset by some relatively minor changes in Corn-belt 
agriculture,*’ and that this decline would be important only to the Western 
economy. Resource economists commonly point to greatly pyramided 
benefits to the general economy deriving from relatively minor increments 
to new wealth from primary production. Is it not reasonable to assume 
that a loss of basic productive capacity of similar scale would be equally 
pyramidal in its advert effect upon llie general economy? 1 do not feel 
that we can dismiss the western range economy as unimportant to the 
nation. Certainly we cannot dismiss as inconsequential the combined 
effects of direct range production losses and associated losses in irrigated 
agriculture, power development and other associated values. 

There can be no doubt that the natural human tendency— or perhaps I 
riiould say to this group the natural economic tendency— to overstock the 
investment-free, tax-free public ranges while protecting privately owned 
lands has accounted for much of the existing depletion on public ranges. It 
should be observed, however, that the reasons for this practice have been 
laigely removed under the permit system on National Eorcsts and on 
grazing district lands. Much of the formerly abused public range is now in 
individual or small-group allotments. The users have essenlially the same 
incentives for careful use as on owned lands. Even on unallotted, common- 
use ranges the unauthorized user has been virtually eliminated, so there is 
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no longer occasion for the dog-eat-dog tactics which prevailed in the days 
of the open range. 

With an assured tenure on grazing district range lands, the range user is 
expanding his natural interest in conservation to cover his whole set-up, 
including the public ranges. He realizes that his whole operation is no 
stronger than its weakest link. Hard-earned gains made on well-kept pri- 
vate lands are quickly lost on run-down public lands which supply the 
forage for his stock for a certain season. With well defined national con- 
servation policies governing the use of these ranges, it would appear that 
the greatest danger of overstocking in the future will be on privately 
owned ranges, where economic circumstances might compel the owner to 
over-use in an attempt to keep land investments liquid. 

There is no particular magic in either public ownership or private owner- 
ship — each seems to have found its place largely on the basis of the manage- 
ment and development needs and the productive capacity of the lands 
involved. The general lack of interest of present range users in buying the 
public lands, seems to indicate that the division between public and private 
ownership may become permanently stabilized at about present levels. 

DISCUSSION 

H. R. Hochmuth 

Bureau of AgriovltUTaL Bimiemce 

It is apparent that the problems of the range area are many. Some will 
say that overgrazing is the primary problem, others point to tenure, or 
dbnate, or government land ownen^ip as of greater importance. 

Although not specifically stated one gains the impression from Mr. 
Saundeison’s paper that there can be no great separation between ecological 
and economic trends. These two sciences always closely associated when 
applied to the management and use of the range resource are factors con- 
tributing to the wealth of conflicting viewpoints. The concomitant effects 
of economic and physical pressures on the ranching environment are not 
easily isolated. 

One can recall statements by conservationists that in general the range 
has trended downward in productivity since 1890, If that be true then the 
effects have been obscured by the insidious advance of breeding, irrigation 
development, and management. The producer has not been convinced of 
overall range deterioration. The calf and Iamb crops are higher than in the 
past and the livestock market weights by age class are superior to anything 
previously obt^ed. And so the chasm between producer and conserva- 
tionist widens. Actually it is a sodo-political-physical problem. 

if we could devise a means of indicating proper land use in terms com- 
mon to all factions, progress would be more rapid. The producers think 
more in terms of food and fiber production and income than in terms of 
overgrazing and plant indicators. To prove (to the producer) that over- 
grazing is present, conservationists should present significant differences in 
net production of meat between overgrazed and properly grazed ranges. 
And these differences should be ascribed solely to the forage production 
factor. The effects of feedstuffs, animal husbandry, and other non-forage 
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factors sliould be eliminated. At tbai xK>mt we could tben be on common 
ground and separate fact from fable. 

Mr, Saunderson has been pessimistic to the extent that we get a broad 
picture of range deterioration and poor land management. Everywhere 
there are examples of range lands that indicate good land use and manage- 
ment. It would be desirable to study these lands as examples of economic 
use of resources. The negative approach to good land use has not oc- 
casioned the desired objective. 

Where Mr. Saunderson feels that range deterioration is widespread. 
Dr. Vass finds no such indications for Wyoming. Dr. Vass is inclined to 
take the producer viewi>oint that it is uneconomic for the rancher to over- 
graze, therefore, in the long run, he cannot afford to do so. However, the 
statement that the Forest service ranges should respond in the same man- 
ner as do private lands seems erroneous. The private ranges of the west lie 
mostly at the base of or between mountain ranges. These ranges, of course, 
do not include the extensive short grass areas of the plains. For the most 
part the National Forest areas are highly seasonal ranges with rugged 
topography. In all aspects of use, management, multiple use, climate, and 
forage production they have no comparability with private range — unless 
that private range is intermingled. Particular management factors not ap- 
plicable elsewhere must be applied to the use and administration of 
National Forest ranges. 

Tenure may have a greater import on the problems of range economy 
than does overgrazing. Perhaps there is reason to wonder why in our sys- 
tem of free enterprise some public lands exist that do not differ in any 
important aspects from adjacent private lands. If the federal government 
wished to dispose of them by sale would the users buy them — ^would they 
return the tax cost over lengthy periods through climatic and economic 
depressions? 

It is a well established principle in public land areas that some of the 
value of public range forage is capitalized into private investment. This 
is due to at least two factors; (1) the scarcity of certain types of seasonal 
range, and (3) the economic rent from public lands which is capitalized 
into private holdings. This would indicate that perhaps grazing fees are 
less than the full rent from such land. Furthermore because our land taring 
system is less than perfect, private lands comparable as to site and use are 
taxed in like ratio. But private lands associated with public grazing privi- 
leges have economic advantages not available to lands lacking public graz- 
ing privileges. 

Calculation of the value of an animal unit month of forage is liable to 
misdirection if one computes only on a forage or TDN basis. If we had a 
perfect competitive system for obtaining forage from public lands then the 
question of proper allocation of economic rent between various land owner- 
ships would be academic. The Ricardian theory of distribution and law of 
rent has extensive limitations when applied to land in the public range 
states. It is difficult, to say the least, to calculate the residual return to 
land-— land that may have no alternative uses — ^when the return to that 
land is dependent ujx>n use of and return from other parcels of land, A 
grazing animal recognizes no tenure relationships. 



THE OBJECTIVES, EFFECTS AND COSTS OF 
FEED GRAIN STORAGE* 

CrBOFFEET ShEFHBBD 
Iowa S(aU College 

T he tJmted States Government has been conducting a feed 
grain storage program for nearly sixteen years — ever since the 
Commodity Credit Corporation was organized in October, 1933, 
Wc should be able now to appraise this program, and make recom- 
mendations for the future, in the light of specific experience as well 
as general economics. 

In order to appraise the program properly, we need to know first 
what objectives the program was set up to attain, and whether they 
were appropriate objectives. Then we can match performance 
against objectives, and benefits against costs. 

Objectives of Feed Qrain Storage 

The original objectives of the CCC storage program were set 
forth in a brief statement by Henry A. Wallace, then Secretary of 
Agriculture, in 1936. In his view, the chief puipose of the *‘ever- 
normal granary” was to stabilize supplies against variations in 
production due to good and bad weather.^ The first Annual Report 
of the CCC, published in 1940, took in more territory. It listed 
“three fundamental functions of the Corporation's loan program: 
Namely, to protect and increase farm prices, to stabilize farm 
prices, and to assure adequate supplies of farm products.” 

Were these valid objectives for a storage program? 

A storage ’program carCt raise long-Ume price levels. It is obvious 
that the first objective is not valid. A storage program clearly can- 
not “increase farm prices” over a period of years. What goes into 
storage must eventually come out; and when it comes out, it will 
depress prices about as much as it raised them when it went in 
(if the demand curve is a straight line on arithmetic paper). A 
program to reduce production, or to destroy some of the production, 
can raise the level of prices over a period of years, but a storage 
program cannot. 

A storage program shoiMnH stabilize prices against variations in 

Journal Paper No. J1684 of the Iowa Agricultupal Esperimenl Station, Project 

^ The Agncoltural ^tuation. Bureau of Agricultural Economics, U. S. Depart* 
ment of Agriculture, XX: 1, January 1, 1936. 
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demand. It is not an appropriate means for evening out the effects 
of variations in general demand. These variations in general de- 
mand, due to wars, depressions, booms, etc. do not last merely for 
a year at a time, to be followed by a new situation the next year, 
like variations in production. They may persist through most of a 
decade, like the depression of the 1930’s, or they may be veiy brief. 
It is diflBcult to forecast when they will come and how long they 
will last. Nobody can tell in advance, therefore, how much to store 
nor how long to store it. 

Furthermore, a storage program to stabilize prices against varia- 
tions in general demand would have bad effects on low income and 
unemployed groups during a depression. It would accentuate the 
paradox of want in the midst of plenty. The government would be 
withholding food and raising food prices, against the interests of 
its consumers, many of whom would not be getting enough to eat. 

A storage 'program however can stabilize prices against variations in 
supply. It can stabilize the farm prices of durable products against 
unpredictable variations in production due to weather. It can do 
this by putting the excess over average production into storage in 
big crop years, and taking it out in small crop years. That is the 
proper function of a storage program. 

The question is whether we need a storage program of this sort 
for feed grains. 

In order to answer this question, we need first to measure the 
variability of feed grain production, and then to show the effects 
of this variability on livestock production. This will provide a basis 
for measuring the effects of a feed grain storage program. Then we 
shall need to measure the costs of the storage program. The final 
step will be to compare the benefits with the costs. 

Variability of Feed Grain and Livestock Production 

The variability of the production of feed grains is shown sepa- 
rately by crops in Figure 1.* 

Com is by far the most important of the four crops shown. It 
makes up from 50 to 00 percent of the total feed concentrate supply. 
The greatest change in corn production from one year to the next 
took place from 1947 to 1949, when production increased 35 million 
tons — ^more than 1.5 billion bushels. The variations resulting from 
the drouth years of the lOSO^s were ahnost as great. ^Tfe*u^to-year 

<BA£Neg, 439Za-X, Ag. Outlook Charts 1949, p. 31. 
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changes in United States corn production during the past 30 years 
(1919-'1948) averaged 408 million bushels, or about 15 percent of 
the average production for the period (2,635 million bushels)/’* 

In one way, this quotation understates the variation, from a 
storage point of view, since corn production occasionally changes in 
the same direction for two or three consecutive years. The co- 
efficient of variation* about the trend over the period as a whole 
was 14.1 percent. This means that in a normal distribution, a band 
ranging from 14,1 percent above average production to 14.1 per- 
cent below average production — ^a total range of 28,2 percent — 
would include 68 percent of the series of corn crops. Also, a range 
from 14.1 X 0.67 9.5 percent above and below average production 
— a total range of 19 percent — ^would include 50 percent of the 
series of corn crops. 

The next most important crop, oats, appears to be less variable 
than corn. But this appearance is deceptive, resulting from the 
smaller average size of the oats crop. Proportionally, the coefficient 
of variation for oats — 16.1 percent — is greater than for corn. 

The full impact of the variation in feed grains production upon 
livestock production is cushioned to some extent by ofiPsetting varia- 
tions in the carryover from year-to-year, and by variations in 
imports. Figure 2* shows the feed concentrate supply (production 
plus carryover plus imports). The picture here is distorted a bit 
by the fact that government storage programs were in eflPect part 
of the time, reducing the variation in market supplies to some ex- 
tent. Yet the coefficient of variation over the period shown was 13.4 
percent, nearly as great as the figure for com production. 

The effects of this variation in feed concentrate supplies on total 
livestock numbers is shown by the dashed line in the upper part of 
Figure 2. Other factors also affected the numbers of livestock fed, 
for example, the war in the latter part of the period. But Figure 2 

* “The Feed Situation,” Bureau of Agricultural Economics, U. S. Department of 
Agriculture, December, 1S48, p. 11. 

*■ The coefficient of variation — ^the standard deviation divided by the mean— is 
used here, to enable direct comparisons to be made among the different series, index 
pendent of the units in which they are expressed. The deviations are measured from 
trends fitted by the method of orthognal polynomials. 

A curve of higher degree was used whenever its use brought a significant reduc- 
tion in the variance. Linear trends were used for feed concentrates, hogs on farms, 
total livestock, amd pork. Second degree polynomials were used for corn and oats. 
A third polynomial was used for total meat. 

This job was done by Joe Boyd at North Carolina State College. 

« BAE Neg. 46500A-X Ag. O.C. 1949, p, 34. 
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shows that the controlling factor was the total supplies of feed. No 
matter how high Evestocfc prices go, farmers cannot produce more 
livestock than their feed supplies will support. 

The numbers of livestock fed annually are shown separately by 
species in Figure 3.* The coefficient of variation for total livestock 
numbers was 6.7 percent. Hog numbers were the most variable of 
any species. Their coefficient of variation was 14,2 percent. 

Total meat production varied a little more than total livestock 
numbers, as shown in Figure 4.^ The coefficient of variation in this 
case was 8.6 percent. Pork production varied more than other 
meats; its coefficient of variation was 14.8 percent. Milk production 
was relatively stable. 

In sum, then: The variation in com and oats production (averag 
ing roughly from 10 percent above to 10 percent below average 
production) does not cause much variation in beef cattle produc- 
tion nor in milk production; but it does cause an equal variation 
(from 10 percent above to 10 percent below average production) 
in hog and pork production. 

Effects of Stabilizing Feed Grain Supplies 

The objective of a feed grain storage program should be to 
smooth out the variations in feeds production by storage opera- 
tions, and thus smooth out the variations in livestock production. 

This smoothing out would have two effects. It would affect the 
income of feed grain and hog producers, and it would affect the cost 
of producing hogs. 

The demand curve for com is a straight line on arithmetic 
'pscpev, with an average elasticity of about — D.65. Simple arith- 
metic shows that a storage program for com, in effect converting 
large and small crops to average crops, would increase growers* 
incomes between two and three percent. (Details omitted here.) 

Most of the com crop, of course, is fed to livestock, not sold as 
cash grain. The demand curve for hogs, which are the principal 
consumers of com, happens to have about the same elasticity and 
curvature as the demand for com. A com storage program that 
stabilized hog production would increase hog producers* incomes 
in the same way that it would increase com producers* incomes if 
they sold their com as cash grain. 

^BAENeg. 46824.x, Ag. 0,C. 1^49. n. 85. 

^ BAE Neg, 4S312.X, Ag. 0 C. 1949, p. 87. 
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A feed grain storage program would also affect hog prodtudion^ 
processing^ and distribution costs. Hog and pork production varies 
fully as much as corn production* Variations in production in- 
crease production and distribution costs. Equipment adequate to 
handle the peak load stands partly idle when production is low, 
and idle equipment increases per unit costs. 

A full quantitative study of how much the variations in hog 
production raise costs is a farm management and distribution 
problem beyond the space limits of this paper. But earlier studies 
indicate that stabilization, especially stabilization that was as- 
sured in advance, would reduce hog production costs perhaps two 
or three percent. It would also reduce the costs of distribution. 

Costs of a Feed drain Storage Program 

Com is by far the most important feed grain crop. Oats is the 
second. It is cheaper to store com on the cob than threshed oats. 
For these reasons, stabilizing corn supplies, with an allowance for 
oats too, would provide reasonably complete stabilization of total 
feed grain supplies at the lowest cost. 

Complete stabilization of the market supplies of com would 
hardly be practical. From 1870 to 1900, storage stocks of corn up to 
a billion bushels in size would have been large enough to stabilize 
com supplies. During the decade from 1900-10, however, seven 
large com crops occurred in succession, and the stabilization stocks 
would have increased to about two billion bushels. In the 19*0*s 
they would have grown larger yet, to nearly three billion bushels. 
Yet they still would not have been large enough to fill in the gap 
caused by the succession of four short crops from 1933-36 inclusive. 

Drouths as severe and close together as those of 1934r-36 have 
occurred only once in 80 years. It would be dubious wisdom to carry 
large stocks for *0 years or more in order to cope with drouths like 
these, especially since this would involve heroic extrapolation of 
stabilization base trends in a situation where everything else was 
unstable. Xf the years 1934-86 are excluded, stocks of a billion 
bushels would have been large enough to stabilize com supplies. 

An additional 100 million bushels of corn would take care of the 
variations in oats production. Feed wheat stabilization, a compara- 
tively small matter, probably should be conducted in the western 
wheat feeding areas, close to the livestock where the need for it is 
greatest. 
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An additional quantity of com should be stored to meet unfore- 
seen short-time increases in demand- For military preparedness, a 
billion bushels would not be too much- But that is a military mat- 
ter* Those stocks should be carried, if at all, on a military budget* 
We will stick to peacetime requirements here* For this purpose, a 
relatively small quantity— say two hundred million bushels — ^may 
be sufficient* 

These minimum reserve stocks might also come in handy for 
another purpose* The stabilization stocks should not be drawn 
down to zero, even in a very short crop year, for the next crop noiay 
be short too* This happened in 1935 and 1936, after the very short 
crop of 1934. This is such a rare case, however, that it would 
hardly justify carrying reserve supplies for that reason alone. 

The three items above add up to 1.3 billion bushels. Stocks 
amounting at their maximum to this figure would be large enou^ 
to do a reasonably good job of stabiUzing the supplies of feed 
grains. 

Study of Figure 1 shows that the distribution of corn crop sizes 
is asymmetrical. There is a tendency for several years of moderately 
good com crops to come consecutively, followed by one or two 
severely short crops. Stabilization stocks usually would build up 
over a period of several years and then be drawn down at one 
swoop. The stocks frequently would need to be carried for as long 
as five years at a time* Stocks would have accumulated like this for 
several years, and then have been used up in one year, over several 
five-year periods in the past — ^from 1919 to 1924; from 1925 to 
1930; from 1931 to 1936; and from 1942 to 1947. 

In the preceding sections, we estimated that quantities of com 
ranging from 200 million bushels minimum reserve up to 1,300 
million maximum — ^avera^g 750 — ^would need to be carried, 
sometimes for as much as five years at a time, and frequently for 
two or three years at a time. The average length of time would be 
perhaps three years. Thus com on the average would be carried for 
about three years, and dumped on the fourth. This would require 
carrying an average quantity of 750Xi=562 million bushels d 
com annually. 

Before World War II, the estimated cost of storing com on the 
farm was about half a cent per bushel per month, or six c^ntsp^ 
year* The CCC paid farmers five cents a year for several years, tfaeti 
seven cents. Now it is offering fanners 10 cents per budiel to res^ 
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their 1948 corn mitil July 81, 1949, a period of nearly two years. 
It pays seven cents per bushel for storing wheat. 

The CCC only offers to pay storage in certain years when it con- 
siders that conditions warrant it. Perhaps the CCC will do this 
about half the time. This would make the cost to the CCC equiva- 
lent to five cents per year. 

Large bins like those that the CCC is putting up this year cost 
from 17 to ^9 cents per bushel erected. They should be good for 15 
years, with only modest maintenance costs. Thus the annual cost 
of these large bins would be less than four cents per bushel. Smaller 
farm-sized bins would cost more, perhaps as much as six cents per 
bushel. 

These costs would be incurred on the entire storage capacity of 
1,300 million bushels, whether the bins were full or empty. If about 
half of the capacity were large CCC bins and the other half were 
small farm bins, the average annual cost would be about five cents 
per bushel. That would amount to 65 million dollars. On an average 
crop of three billion bushels, worth a little more than a dollar a 
bushel, that would amount to about two percent of the value of the 
crop. 

We saw in the preceding sections that a feed grain stabilization 
program would increase com producers’ incomes from two to three 
percent, and reduce hog production costs by a less exactly deter- 
minable amount, perhaps also two or three percent. These amoimts 
would add up to about five percent. The storage program would 
cost about two percent of the value of the corn crop. The total 
value of hog production in the United States averages about two 
thirds of the total value of the com crop. Some reductions also 
would be made in distribution costs. Ignoring several other quah- 
fications and complications, we can conclude that a feed grain 
storage program would be worth (to producers in the short run, and 
to consumers in the long run) several times as much as it would 
cost. 

A Feed Grain Storage Program Could Finance Itself 

In a narrow but specific financial sense, a feed grain stabilization 
program need not cost anything. It could finance itself. 

The loan rates for large crops could be set slightly lower than the 
rate for small crops. This would provide something less than com- 
plete stabilization, but complete stabilization appears impractical 
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anyway. The rise in price from large crop years to small crop years 
then would cover the costs of storage. 

The loan rates for large crops could be set lower than the rate for 
small crops by setting up, in advance, a schedule of loan rates 
varying inversely with com supplies. 

A total range of £0 percent — only half the range of 40 percent 
that is written into the Agricultural Act of 1948 — would be more 
than ample for this purpose. 

For other crops, such as cotton, where stabilization of incomes is 
desirable, the range of 40 percent is not great enough. For these 
crops, the range should be increased at least to 60 percent. 

In any case, the basic loan rate (the rate for an average-weather 
crop) should be announced early. March would be early enough to 
help farmers plan the acreage they would plant. But if the rate 
could be announced several months earlier yet — ^in November, 
before farmers breed their sows for the spring pig crop — that 
would help farmers plan their hog production as well. The final 
rate for the current crop (as determined by the size of the current 
crop plus carryover) could be announced shortly before, so as to 
clear up the final annomicement for the current crop before the 
basic rate for the new crop was announced. 

Setting the Basic Loan Rate Each Year 

The final problem then would be how to set the basic loan rate 
for the new crop year. 

The principle involved here is clear. The basic rate should be set 
at the level that would move an average-weather crop on the 
anticipated acreage into consumption. 

The problem is how to put this principle into practice. It is not 
easy to forecast the strength of the demand from one to two years 
ahead. Millions of farmers, however, now do it every year as best 
they can, as individuals; the U.S.D.A. ought to be able to do it 
better. The more diflScult problem is how to resist the political 
pressure on the U.S.D.A. to set the loan rate high in a futile effort 
to raise long-time average price levels. 

The existing parity formula and the recently proi)osed modifica- 
tions of it are not suitable bases for loan rates. Parity is based on 
the past rather than the future, and it is designed to stabilize prices 
against variations in demand as well as supply. Loan rates based 
even on a modernized parity are likely to be too hi^, reducing con- 
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sumption and increasing production until storage stocks grow 
beyond the size needed for stabilization purposes. 

Loan rates based on parity could be brought into line with 
economic realities by writing into the law the provision that when^ 
ever the com storage stocks at the end of the crop year (that is, 
the carryover October 1) exceeded the quantity needed for stabiliza- 
tion purposes, the basic loan rate for the next crop would be reduced 
proportionally. ^ 

Similarly, at the lower end of the range, if the carryover were 
less than the minimum quantity needed for stabilization purposes, 
the basic loan rate for tbe next crop would be increased propor- 
tionally. 

Thus if the carryover were 1.43 billion bushels, 10 percent in 
excess of the 1.3 billion maximum needed for stabilization purposes, 
the basic loan rate for the next crop (to be harvested a year later) 
would automatically be reduced 10 percent. At the other extreme, 
if the carryover were only 70 million bushels, 10 percent (of 1.3 
billion) less than the 200 million minimum needed for stabilization 
purposes, the basic loan rate for the next crop would automatically 
be increased 10 percent. 

This system would be clumsy, slow, and in certain circumstances 
could be a bit erratic. But it would move the loan program from 
where it is now toward a more rational system, and do it automati- 
cally. 

The Program is Basically Physical 

Let us now take a little longer look at the future. 

In principle, the best way to run the feed grain storage program 
would be to have no loan rates or loans at all. 

A feed grain storage program is essentially a physical program. 
The purpose of the storage operations is to smooth out the varia- 
tions in feed grain production, by putting the excess over average- 
weather production into storage in good crop years and taking it 
out in poor crop years. 

This program need not involve loan or price problems at all. 
Instead of the loan rates determining how much is put in or taken 
out of storage, as at present, the program could be handled purely 

* A proportional reduction is suggested here only for simplicity and brevity. Per- 
haps the r^uction should be only one-half as great as proportional for the first 10 
percent excess of quantity, to thraw the loan rate reduction process into gear less 
suddenly. 
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BS a physical matter; the quantity put in or taken out of storage 
then would determine the price. 

The simplest way to run this sort of a program would be for the 
U.S.D.A. to remove and later return the proper quantities of feed 
grains to the market by buying and selling rather than by loans. 
This would give the TJ.S.D.A. the most direct and positive control 
over the storage stocks. 

Some practical difficulties would lie in the way of putting these 
principles into effect. 

The first difficulty is a minor one. It is cheaper and more efficient 
for the XJ,S.D.A. to make loans on com in the crib on the farm 
where it was grown than to buy it and take care of it itself. A buy- 
ing and selling program would cost more, and get the II.S.D.A. 
more into the ^ain business, than the present (primarily) loan pro- 
gram. 

The second difficulty is a major one. In the past, the feed grain 
storage program has been so much an integral part of the whole 
agricultural price support program that separating the two ap- 
peared to be a more drastic operation than the patient would accept 
or perhaps survive, 

A fundamental change may be taking place, however, which 
would reduce or remove this major difficulty. Secretary Brannan’s 
proposal to let the prices of perishable products seek their own 
levels and make up the difference between those prices and the 
“support** levels by direct payments to farmers has been rejected 
by Congress this year, but the idea may be accepted at some later 
time. It could be extended to durable products as well as perishable 
products. No one would worry then about the level of loan rates or 
open-market prices. The U-S.D,A. then could simply buy and sell 
feed grains on a physical basis, so as to keep market supplies stable 
from year to year, untrammeled by any complications about loan 
rates. Or, if the advantages of loans rather than purchases and sales 
were considerable, it could use loans as at present, unhampered by 
upward pressure or unsuitable formulas for loan rates. The upward 
pressure and the formulas would be applied instead to the “sup- 
port** prices, not to the loan rates as at present, leaving the storage 
program free, as it should be, to deal exclusively with the problem 
of variable feed supplies. 
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DISCUSSION 

BoIiAKD Welbobn 
Smft and Company 

Dr. Shepherd has a long and enviable experience in the study of com 
prices and their relationship to livestock production and to the agricultural 
economy generally. He has for years given detailed study to the broad 
economics of com storage. It would therefore be somewhat presumptuous 
on my part to do anything more than to raise certain questions regarding 
both the philosophy back of his conclusions and the basic evidence from 
which those conclusions are drawn. 

1. So far as I can judge, Dr, Shepherd’s calculation of the coefficient of 
variation of com production is based on simple historical deviation of 
production from the long-time trend, including the variations attributable 
to both the extreme drought of the mid-thirties and the stimulus of two 
world wars, both of which he rules out as extremities which a storage pro- 
gram should not attempt to anticipate. I would be interested to know how 
much change would be involved in his concept of normal variation if he 
measured variation in terms of animal units fed, as he does (which is a more 
logical measure of availability of feed grains) allowing for trends, but 
leaving out of the ampvtaiions the extremes attributable to droughts and tears. 

I must leave to those who are more proficient statisticians than I 
the task of evaluating the accuracy of Dr. Shepherd’s regression of supply 
on price. I find myself doubting greatly the significance of the calculated 
two to three percent variation in income from normal vs. variable crops, 
particularly in view of the fact that the basic data from which those esti- 
mates are derived is scarcely accurate within those limits. While such 
estimates are useful as a basis for price anticipations I would raise the 
question as to whether they are sufficiently dependable to provide a basis 
for investing 1.5 billion dollars in an untried economic venture. 

8. Dr. Shepherd uses CCC’s storage rate as the total cost involved in a 
com storage program. These additional refinements may make a significant 
difference in his cost estimates: (a) there is an interest charge on the in- 
vestment in com of at least two or three percent per annum which should 
appropriately be charged against the program; (b) the same argument that 
is used to show reduction in the cost of producing pork is applicable in 
reverse to the cost of storing corn. That is to say, the cost of storage must 
be calculated as the cost of the facilities necessary to store the largest 
anticipated volume. If facilities for 1.3 billion bushels of com storage must 
be constmeted, the cost of those facilities becomes the perpetual cost of a 
storage program regardless of year to year variation m storage volume; 
(c) there is a relatively negligible item of administrative cost — minor in 
this instance, but a persistent part of a broader pattern of costs that in the 
aggregate has come to absorb a substantial portion of the total national in- 
come. 

4. The estimated savings as a result of stabilization of pork production 
presupposes that grain supply stabilization would indeed stabilize pork 



Feed Gbaik Stoeage— Dibcussiok 


1009 


output. While the influence of com supply is a major element in detemun- 
ing hog numbers, it is still appropriate to question how much of the varia* 
tion still remains after full allowance for feed grmn supply variation has 
been made. It is also an interesting question as to how much variation 
actually occurs in hog production on farms where any considerable amoimt 
of the overhead is specifically assignable to the hog enterprise. 

5. I will pass over lightly the question as to whether the level of com 
price is likely to be raised or lowered beyond what it would otherwise be 
by the existence of large stockpiles of com. In theory, of course, the case 
is dear. But practice is something else again, and 1 am personaily some- 
what fearful that the existence of an average inventory in excess of needs 
of over 500 nullion bushel would result in an average com price to farmers 
15 to 20 cents per bushel lower than would otherwise prevail. That con- 
sideration is of no significance, of course, if the price is always at the loan 
rate, but T, for one, hope that there is something better for the future than 
a perpetusd reliance by com producers upon the United States Department 
of Agriculture price support program. 

6. If Dr. Shepherd’s notions of the profitability of such a program is 
correct, it is interesting to raise the question as to why the private economy 
has not undertaken it. TVTiile I have no proof to offer on the subject, I 
would like to suggest the following answer: excluding war periods and the 
mid-thirties drought, there have been only 23 years out of the 69 years 
since 1880 in which corn price actually increased from year to year by more 
than 10 percent. I submit to you that as an ordinary business proposition 
you wouldn’t invest much money, even if you were a hog producer, in a 
scheme that has such a dismal profit record behind it. 

All of the foregomg has been debate over quantitative judgments, a 
debate which can never be totally resolved, although the evidence can be 
clarified by a continuation of careful technical work. The major questions 
are those which remain, if I may paraphrase Frank Knight, after the 
economist has made his contribution, thereby clearing the way for a dis- 
cusrion of the broader issues. 

The science of economics (and those who profess it) has a long tradition 
of argument to the effect that the material well-being of human kind is en- 
hanced by the free play of economic competition. The only basis for the 
violation of these principles in the public interest is where clear evidence 
exists of institutional imperfections which prevent the maximization of 
total income through the exercise of individual initiative. Until more con- 
vincing evidence has been presented than I have thus far seen of the failure 
of private industry to adequately handle the distribution of com supplies 
through time, and subject to a more convincing accounting of the gains 
to the whole economy to be made from monopolistic manipulation of com 
supplies and prices, I doubt seriously that the type of institution proposed 
by Dr. Shepherd would make any material contribution to economic 
eflSdency or to human welfare over the long run. 
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T he purpose of this paper is to outKne the major features of the 
Missouri River Basin development program and to estimate 
some of the economic magnitudes involved. Other papers to follow 
will appraise some of the problems. 

Next to the Mississippi River dr^age system, of which it is a 
part, the Missouri Basin is the largest basin in the United States, 
It includes more than a sixth of the land area, about a fourth of the 
farm land, and a fourth of the cropland of the country. The basin 
contains about 10 percent of our farm poptdation. Half of its farm 
population is concentrated in the lower fourth and the remainder is 
sparsely populated. 


The Pich-Sloan Plan 

The programs for development of the Missouri Basin represent 
an evolution of plans by various agencies based on years of experi- 
ence and investigation. For example, the Corps of Engineers formu- 
lated a badn-wide plan in 104S which expanded the previous flood- 
control and navigation plans to include additional multiple- 
purpose reservoirs on the main stem and tributaries of the Missouri 
River, and flood protection works for municipalities and agricul- 
tural lands. In the following year, the Bureau of Reclamation 
recommended a plan for basin-wide development for irrigation, 
power and other purpc»es. Ihese reports were integrated by the 
two agencies and presented to Congress. In the Flood Control Act 
of December 1944, Congress approved the coordinated plan, 
commonly known as the Pick-Sloan |dan. Since that time additional 
proposals have been made. Present plans include about 150 reser- 
voirs with a storage capacity of about 100 million acre feet; levees 
for protection of two million acres of agricultural lands in the Mis- 
souri Valley and major tributaries below Sioux City, Iowa; levees 
for municipal areas; systems for distribution of irrigation water for 
new lands totaling five million acres, and supplemental water for 
another two million acres; hydroelectric plants having an eventual 
installed capacity of 1,000,000 kilowatts of powen and an annual 
output estimated at 10 billion kilowatt hours of electrical energy; 
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and improvement of the channel and provisions for navigation from 
Sionx City to the mouth of the river,^ Congress has authorized a 
total amount of $350,000,000 to be expended by the Corps of 
Engineers and $350,000,000 to be expended by the Bureau of 
Reclamation for partial accomplishment of the program.® 

According to the Pick-Sloan plan, the midtiple-purpose reservoir 
projects on the Missouri River vrill provide for the maximum prac- 
ticable storage of water on the main stem. The water to be im- 
poimded in these, as well as in the other multiple-purpose reservoirs 
on tributaries, will be utilized for irrigation, navigation, power and 
other multiple purposes. Sufl&cient storage will be reserved in each 
reservoir to provide for flood control needs. To protect towns or 
municipalities and agricultural areas that are subject to flooding 
from run-oS originating in storms over areas not controlled by the 
reservoir projects, the plan provides for a system of levees on both 
banks of the Missouri River from Sioux City, Iowa, to the mouth 
and the required flood-control works on tributaries. Water will be 
available for domestic and industrial water supply and pollution 
abatement, and it is proposed to develop the recreational uses of 
reservoir areas.^ 

Shortly after approval of the Pick-Sloan plan for the MGssouri 
River Basin by the Congress, the Missouri Basin Inter-Agency 
Committee was established to provide a means for the participating 
federal agencies to coordinate their activities among themselves and 
with those of the Missouri Basin states. On this committee are five 
Governors of the Missouri Basin states who were selected by the 
Governors of the 10 states in the Basin to represent state interest in 
the Program. On the committee, federal interest is represented by 
one member each from the Corps of Engineers, War Itepartment, 
the Federal Power Commission, the Department of Interior, the 
Department of Agriculture, and the Department of Commerce. 

^ The Development and Control of ike Missouri River* Department of the Army, 
Coips of Engineers, Missouri Biver Division, Onoaha, Nebraska, December, 1947, 
See also Senate Document 191, 78th Congress, Snd Session, Missouri River Basin 
(Report by Secretary of the Interior, Harold L. Ickes, on Bureau of Reclamation's 
Plan for Basin Development), April, 1944. House Document 475, 78th Congress, 
Snd Session, Missouri River Basin, March, 1944. Senate Document Z47, 78tii Con- 
gress, Snd Session, Missouri River Basin, (Supplemental to Senate Document 191 
and House Document No. 475, 78th Congress), November, 1944. 

* flood Control Acta of December SS, 1944 and July S4, 1946. 

* Message by the President to the Congress of the United States on the Compre* 
hensive Plan for the Development of ike Mississipm River Drainom System, July 18, 
1947. Appendix 1: Comprehensive Phoi for the Missouri River Basin. 
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The AgricnUurcd Program 

Many of the people cojonected with the Inter-Agency Committee 
and interested in development of the Missouri River have recog- 
nized that the Pick-Sloan program does not provide a complete 
authorization for resource development because it provides for con- 
trol and use of water in the main stream channels only. They have 
urged that an agricultural program be developed to deal with 
watershed, conservation, and other land-management problems of 
the basin. At first it was thou^t that this need could be met under 
existing national programs. However, it was soon discovered that 
the agricultural phases of the development were lagging and that it 
was very difficult to integrate national agricultural programs with 
other phases of the development which were on a project basis,^ 
In July, 1948, after three years of participation in the Missouri 
Basin Inter-Agency Committee, the Secretary of Agriculture or- 
dered an agricultural plan to be prepared which would integrate 
the activities of the Department relating to the development, 
utilization, and conservation of natural resources into a unified 
basin-wide program.® The program would be designed to: *‘Con- 
serve and improve the lands of the basin; build up and protect the 
forest resource; protect and develop the water resource; enlarge and 
improve the farm plant by irrigation and drainage; reduce flood 
and sediment damages, enhance recreation and wildlife; and other- 
wise support, complement and balance the programs of other 
agencies — ^particularly the engineering activities being carried out 
under the Pick-Sloan plan.” 

The agricultural program was prepared by a field committee 
made up of representatives of various bureaus. This group had the 
active cooperation of representatives of the Land-Grant Colleges 
and several other state and federal agencies. An inventory of land 
and water conservation and development needs in the basin was 
prepared based on past experience and investigation,® 

The program that has been developed to meet these needs offers 
no startling innovation in land use or in its approach to the con- 

* Opiiuon in the Department of Agriculture haa been divided One group has 
favor^ preparing spedal basin programs. Another group has felt that such a move 
would jeopmiae existing national programs. 

* Secretary of Agriculture Memorandum, No, 1220, July 0, 1048, PrepanOum 
of an AfrkaUural Plan for the Musouri Borin. 

* Mxeeotsn River Bonn AgricvltaTaL Program^ U. S. Department of Agriculture, 
April 1040. 
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servation problem. The body of the program represents functions 
and activities which already are under way in some measure in the 
basin. The unique qualities of the program are: (1) a procedure by 
which all phases of a complete program of land-management and 
upstream en^neering can be applied to problem areas for conserva- 
tion and flood control; (S) a procedure for integrating the work of 
the Department of Agriculture with that of other federal agencies 
on irrigation, drainage, and other land- and water-development 
projects, and (3) the recommendation of a greatly accelerated pro- 
gram for the basin which would keep pace with the engineering 
phases of the Pick-Sloan plan. 

The agricultural program has five major operating phases. 

1. A program of conservation and improvement measures on grassland 
and cropland is designed to reach all of the 58^,000 farmers and 
ranchers in the basin. The goal is the apphcation of good land-man- 
agement and conservation practices to the farm and ranch lands of 
the basin. This would involve adoption of improved management and 
land use practices on the 113 million acres of cropland in the basin 
and the seeding of ^0 million acres to grass and legumes for rotation 
hay and pasture. Needed also would be measures such as 1,900,000 
miles of terraces, grassed waterways and others to retain or dispose 
of water. The privately owned grassland also needs improved man- 
agement. This includes reseeding of 17,500,000 acres of depleted range, 
development of water supplies, fire guards, and fences. 

a, A program for forest and forest range would cover an estimated 
45 miUion acres, of which million is in public ownership. The 
forests are a resource with many uses — timber, grassing, recreation 
and wildlife, and the protection of water supplies. This latter 
function is of particular importance in federal forests which are the 
source of a substantial share of the water available for irrigation. The 
program is designed to improve forests and ranges by applying better 
management, fire protection, plantings, and many other improve- 
ments. On privately owned land the program would be carried out 
by furnishing technical assistance and financial aid to private owners. 

3. A program of stabilizing measures for small watercourses has been 
proposed to assure safe disposal of water in small watersheds and the 
lesser tributary streams. This will reinforce land conservation meas- 
ures, contribute to flood control and to the protection of lands being 
destroyed by major gullies, bank-cutting, and sedimentation. The 
program contemplates the construction of measures which generally 
affect more than one farm. These would include gully-control struc- 
tures, fioodways, bank-protection works, small retarding basins and 
others. 

4. The program for irrigation involves (a) educational, technical, credit, 
and financial assistance to rehabilitate and improve the use of land 
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and water on existmg irrigation projects, (b) factual data and tech- 
nical advice in areas for which new irrigation is planned, and (c) 
assistance and services to farmers in developing land improvements 
and systems of farming under new irrigation. 

S, The drainage program for the Missouri Basin is planned for an esti- 
mated 5,800,000 acres now in drainage districts or needing additional 
drainage. It is estimated that half of this acreage needs some degree 
of improvement or rehabilitation. The Department will assist farmers 
in rehabilitating drainage systems and in constructing new systems. 
It will also help individual farmers with their drainage problems. 

These operating phases of the agricultural program are supported 
by research and investigations, soil surveys and land classification^ 
education and credit. 

1. A much accelerated program of soil surveys and land classiBcation 
is needed to guide the land and water program. The soils of the basin 
show enormous diversity. Seven types of surveys are recommended 
to meet the requirements of various parts of the basin. These range 
from intensive surveys for proposed irrigation projects to extensive 
surveys in forest and grazing areas. 

2. Besearch and investigations needed to support the recommended 
programs of land and water development have been designed through 
the combmed efforts of the Department of Agriculture and the Land- 
Grant Colleges of the Missouri Basin. Accelerated research is recom- 
mended to precede and guide the greatly expanded programs of irri- 
gation, dr«dnage, land treatment, and watershed management in 
prospect. 

S. Agricultural extension activities would be intensified to assist rural 
people to make maximum use of land newly developed for irrigation 
and protected from fioods by levees and drains; to make the best use 
of electric power; to apply accelerated land conservation and ffood- 
reduction measures and to adjust farming to new crops, new markets, 
and new methods. 

4. Special credit fadlities are recommended to supplement private 
credit agencies in view of the expectation that farmers, ranchers, and 
landowners will invest three to four dollars for every dollar of Federal 
funds expended for conservation. Application of conservation meas- 
ures, and development and improvement of irrigation and drainage 
systems often require a type of developmental credit that is unavidl- 
able from private lenders. 

5. Special studies are recommended to assure that the rural electrifica- 
tion systems for the basin will be completed mid integrated with the 
power features of the Pick-Sloan plan. Continuation of present au- 
thorizations will provide ample loan funds to complete electrification 
of the area. 

The {^cultural program was submitted to the Missouri Basin 
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Inter-Agency Committee at Rapid City, South Dakota. The Com- 
mittee meeting at Helena, Montana, July ^1, 1949, passed a motion 
that the **Inter-Agency Committee thank the Department of Agri- 
culture for preparing the report, endorse the general objectives and 
recommend that Congress take the necessary steps to put the pro- 
gram into effect.”^ As soon as review by other federal agencies has 
been completed, the report will go to Congress. 

Cost of Missouri Basin Development 

The cost to the Federal and State Governments of the Missouri 
Basin Development has been currently estimated as follows: 

Corps of Engineers* $21,019,000,000 

Department of Interior* 3,024,000,000 

Department of Agriculture* 3 , 002, 000 , 000 

Other Federal (6 years) * 20,000 ,000 

State Government (6 years)* 100,000,000 

$8,335,000,000 

The development period is usually thought of as extending ov«c a 
long period of years. If SO years is used as in the agricultural pro- 
gram, the annual rate of expenditures would be about $275,000,000 
for federal funds. Jn the fiscal year 1949 the Corps of Engineers 
received $92 million for the basin, and the Department of the In- 
terior, $87 million, or a total of $179 million. The Department of 
Agriculture made expenditures for the type of work covered in its 
program from its regular or national funds of about $24 million in 
the Missouri Basin, but received no special appropriation in 1949 
for this area. From these rough calculations it can be seen that a 
considerable acceleration of the agricultural program is needed to 
put it on a schedule that will be comparable to the other phases. 

Land Use Changes 

It is not the purpose here to attempt a benefit-cost analysis. How- 
ever, part of my assignment was to estimate the agricultural 
changes from the Basin development. These might be summarized 
as follows: 

^ Minutes of tlie THity-Second Meeting of the Missouri Basin Inter-Agency 
Committee, July 21, 1949. 

* Missoun Bssm Inter-Agency Goumiittee, O-Yeaf pTOgram for Missawri Bmr 
Baaittt Ju^29, 1948. 

* U. S. Department of Agriculture, Mimwi Biver Busin Agriamural Programt 
Apill949. 
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Two million acres would be given protection from floods. 

Five million acres now dry-fanned would be brought under irri- 
gation. 

Two million acres now irrigated would be furnished supplemental 
water. 

One million acres of small irrigation would be developed. 

Three million acres would be benefited by new or improved drain- 
age facilities. 

Ten million acres of cropland would be returned to grass. 

Another ten million acres would be shifted from soil-depleting 
crops to rotation hay and pasture. 

A land management and conservation program would be applied 
to all lands. 

Two and one-half million acres are included in reservoir sites. 
Of this, one million would be flooded only occasionally and 
could be continued in agricultural use. 

Data on expected production changes are rather meager. Such 
estimates as are available indicate, for example, about a 10-percent 
increase in value of crop production from irrigation in the Missouri 
Basin and about a 19-perceni increase in crop production from the 
conservation program. A small loss from reservoirs would amount 
to less than one percent.^® The net increase in production from 
these sources would be about 28 percent when compared to crop 
production in the basin and four percent when compared to na- 
tional production. Other changes in production would occur be- 
cause of flood protection and drainage, range management, timber 
production, etc. These changes would take place gradually over a 
long period of years. 

Bureau of Agricultural Economics unpublished estimates based on data from 
the Bureau of BeclamaUon, Corps of Engineers, and the Soil Conservation Service. 
Compazisons are based on 1639^4 pnces. 



AN ECONOMISrS APPRAISAL OF THE MISSOURI 
RIVER DEVELOPMENT PROGRAM 


R. R. Rekns 
Montana State College 

T he magnitude of tike Missouri River Valley in physical area 
and the variety and complexity of its resource use problems 
are such as to cause proposed resource development programs for 
the area to have general appeal and interest throughout the nation* 
In appraising the proposed developments which have been pre- 
sented in the preceding paper it would be wise for us to keep two 
things in mind: (1) the great importance of agriculture in the 
Basin; (2) the strategic role of water. 

The Missouri River Basin is primarily agricultural and promises 
to remain so for a great many years. Therefore, any sound or com- 
plete development program must, of necessity, include a sound 
agricultural development program including land management and 
soil conservation, and give primary emphasis to all aspects of the 
overall program which will improve and help stabilize the farm 
and ranch operations of the Basin. 

In the upper Missouri Basin states, normal rainfall is relatively 
low and extremely variable with recurring droughts. In this semi- 
arid part of the Basin, the conservation of water through sound 
watershed management, storage and wise use, is of primary impor- 
tance; while in the lower part of the Basin a humid climate exists 
and flood damage is considerable. Because of these conditions maxi- 
mum economic development and use of water in the Basin is a key 
to maximum human welfare in the area. Control and use of water 
in the main stream channels through big construction projects is 
only a part of an adequate water use program. Sound land manage- 
ment and cropping practices to control run-off, sound forest and 
range management practices to achieve maximum water-holding 
cai)acities, and stabilization of water courses to reinforce land use 
practices in order to hold water on the land and ease it to the main 
stream channels without flood or overflow damage, are all highly 
significant parts of a complete water use program along with large 
dams or construction projects. 

Agricultural Development Program 
Unwise management of land and poor land and cropping prac- 
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tices are common throughout the Missouri Basin. This in itself does 
not justify an extensive agricultural program of the nature pro- 
posed, however, because similar conditions exist in other river 
basins of the country. What justification is there for a special 
agricultural development program for the Missouri Basin? Is this 
a mere starting point for similar programs to be proposed and 
urged for other river basins in the nation? Or is the need in the 
Missouri Basin for such a program particularly acute and timely? 

Ihe Flood Control Act of 1944 places irrigation in the front rank 
of priority uses of water in the West. The Pick-Sloan Plan, de- 
veloped by the Corps of Engineers and the U. S. Bureau of Becla- 
ination, proposing construction of some 150 large reservoirs and for 
which Congress has already authorized a total of 700 million dol- 
lars, makes a complete agricultural program essentiaL The scope 
of the Pick-Sloan Plan is such that unless other programs are de- 
signed and carried out for the area which will make available the 
information necessary for sound overall development, a great waste 
of public funds as well as incomplete and unsotmd development 
may result. Moreover, the uncertain growing conditions in the 
upper Missouri states because of the semi-arid climate make it 
imperative that this large agricultural area of the nation be de- 
veloped in such a way as to stabilize its production and contribu- 
tiox3s to the national welfare as quickly and as completely as pos- 
sible. Lai^ public expenditures for relief and feed and seed loans 
in the Upper Basin states were necessary in past years when ad- 
verse weather and business conditions and severe insect pest 
ravages occurred. Development programs that will help stabilize 
farming and ranching operations in these states will relieve the 
government of future relief and emergency expenditures. More 
important, sound agricultural development programs will permit 
the Missouri Valley with its great grmn and meat production 
capacities to make its maximum contribution to the national wel- 
fare. We diould not forget that one-fourth of the nation’s farmland 
lies in the Missouri Basin. Farm output in the Basin during the 
past decade under favorable weather conditions has been a very 
significant factor in making it possible for us to improve our level 
of living at home at the same time that we carried out a major 
war and its attendant post-war reconstruction and rehabilitation 
programs. 

The question immediately arises as to whether an agricultural 
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development program such as that which has been e^lained in the 
preceding paper should precede a major engineering or construction 
pro^am such as the Pick-Sloan Plan, or whether it should be 
carried out concurrently with such a program, or whether it should 
follow the construction program. The facts are, of course, that the 
large en^neering and dam construction program is already under 
way while the detailed agricultural development program is merely 
in the proposal stage. Some contend that construction planned in 
the Pick-Sloan program will not only needlessly flood hundreds of 
thousands of acres of land but will create huge silt traps, without at 
the same time checking serious flood water damage in the small 
water courses and farming areas generally. To carry out the agri- 
cultural program concurrently with the dam construction program 
may result in our discovering that the basically sound agricultural 
program will leave us with many large reservoirs which will never 
operate as now planned. Hence some suggest that the research and 
educational phases of the agricultural development program to- 
gether with the land management phases should be pushed rapidly 
now, before any further work is done in the construction of large 
dams as contemplated by the Pick-Sioan Plan. The Department’s 
agricultural program as presented indicates that what might 
normally be undertaken over a one hundred -year period has been 
telescoped into a thirty-year project proposal, but perhaps it 
should be telescoped still further into a fifteen- or twenty-year 
proposition, particularly since much of the information and result- 
ing developments are essential for a future sound system of major 
dams in the Valley, 

This should not be interpreted to mean that agricultural de- 
velopment as proposed in the five-point program should be com- 
plete in 15 to ^0 years. As a matter of fact, full agricultural de- 
velopment will probably never be complete. The educational and 
research phases of the program, however, need to be greatly 
speeded up. The next five to 10 years should reflect tremendous 
expansion along these lines. 

la tile Mtsaottri Devdo^fnnerU Program NeededS 

Currently we are faced with the threat of great surpluses in 
several farm products including wheat, one of the major products 
of the Missouri Basin. Acreage limitations are bang wmked out to 
reduce wheat acreage. Under these conditions, what econcmiie 
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justification is there for undertaking the five-point agricultural 
development program proposed? It is said that the development 
program will ultimately result in increasing the irrigated farm 
land of the Basin two and a half limes from the present five million 
acres to some 13,500,000 acres. This more than doubling of present 
irrigated acreage would mean a great increase in the agricultural 
production of the Missouri Basin, but it is estimated it would 
increase the total farm production of the United States by only a 
small amount* For example, the increased irrigated acreage 
contemplated under the Pick-SIoan Plan would result in a 70 
percent increase in the crop output in the Upper Missouri Basin 
states, and a 40 percent increase in crop output for the entire Basin, 
but would result in an increase of only about five percent in the 
total United States crop output. 

Part one of the five-point agricultural development program, 
‘‘Conservation and Improvement Measures on Grasslands and 
Croplands,” is designed to achieve good land management and 
conservation practices on all the 583,000 farms and ranches of the 
Basin. More than a third of the approximate three billion dollars 
proposed for the agricultural development program ($1,180,680,000) 
is proposed to be spent on Part One. Certainly this part of the 
program should result in increasing the farm output of the Basin as 
well as to make the output more certain, consistent or stable year 
in and year out. The prospective increase in the country*s popula- 
tion for the next thirty years does not seem sufficient in and of it- 
self to warrant any large increase in farm production. Present 
prospects for large exports of farm products at profitable prices 
also do not appear bright. But, if the management and conserva- 
tion practices result in increased livestock and meat production 
through better forage, hay and feed production, rather than in- 
creased cash grain farming, the Basin agricultural development 
program should fit in well with national needs for the next few 
decades. 

The major objective of increased irrigated acreage in the Mis- 
souri Basin through large dam construction should be the stabiliza- 
tion of existing agricultural operations, primarily the range live- 
stock industry ihrou^ the production of more hay and feed 
supplies. It is generally agreed that increased numbers of livestock 
will be needed in the United States to maintain a satisfactory 
standard of living, particularly in view of prospective population 
increase during the next thirty years* The stabilization of the 
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livestock industry in the Missouri Basin can best be brought about 
by integration of irrigated lands ^th the surrounding dry bench 
lands and grazing areas. Development of additional irrigated farms 
for the production of cash crops \irill not contribute to the welfare 
of the Basin population or to the national welfare as much as 
will a program in which the newly irrigated lands are primarily used 
to stabilize operation of existing dry farm and ranch units. If ways 
can be worked out whereby the new irrigated acreages can be made 
a part of existing units and used primarily for the production of 
hay and feed supplies, maximum beneficial production and the 
most satisfactory and stabilized agriculture for the Basin can be 
achieved. For example, if a limited acreage, say 40 or 80 acres, of 
irrigated land could be made available for the individual operator 
where he could have his home and his operating headquarters, he 
could, in addition to having a satisfactory garden, produce ade- 
quate hay and feed supplies for his livestock. He might also have 
allotments in grazing districts for summer range of his beef cattle 
and produce grain on near by benchlands. If, on the other hand, 
newly developed irrigated areas are developed to be complete 
operating units alone, and are used primarily for the production of 
cash crops, such as wheat, beans, etc., the lands will not contribute 
to the further stabilization of output of eristing farm and ranch 
units. There is no assurance in programs already under way or 
being proposed that such integrated use of irrigated lands will be 
achieved. Much good thinking and administrative action is needed 
along these lines now. 

When one ponders the scope of some of the proposed develop- 
ments, he is likely to conclude that it is some bureaucrat’s idle day- 
dreaming. For instance, 5(K>,000 new ponds seems like an excessive 
number, but the Missouri Basin covers a large area and anyone 
who has traversed the Plains knows it is *Tbig” in every sense of the 
word. The proposed 14,000 to 16,000 small upstream dams and 400 
to 600 desilting and debris basins may sound excessive, but careful 
study of the many small streams and water courses of the Basin 
will show that the number may be an underestimate, rather than 
the reverse. The one billion dollars proposed for this phase of 
development is absolutely essential if we are to get value received 
from the five billion dollars proposed to be spent by the Corps of 
Engineers and the Bureau of Beclamation in constructing 150 
large dams or reservoirs. 

Experience with heavy silting of large reservoirs already con- 
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stnicted in the West should emphasize that Point 3 of the five- 
point agricultural development program, “Stabilization of Small 
Watercourses,’* is not competitive with the Pick-Sloan large reser- 
voir construction program, but complementary and absolutely 
essential for its successful operation* Point 1, “Conservation and 
Improvement Measures on Grasslands and Croplands,” including 
terracing, grassing of waterways, reseeding depleted ranges, strip 
cropping, and contour farming is likewise basic and complementary. 
It would appear that the tentative allocation of two-thirds of the 
total of three billion dollars proposed to be spent on the agricul- 
tural development program for these two phases is justified. 

Conclusions 

Although the agricultural development phase of the Missouri 
Development Program does not have the dramatic or glamour 
appeal to the public imagination of the big reservoir construction 
phase, it nevertheless, over the long pull, promises equal if not 
greater advantages to the Basin and to the Nation. The estimated 
total cost of somewhat over eight billion dollars for the entire pro- 
gram is a large sum, but in terms of modern federal fiscal accounts 
does not loom as ex<^ssive. Before we can be certain that this eight 
billion dollars will be a good investment much sound thinking 
must be done on other phases of overall development in the Basin 
comparable with that which has been done by the Department of 
Agriculture staff members, in developing the proposed Missouri 
River Basin agricultural program. Reference is made to power 
development and utilization, including rural electrification and 
industrialization, and to navigation. These two enterprises are 
emphasized in the large dams construction phase of Missouri Basin 
development along with irrigation and flood control, but much 
heat and little light has resulted from the discussions of these two 
enterprises to date. There are many phases of public power de- 
velopment which need to be studied and an adequate program 
mapped out, but the navigation aspects particularly should be 
subject to very careful scrutiny from the standpoint of possible 
economic benefits before any further steps are taken to allocate 
water for this use in achieving a *‘9-foot channel,” etc. Water is a 
very precious thing in the Upper Missouri Basin, and while the 
agricultural development program, if adequately carried out, 
would go a long way to conserve and make possible maximum avail- 
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ability of water in the Upper Basin, it will be of little local or 
national avail if the resulting water is not put to its most important 
and best uses. Whether navigation can qualify as a claimant in 
this category has certainly not been established on any sound 
basis. It would seem that in the long run. Basin, national and 
world interests would dictate that wise conservation and utilization 
of water for stable and maximum production of food and fiber 
would be a “better** use of such waters, if not the “best/* 

This writer concludes that the proposed eight-billion-dollar ex- 
penditure in the Missouri Basin can be a very good investment for 
the nation in the years ahead. Because they lack the glamour and 
appeal to the public ima^nation which some other phases of the 
program possess, there is grave danger that the agricultural phase 
and similar detailed information and proposals needed on other 
phases of the overall program will be sidetracked or carried out 
inadequately. They are basic, however, to a sound over-all develop- 
ment program and should take a position of priority rather than 
a second- or third-rank position. 

For the next few yeans it would seem highly desirable to empha- 
size the five-point agricultural program and to speed up work 
particularly on the educational and research aspects, especially 
soil surveys and land management, before we proceed too far with 
construction of large dams and reservoirs. The agricultural de- 
velopment program is essentially a grassroots program. To be 
fully effective it will require adequate support for its educational 
and research phases. If such support is forthcoming and the Land- 
Grant Colleges and Universities* staffs are equal to the challenge, 
a long step will have been taken toward assurance of sound overall 
development of the Missouri Basin for the years to come. Complete 
development will take many, many years, but it*s high time that 
we put first things first in the Missouri Basin. The proposed agri- 
cultural development program presents an important challenge to 
Land-Grant institutions, particularly to agricultural departments* 
and more especially to departments of agricultural economics and 
rural sodology. 



A CONSERVATIONISTS APPRAISAL OF THE 
MISSOURI DEVELOPMENT PROGRAM 

T. L. Gastoi? 

SqU Conservation Service 

T he Missouri Basin includes about one-sixth of the land area, 
one-fourth the farm land and one-fourth the cropland of our 
United States. The Basin is, of course, paramount to the people 
who inhabit it and the agricultural significance, together with the 
industrial and other parts of our economy within its boundaries* 
makes the Basin of no little importance to the nation. 

During the last three or four decades we have stepped up the 
development tempo within the Basin — at least the part involving 
direct exertion of the public’s efforts. A number of lines of public 
endeavors were initiated during the ’teens and ’twenties. Some of 
these were federal activities involving application of a nation-wide 
program either throughout or within a specific portion of the 
Basin. Some were endeavors by states or through local govern- 
ment — as counties, municipalities, irrigation districts, drainage dis- 
tricts and the like. In the thirties, partly because of the depression 
and the drought — ^which was particularly severe in a large portion 
of the Basin — certain going public activities were re-emphasized 
and additional ones were initiated. Several of these stressed either 
new or increased emphasis upon conservation, use and developnotent 
of agricultural land and water resources. 

From the conservation viewpoint among the most significant of 
these new endeavors and results perhaps were: 

1. Programs for the public providing technical services and 
grants of direct aid for conservation purposes; 

Begixming of soil conservation districts as local governmental 
subdivisions through which landowners and operators, when 
they so choose, can cooperatively exercise their own initiative 
and responsibility for soil and water conservation purposes 
and obtain help from all pubUc and private sources in so doing; 
3. Increased attention to irrigation in parts of the Basin and to 
proper drainage in others; 

4. The growing knowledge on the part of landowners and opera- 
tors and the public generally that the nation’s land and water 
resources are not limitless but that these resources could be 
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used to maximize productive capacity on both a current and a 
sustained basis and, if need be, on a reserve basis. 

In 1944, we added the Pick-SIoan Plan for the Basin. This plan 
deals primarily with major structures along the mainstem and the 
large tributaries, such as large dams storing water for power pro- 
duction, for irrigation, and for flood control and navigation; levees 
and revetments for flood control; and major canals and ditches for 
distributing irrigation water or for draining off excess water. This 
plan^ apparently serves the same general functional purposes as 
the declaration of policy in the most frequent type of le^slative 
authorizing act. 

And in 1949, we have the Missouri River Agricultural Program.^ 
Since Congress has taken no action, it is still in the embryonic stage 
insofar as legislative action is concerned. This plan deals with two 
categories of activities: first the practices, measures and land uses 
which when adopted on the land and small tributaries conserve the 
land and water, and retard and reduce runoff thereby reducing 
floodwater and sediment damages; and secondly, activities that 
facilitate programs leading towards adoption of such practices, 
measures and land uses. The “on-site” and “off-site” effects of such 
of these practices, measures and land uses, as are soundly applied 
in the locations where they are adapted, bear both directly and 
indirectly on the works described in the Pick-Sloan Plan. Thus, the 
work described in each of the two plans is intended to be supple- 
mentary and complementary to the work described in the other. 
When once the work gets into gear there would be no twilight zone 
between the necessary large engineering works along the mainstems 
and the necessary work on the watershed lands and small tribu- 
taries. 

In view of the setting, a conservationist’s appraisal of the Mis- 
souri Biver Development program probably should include con- 
siderations of the need and major approaches and problems. 

Cursoiy examination by the close observer points quickly to the 
need for further conservation in the Missouri Basin. Examination 
of available research results and survey reports shows even more 
vividly the necessity for this work. There can be little question but 

^ Public Law ^4 — ^TSth CougrcM. 

* The Missouri River Basin Agricultural Vrogram, a program recommended by 
the Secretary of Agriculture Charles F. Braiman for the development and conser- 
vation of land» water, and forest resources, and for flood conb^l in the Missouri 
River Basin, USDA, April, 1949. 
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that further conservation and development will be accomplished 
within the Basin. Also, there can be little doubt but that further 
conservation and development is practicable from the separate or 
combined viewpoint of individuals, local governmental subdivi- 
sions, the states, and the nation. The many questions as to what, 
how, and when will only be answered month by month, year by 
year, and decade by decade as progress is made — ^but then not to 
the satisfaction of all. The estimates on quantity of work needed 
as shown in either the Pick-Sloan or in the Agricultural Plan de- 
veloped by the Department of Agriculture will undoubtedly be 
subsequently proven less than completely correct. But the main 
consideration is that the types of work described need to be done. 
Surely methods and approaches will be improved from job to job 
as the work progresses, experience is gained and additional re- 
search conclusions become available. 

Each type of work described in the five operational programs and 
in the five facilitating programs of the agricultural plan are now 
being carried on — ^to varying degrees — ^under one or more legislative 
authorities. If the objectives are to be attained in the time esti- 
mated — SO years — ^the problem becomes one of accelerating the 
various types of work in proper timing and sequence. To do this 
will require both careful timing in the availability of the required 
public funds and adeptness in using those that become available. 

Too, it seems likely that in the computations back of the various 
estimates, the proportion of the total cost the public should bear 
has been overemphasized. Broadly speaking, for the work that 
really needs to be done, surely the public should bear the proportion 
of the cost inputs that represent benefits. And landowners 

and oi)erators should bear the costs for **on-site” benefits. There are 
numerous indications that the ‘W-site’* benefits are greater than 
are generaUy recognized. If approached with reason and practical 
recommendations, the landowners and operators will apply and 
maintain a larger proportion of the needed work than if they are 
otherwise approached. The proportion of costs currently estimated 
as the public^s share can probably be lessened as the measures and 
practices are applied. 

The public is composed of dH individuals and interests. It carries 
on its endeavors through units of government. The people, through 
their state, county, municipal and other local governments, stand 
to benefit from the proposed work being performed. Units erf 
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government other than the federal should, therefore, proportion- 
ately share in the work that is done. It is entirely probable that 
current estimates have under-emphasized what should rightfully 
be done by the members of the partnership represented by units of 
government other than federal. 

The old axiom relating to the whole and its parts is equally ap- 
plicable to the Basin. Sound conservation analysis and action for a 
re^on of this size and complexity must encompass several physical 
areas of progressive inter-dependencies. 

1. The watershed. 

£. A sub-watershed (or major tributary). 

3. A minor watershed (or minor tributary). 

4. The very small watershed including a few such tracts. 

5. The individual tract of land — ^farm, ranch, road right-of-way, 
etc. 

The predictable effect of some measures may be nearly all **on- 
site,” the effect of others may be partly “on-site” and partly “off- 
site.” And still others may be entirely “off-site” or downstream 
from their location. While the agricultural plan, of course, failed to 
describe all the problems and solutions in realistically clear per- 
spective, there is a tone of interdependence between the work and 
activities recommended that is somewhat uncommon. Hence, to 
the degree that the plan is carried out, it will be useful as a guide to 
facilitate integration of the various activities and types of work. 

Considerable progress has been already made in getting conserva- 
tion on the land. Close to 400 soil conservation districts have been 
organized covering about two-thirds of the Basin. Thus far, these 
districts have helped farmers and ranchers bring under conserva- 
tion management around 40 million acres. Of these, about £5 mil- 
lion acres have been completely treated with a good conservation 
program safeguarding the productive capacity of the land and in- 
creasing the efficiency of farm and ranch production. And, about 
600 thousand of these acres represent intensive irrigation and drain- 
age practices. The remainder involves practices and measures for 
conservation of soil and water, proper management of soil, crops, 
range, woodlands and includes also the conversion of approxi- 
mately million acres from crops to grass or other permanent 
cover. 

The formation of these districts has taken place during the last 
twelve years. Their accomplishments in large part have ocoirred 



10^8 


T. L. Gaston 


durmg the last five years, and progress of tlie movement can be said 
to be most encouraging. 

While the type of work just mentioned has considerable ^‘off- 
site” benefit its primary effectiveness is on the land where it is 
done. The other phase of upstream conservation — ^with the objec- 
tive of retarding runoff, of increasing infiltration, of stabilizing 
small water courses, and reducing sediment damage on land and in 
reservoirs, and of other downstream values — ^has just begun. His- 
torians are likely to say that the *30^s and *40’s were a period during 
which we went through the mental throes of understanding this 
concept and developing ways and means for doing something about 
it, (By way of parenthesis I add, many of you will recall that only 
about two decades ago did we begin to really try to do something 
about the conservation of the nation's land — especially the pri- 
vately held farm and ranch land. Now, conservation is generally 
accepted and the common statement is that accomplishments need 
to be speeded up.) 

At present, this second phase of conservation work is being car- 
ried on in the Basin with particular emphasis only on the Little 
Sioux Watershed consisting of some 4000 square miles in Iowa and 
Minnesota. Work is underway in 17 of its sub-watersheds. Both 
phases of conservation work are being done as an integrated job. 
Conservation treatment and use of the land, and small flood-water 
retarding structures, measures for the control of headcutting gul- 
lies, and other measures for stabilmng small watercourses all be- 
come integral parts of a single job. Twelve soil conservation dis- 
tricts are taking part in this undertaking. The district commis- 
sioners — ^as district governing body members are designated in 
Iowa — have organized themselves into a watershed working com- 
mittee to determine priority of sub-watersheds and to proi)erly 
relate the work in each sub-watershed to the work in the others. 

It takes time for farmers and ranchers to understand their land 
and water problems, to organize themselves, and to make the de- 
cisions they need to make in order to move the work along in an 
orderly fashion. In developing approaches for attaining conserva- 
tion and development objectives in the Basin we must not overlook 
our cherished system of private land titles under which is held, in 
fee simple titles, a large proportion of the agricultural land, includ- 
ing range and woodland. Those holding title may be intensely 
interested, or have no interest in the success of their tract. They 
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may live on the farm, or in a nearby town, or thousands of miles 
away. Soil, slope, topography and climate vary from one section of 
the Basin to another and from farm to farm or ranch to ranch. The 
desires, aptitudes, likes and dislikes of individual farmers and 
ranchers also vary from unit to unit. And so it is that the conserva- 
tion and land use practices applicable on one farm in the upper 
part of the Basin are not likely to be either practical or effective in 
the lower part — or perhaps even on an adjoining tract. The con- 
servation practices and land uses must fit the land and at the same 
time suit its owners and operators. 

The meanings symbolized by the first three words of the Consti- 
tution of our Nation, *‘We the people ...” are at work and are 
brin^g about the conservation and development of the Basin. 
The problems confronted are many and complex. Progress is rapid 
but the job is big. Attainment of objectives will require many 
years. 



AN ENGINEER’S APPEAISAX OP THE MISSOURI 
BASIN DE\TELOPMENT PROGRAM 

John A, Shobt 

Miasouri IhtnsUm of ResmtceB and Development 

I N CONSIDERING the Missouri Basin Development Program 
from an engineering aspect, it seems almost impossible not to 
touch upon certain other aspects such as economic, political, and 
social considerations. Engineering considerations must always take 
into account various other influences. Any good en^eer will recog- 
nize these influences and temper his engineering decisions to some 
degree in accordance with those outside influences. However, these 
outside influences should never be allowed to predominate to the 
point where good engineering becomes secondary. 

The Missouri Basin Program is certainly of national importance 
in many ways. The economy of the area will always be a vital factor 
in the economy of the nation. The bulk of the expenditures being 
made for development come from the federal government, yet has 
any economic analysis of the program, from a national point of 
view, ever been made? Is it desirable to carry on the program at 
such an accelerated pace during this particular national economic 
level? Do we need increased production, in some cases costing 
hundreds of dollars per acre, at this particular time when we find 
it necessary to have price supports on farm products at a high level? 

Soil erosion is depleting the productive capacity of the Basin at a 
rather alarming rate. In order to maintain and increase the pro- 
ductive capacity, it seems logical that soil conservation measures 
should occupy a high priority in any development program for the 
Basin. Strange to say, this matter has received serioris consideration 
only in recent months and very little work has been done to acceler- 
ate the program of soil conservation. On the other hand, irrigable 
land represents a potential productive capacity that does not de- 
teriorate when not in use and can be brought into use at the proper 
time to bolster national production when it is most needed. 

It seems that the first requirement for the Missouri River Basin 
is to enhance the economy of the region to the point where it be- 
comes a national asset rather than a national liability. I seriously 
question whether the development program, as it is now being 
carried out, will of itself accomplish this, I see very little attention 
being ^ven to industrial development. Industry is certainly one 
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important factor in developing the potential economy of the Basin* 
Power produced from the development program may constitute 
some inducement to industry but of far greater importance axe 
transportation costs, markets, capital, labor, and industrial know- 
how. I see nothing in the present program that gives serious con- 
sideration to any of these factors. There are many other resources 
such as minerals and forests which are not receiving the attention 
they should in the program. 

One must conclude that, from an engineering standpoint, the 
planning and execution of the Missouri Basin Program is almost 
entirely backward. The reasons for this are many in number and 
varied in character. In the first place, this nation continues to grope 
blindly for want of a suitable comprehensive national policy with 
respect to resources development. Hence, as a nation, we are totally 
unprepared to squarely face a problem of the magnitude of the 
Missouri Basin Program. The en^neering features contained in the 
Program were planned by various agencies which by law are re- 
stricted to narrow objectives. The Program was authorized by 
Congress hastily as the result of a wave of hysteria resulting from 
the floods of 1945 and 1944 and of the rising tide of sentiment for a 
Missouri Valley authority. It is true that the projects authorized 
had been under consideration and analysis for a number of years, 
but always with limited objectives in mind. 

The first logical step in planning a River Basin Development 
Program is to take an inventory of tiie resources and problems and 
then list them in the order of their relative importance. Planning 
should then proceed as nearly in accordance with this listing as 
practicable. This has not been done to date in the Missouri River 
Basin. 

Engineering for the Missouri River Basin Development may be 
divided into four phases. The first phase is the en^neering planning. 
The second phase is the design of engineering structures. The third 
phase is the construction and the fourth and last phase is the opera- 
tion of the completed structures. A large part of the planning has 
been done although I expect some of it may have to be redone. 
Considerable design of specific structures has been accomplished 
and we are in the process of carrying on the construction at a rather 
high rate. Operational problems to date have not been encountexed 
in major proportions, but they will surely come. In my opinion, 
the planning phase is the most important of all the engineering 
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tasks presented. I think, perhaps, Ihis has been the weakest of aU 
the engineering work. 

Eni^neering design has become a rather set mathematical science. 
Construction under American engineering direction is something 
that the whole nation can well be proud of. Operation becomes a 
matter of making the most of the physical conditions at hand. 
Operations problems can become extremely difficult if the planning 
and designing phases have not been properly carried out. For in- 
stance, if a flood control reservoir has not been properly planned for 
use with other reservoirs in a system or if the design capacity is 
insufficient, certainly operation of that reservoir becomes an ex- 
tremely difficult matter. K irrigation storage is not properly placed, 
or is inadequate because of insufficient data on available water, 
the operating engineer again takes a beating. Certainly, if irrigation 
storage is constructed without a thorough knowledge of the soil to 
be irrigated, considerable difficulty may be encountered. Likewise, 
if drainage problems are ignored on land to be protected by flood 
control reservoirs, or a system of reservoirs, release from the reser- 
voir may well cause trouble. If a stream flows from three-fourths to 
bank full for a long period of time as a result of release from a flood 
control reservoir, or a system of reservoirs, the land adjacent to the 
stream cannot be properly drained and crops will die just as surely 
as if they had been covered for a lesser period of time by flood 
water. I am firmly convinced that some of the land which is now 
considered to be irrigable and on the basis of which irrigation 
storf^e is being considered, may later prove to be unsuitable for 
irrigation, I am also convinced that insufficient attention has been 
^ven to land drainage in general and especially on land below flood 
control reservoirs. 

Some $350,000,000 has been spent on the Missouri River under 
the name of river navigation. Yet, to date, there is no appreciable 
navigation on the river — certainly no amount commensurate with 
the expenditure of funds that have been made during the last 
twenty years. I am “from Missouri” on the question of navigation 
on the Missouri River. I think it would be a fine thing if it would 
develop to the point where it would completely pay its way. I 
question whether this point will be reached and I question the 
en^neering feasibility of producing a navigable channel that will 
encourage the use necessary to offset the cost. I especially question 
the open-channel methods now in use. 
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From strictly an engineering point of view, the present laws per- 
taining to power distribution are not satisfactory. The shortest 
possible transmission distance from the point of power production 
to the point of consumption is the situation which the engineer 
likes to see. Distribution losses can thereby be kept to a minimum 
and the maximum amount of power reaches the consumer. Under 
existing law, public bodies such as municipal distributing bodies 
and power cooperatives receive first priority in the purchase of 
federally produced power. Hence, in order to reach these public 
bodies, longer transmission distances than would otherwise be nec- 
essary will frequently be encountered. I further question the 
adequacy of these laws from a political and social standpoint. 

I am amazed at the popular misconception as to what the Mis- 
souri Basin development program will accomplish. There appears 
to be a feeling that a huge expenditure of Federal money in the 
Basin will automatically insure prosperity regardless of how the 
money is spent. Some people pretend to believe that the program 
will eliminate droughts, floods, blizzards, and grasshoppers. People 
of high standing have been led to believe that construction of reser- 
voirs in the upper part of the Basin will almost entirely eliminate 
floods in the lower river. They consider that the upper states are 
making considerable sacrifice for states in the lower part of the 
Basin. As a matter of fact, if all the reservoirs planned outside of 
Missouri and Kansas were constructed, the people in the lower part 
of the Basin would find it difficult to notice any difference in floods, 
I say this in spite of the large flood reductions that have been ac- 
credited to the Fort Peck Eeservoir. Any honest engineer who 
knows anything about the hydraulic characteristics of floods would 
not claim that a given reduction of peak flow at a certain reservoir 
site would cany un^pninished for hundreds of miles downstream. 

There is widespread misunderstanding as to what a soil conserva- 
tion and improved land management program in the Basin can 
accomplish. The major physical benefit from a good land manage- 
ment program accrues to the land on which the program is placed 
and not from any off-site benefits. I wish to repeat that statement. 
The major physical benefit from a good land management program 
accrues to the land on which the program is placed and not from 
any off-site benefits. If there were a hundred percent participation 
in an optimum land management program throughout the Basin, 
the effect on floods in the lower main stem of the Missouri Biver 
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and its major tributaries would be so small ajs to not be measurable. 
There are technical computations and results of research which will 
verify this but which I do not have time to elaborate on here. 
Please do not get the impression that I am opposed to such a pro- 
gram. I strongly recommend that an improved land use program be 
initiated, or perhaps I should say accelerated at the earKest possible 
date. I urge this because of the great benefit such a program would 
be to the land on which it is placed and not primarily for any off- 
site benefits it would bestow. 

Some experts, in their enthusiasm for “holding the water where 
it falls,” may run head-on into state water laws in the upper states 
of the Basin. Some of the water they expect to trap and use where 
it falls may already be allocated by law to downstream users. 

The destructive effect of silt on some of the large reservoirs 
planned and under construction should not be minimized. How- 
ever, I find that the seriousness of this problem is frequently very 
much exaggerated. As far as possible, soil should be retained in its 
original position on the land. Beyond this point, it is frequently 
more economical from every point of view to trap it in large reser- 
voirs than it is to install costly supplemental works to keep it out 
of the reservoirs. 

Perhaps this paper has been pointed too much toward criticism 
of the Missouri Basin Development Program without much of a 
constructive nature. However, the magnitude and economic impli- 
cations of the program seem to call for aU the honest and straight- 
forward thinking of everyone.- 1 feel that we have not done enough of 
this. The Missouri Biver Basin Program, if properly planned and 
executed, can be of tremendous benefit to the national economy. 
The mere expenditure of federal money will not insure its success. 
Unless the states and the people of the Basin recognize and assume 
their responsibilities rather than depend entirely on the federal 
government, the program will be a miserable and costly failure. 
The economy of a region depends on the resources of that region 
and how fully and wisely the people use those resources. Govern- 
ment can provide some stimuli and assistance, but beyond certain 
limits, it is ineffective. It is ultimately up to the people of the Basin 
to ^‘cany the ball.” 



NEW DIRECTIONS FOR LAND ECONOMICS 
RESEARCH: WEST 

M. M. K£t£0 
Moniana State CaUege^ 

T WO related but dissimilar approaches to this discussion are 
available. One — ^the more usual — rests on advancing a formal 
definition of land economics in order to distinguish it from other 
fields of the parent discipline ‘"economics” and to follow this defini- 
tion by a break-down of land economics into sub-fields with a listing 
of research needs under each sub-field. In such an approach, fine- 
spun distinctions with hazy boundaries are common and tenns 
such as “land utilization,” “land classification,” “land settlement” 
and the like, the content and meaning of which are nebulous and 
more conducive to argument than to agreement among research 
workers, will be found liberally sprinkled through the discourse. 

The other approach — ^the one I will follow — starts with the com- 
mon sense knowledge that there are distressing economic problems 
in our western society that have their roots in the peculiar structure 
of the western natural environment and in the institutions man 
has erected in the West for guiding his behavior in the utilization 
of that environment The focus in this approach is on problemg thus 
rooted in the “land” and in “landed” institutions. Whether all 
of them are problems that fall clearly within the logical categories 
that might be advanced in the first approach is totally unimpor- 
tant. The problems are there; they must be tackled by somebody 
interested, trained and experienced in their analysis. Whether such 
investigations are entered into by organizational units carrying 
“land economics” in their title or by specialists dubbed “land 
economists” is solely an administrative question private to each 
research organization. The crucial matter is to recognize the exist- 
ence of the problems that may be called ‘land economic” problems 
and to assign men of appropriate qualifications to their investi- 
gation. 

The discussion that follows will be concerned with land economic 
problems peculiar to the western United States. They are problems 
that warrant consideration rmder the heading ‘land economic 
research” only because they have a common source in the peculiar 

* Contribution from Montana State College^ Agricultural Expeximent Statkm. 
Paper No. S20 jroumal Smes. 
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structure of the western natural environment or in the institutions 
man has erected in the West for directing his behavior in the utiliza- 
tion of that environment. 

Problems Rooted in the Structure of the Emironment 

The physical environment of the West exhibits pecuEarities of 
great economic consequence. Much of the land economics research 
in the West must, if it is to come to grips with the crucial facts of 
the environment, be directed to such problems as these environ- 
mental peculiarities create. They will be discussed here in three 
categories: (1) Those problems that grow out of a fluctuating, semi- 
arid climate; {%) those that grow out of the peculiar inter-related- 
ness in production of resources located at widely separated geo- 
graphic points; (3) those created by the peculiar importance of 
“multiple-use” of much western land. 

The economic consequences of afivjctvoting semi-arid climate. If the 
question were asked, “What single environmental condition is 
most characteristic of the western United States?” probably most 
persons would reply, “aridity” and some would add the adjective 
“fluctuating.” Yet much of our research into the economics of 
resource utilization rests on “soil surveys” or on “soil and slope” 
classifications* Rarely* except as to areas distinguished by the 
amount of rainfall, do we relate our research to crucial climatic 
differences. 

Frequently of greater importance than soil type or slope and al- 
ways of at least equal importance in the triumvirate of soil, slope 
and climate, are such factors of the climatic environment as amount, 
seasonaEty, time, intensity, and variabiUty of rainfall; humidity 
and evaporation rates; and levels and variability of thermal energy. 
Admittedly the shortcomings in our economic research related to 
climatic factors are due in part to shortcomings in the basic physical 
data. Pirobably we economists should prod the natural scientists 
into giving us better basic climatic data. But in the meantime we 
should undertake research into the economic significance of cli- 
matic phenomena. We should not hesitate to get into analyses of 
basic climatic data ourselves. The work begun by Dr. Marion 
Clawson in the variability sequences of rainfall in the Westi should 

^ Clawson, Marion, “Sequence in Variation of Annual Precipitation in the West- 
ern United States,” Journal of Land and PvMio Utdity EconomicB: August 1947, 
pp. «71-267, 
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be carried further and greatly broadened to embrace other climatic 
factors, and the economic significance of the variabiGty patterns 
developed should be eiqplored. 

We need to do a great deal more research on climate and the 
delineation of “climatic patterns/^ We need to investigate their 
economic significance; their relation to entrepreneurial risk and 
uncertainty; their bearing on economic stability. We need to explore 
means for attaining and maintaining economic stability in a region 
of climatic instability. How can firms “roll up and unroll” like a 
corn leaf to survive in the face of cGmatic changes? 

The economic andyns of the inter-relatedness in 'prodnetion of 
geogra'phically separated resources. Agricultural land resources in 
all areas of the nation exhibit a pattern in which the characteristics 
of the resources at one point are different from those at another 
point. But only in the West are these resources, though at widely 
separate points, commonly organized into single agricultural eco- 
nomic entities. In the West acute economic problems arise because 
the characteristics of the agricultural resources associated in a 
single firm are often widely variant and frequently are not combin- 
able at all or only with great difficulty in proportions that permit 
maximum productivity. Typically in much of the West, the “firm” 
in agriculture is not a localized geographic unit. Often different 
types of grazing and hay lands must be associated in a single firm 
and geographically they may be located many miles apart. The 
pioneering study of sheep migration in the inter-mountain region 
by Hochmuth, Franklin and Clawson is a good example of an excel- 
lent start in research into this problem.* 

Irrigation farming exhibits the same characteristic. The tillable 
area usually is located at long distances from the source of the water 
that may be the limiting factor in the economy of the firm. We 
need to investigate the economic consequences of this condition 
relative both to the firm involved — ^its risks and uncertainties, 
costs and returns — ^and to the community’s and society’s concern 
over the wastes and inefficiencies in the use of water that may arise 
due to this wide geographic separation. 

There is a growing tendency in the West to combine irrigated 
and dry land resources in a single firm even though they may be 
miles apart. What are the economic causes and consequence of 

* H. B. Hochmuth, Earl R. fVanklin, and Marion Cla^raon, Skeep Migration in 
the Inter^Mountain Region. XT. S. Dept, of Agr. Circular 024, Januacy 1942. 
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this development? To what extent should public policy in develop- 
ment of irrigation recognize it in its plans? 

The economio analysis of mttUij>le-me of resources. Nowhere 
else in the United States does the multiple use of resources have the 
economic impact it has in the West. This condition is probably a 
corollary of the condition discussed just previously — ^that resources 
used by single firms are frequently not geographically localized — 
and is also probably a result of the extensive federal ownership of 
resources in the area — a condition to be discussed later. But all 
agricultural economists in the West recognize the complex and 
difllcult economic research problems posed by the phenomenon of 
multiple-use. A single area may be used for grazing by domestic 
livestock and by game for the hunter, for water production for 
domestic use and irrigation, for water impoundment for irrigation 
and flood control, and for recreation. The joint, competing and 
complementary economic relationships are bafl3ing and obscure 
but terrifically important. In the West we need, as we need nowhere 
else in the United States, research into the economic evaluation and 
the economic consequences of this phenomenon. We need research 
that will serve as a guide to the public agencies in making their 
diflScult but necessary decisions as to which use or combination of 
uses in a ^ven area creates the greatest economic return. 

The problem is difficult. But we should not pass it by for that 
reason alone. Only by making a start someplace will paths through 
the tangle open up before us. 

To surnmarize this section of the discussion, most of that eco- 
nomic research usually called land utilization, or land classification, 
or type of farming research should in the West be addressed to 
problems flowing from three significant peculiarities of the western 
environment — ^its variable semi-arid to arid climate, the widely 
separated resources frequently composing or required for the com- 
position of single firms and the multiple-use of much of the West’s 
land resources. 

Prohlems Belated to InstUuMons Erected to Guide MarCs 
XJtUizaiion of the Environment 

Here in the West our utilization of the environment is guided by 
a structure of institutions basically the same as those in the United 
States as a whole. But they exhibit many peculiarities related to 
the underlying peculiarities of the environment already discussed. 
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Land economic research in the West should concentrate on these 
peculiar western institutional differences. For example, private 
property in land is the basic land institution in western agriculture 
as elsewhere. But public property in land occupies a more promi- 
nent place here than elsewhere in the country. Also, “private 
property** in water is a vastly different thing morphologically, 
physiologically, and therapeutically than is private property in 
the land surface. These peculiar differences in western landed 
institutions should be reflected in western land economics research. 

Research in water rights and water law. Elsewhere in the United 
States we have research in “land ownership.*’ Generally such re- 
search is concerned with the human behavior content and economic 
significance of ownership and tenancy. It distinguishes various 
kinds of ownership and tenancy and their relations to resource 
utilization; it describes the economic and social status of the indi- 
viduals who compose the relationships; it analyzes the economic 
relations established between the individuals caught up in the 
tenure restrictions. 

Here in the West private property in water is a crucial and critical 
asx>ect of our institutional structure. But research into water rights 
and water law in any degree comparable to that into property in 
the land surface is noticeably lacking. We need to devote a great deal 
more of our attention to describing the content of water law in 
terms relevant to human behavior, to research into the human 
behavior and human relationships that fiow from water law, and 
to the economic analysis of water rights. We know as little about 
the behavioristic content and economic significance of water ri^ts 
today as we did about property rights in the land surface a genera- 
tion ago. If land economics research is to get hold of something 
vital in the West, it must tackle the “property in water” problem. 

A Ksting of suggestive focal points for research into water rights 
may be helpful. 

1. A description of the significance of water rights in terms that bring 
out their ^'control, liberation and expansion’^ of human behavior in the 
use of water and land surface. To whom do the restrictions and libera- 
tions apply and with what economic consequences; what are the 
magnitudes and costs of the risks and uncertainties of the entre- 
preneurs and other beneficiaries of water ri^ts? 

What are the inter-individual, inter-area, inter-state relations and 
conflicts implicit in water law? What are the inter-use conflicts of 
water that grow out of the content of water rights? 
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S. What are the ^*costs” of water — ^the ‘‘value” of water — ^in various 
situations and under various rights? What are the relations between 
“costs” of water and the “value” of other resources used in conjunc- 
tion with water, notably the land surface? 

4. What are the relations of water rights to resource utilization, to 
entrepreneurial costs and returns, to social benefits and costs, to 
efficiency in the use of resources? 

In these, and in other focal points that could be mentioned, only 
the surface has been scratched by economic analysis — ^frequently 
the surface is unmarred. Land economic research in the West has 
a wide open field and a great opportunity in advancing understand- 
ing of these problems. 

Economic analysis of the public ovmership of resources. Nowhere 
in the United States is the public ownership of resources as wide- 
spread as in the West. The land area of the 11 western states is 
54 percent in federal ownership; on this area is a significant portion 
of the supply of merchantable timber and of the graring resources, 
and well nigh all the recreation and sources of water for domestic, 
irrigation, power and navigation uses. These cold statistics do not 
tell the whole story. Of more vital importance from the standpoint 
of research in land econonncs is the further fact that much of the 
resources on these federal lands is utilized by private entrepreneurs 
for their private profit. Here is another of those situations peculiar 
to the West— publicly-owned resources utilized by private enter- 
prise. Where, elsewhere, land tenure research has been concerned 
with **laadlord-tenant** relations — ^meaning always private land- 
lord-tenant relations — here in the West this problem is predomi- 
nantly one of public landlord-private tenant relations. At first glance 
by the uninitiated, this would seem to be a distinction of academic 
importance only. But upon analysis a host of intriguing differences 
come out that lead one almost to the conclusion that it is a wholly 
different problem. 

Just what is and, of equal importance, what ought to be the 
landlord-user relation between the public agent and the private 
entrepreneur? What are the freedoms and the restrictions placed 
by the relation on the behavior of the public agent on the one hand 
and on the private user on the other? How is the relationship estab- 
lished and maintained? What are the *^risks and uncertainties** 
experienced by the private entrepreneur and by the public adminis- 
trator? What are the economic consequences to the private eutre- 
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preneiir on the one hand and to the public on the other? How can 
the relationship be established and maintained to the maximum 
benefit of all parties concerned? 

Strictly from the standpoint of the economics of the firm, the 
problem presents intriguing facets for study. What is the economic 
impact on the dynamic planning of the firm of the risks and un- 
certainties peculiar to this different kind of landlord-tenant rela- 
tion? What economic consequences on entrepreneurial decision, 
on the combination of resources in production and op the value of 
privately owned resources flow from the fact that “rents for graz- 
ing” on federal lands are administered prices rather than competi- 
tive market prices? On the other hand, how can the interests and 
values of other users of the services of the same land and the inter- 
est of society in the maintenance of productivity of the resource be 
adequately protected? 

Research in this field has barely commenced. Little if any- 
thing was done on it before two years ago. Now the Western 
Agricultural Econoimcs Research Council is sponsoring a re^onal 
research study of the problems of “public land management” 
in the West. To date California, Nevada, Utah, Colorado, Wyo- 
ming, and Montana and the Bureau of Agricultural Econoimcs 
have expressed a keen interest in undertaking research in this field. 
Work has actually commenced in California and Utah. 

Another aspect of the problems growing out of the public owner- 
ship of land in the West is the impact of public ownership on the 
fiscal condition of local governmental units. Where and under what 
conditions does federal land ownership place a fiscal burden on 
local government? Where and under what conditions does it aid 
local fiscal conditions? What arrangements might enhance the 
favorable and reduce the unfavorable effects of public land owner- 
ship on the fiscal condition of local units of government? 

Economic problems of seUlement on new irrigated land. Vast new 
areas of irrigation are either now opening up for settlement or 
are planned for the near future under extensive “river barin” 
development programs in the west. Perplexing questions related 
to the financing of such settlement are unanswered. Traditionally 
on federal projects, the government has placed a tract of raw land 
in the settlers^ hands and installed the facilities to deliver water to 
the high point on the tract. Prom there on, clearing, levelling and 
subjugating the land, erecting buildings and fences, putting down 
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wells, constructing “on the tract” irrigation works, equipping the 
place with machinery and livestock and providing a livelihood for 
the family over the few or many years that all of this may take is 
the entire responsibility of the settler. Either the settler must come 
to the project pretty well heeled financially or it means a serious 
burden of debt. Or the finally “successful” settler may have bene- 
fited from the investments of time and money made by previously 
“unsuccessful” settlers. As in all such situations where heavy in- 
vestments are needed, the pressure of interest charges and the risks 
and uncertainties of debt operating either through the unwillingness 
of creditors or the reluctance of debtors or both, results in an un- 
economic limitation on investment. Such limitations on investment 
often accrue to the detriment of the settler and the public through 
uneconomic production and slow repayment of irrigation costs. 
The question posed is what sources, kinds and amounts of credit 
are best adapted to the job. Government development before the 
settler is put on the tract? Direct government loans for develop- 
ment? Private loans guaranteed by the government? Or should we 
go ahead in the future as in the past? Comparisons should be made 
between irrigated areas where various means of financing have 
been used. Comparisons are particularly possible between no de- 
velopment and full development because full development was 
practiced on the Wheeler-Case projects constructed before and 
during the war whereas no development has been traditional on 
Bureau of Reclamation projects. 

These are the new directions for land economics research in the 
West. The starting point for these new directions is any socio- 
economic problem arising directly from the peculiarities of the 
phj^cal enviromnent or from the institutions erected for guiding 
use and enjoyment of that environment. 



SOME NEW DIRECTIONS OF LAND ECONOMIC 
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T he directions of research discussed in this paper concern 
problems associated with: 

1. The "urbanization*' of the open country. 

St, The retreat of the extensive margin of arable farming. 

3. The geographic localization of farm income differentials within areas 
suited to farming. 

The first of these phenomena is relatively new in many areas. The 
other two are older, but research methods and ideas for meeting 
problems are changing. 

The ^^Urbanization'' of the Open Country 

I refer here to problems arising from the development of a non- 
farm segment within open-country populations. Issues raised by 
concentrated urban expansion along rural-urban fringes are not 
included. The urbanization of the open country is less spectacular, 
but has far reaching implications. In New York and a number of 
other states a majority of the wcarking people in many rural com- 
munities are not employed on full-time commercial farms operated 
under their own direction. A large number of these nonfarm people 
are employed in manufacturing, trade, and service industries at the 
present time. When these employment opportunities contract* 
many of them will be in the same position as similar workers in the 
cities. Some hope that a small acreage — often of poor land — can 
provide them protection against a depression. Most will be disap- 
pointed, as they have been before. Full-time commercial farming 
no longer is a business one drifts into and out of in response to 
variations in an off-farm job. 

Most nonfann open-country residents live in an economic world 
distinctly different from that of their farmer neighbors. They are, 
nevertheless, a real part of the rural community. They own part 
of its tax base, drive over its roads, send their children to its 
schools, and share generally in the community life. Many of them 
were raised on farms, so ftey are at home in farm surroundings 
even though they are no longer in the farmer's economic world. 
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How can people in different economic worlds live together in 
social harmony and economic justice under these circumstances? 
How should they share tax burdens? How can agricultural service 
agencies serve part-time as well as full-time farmers? What urban 
service agencies might extend their activities to rural people in the 
urban economic sphere? How can the nonfarmers, especially the 
^‘agriculturally disinherited” among them, be made aware of the 
difference between farming to reduce living costs and farming that 
can compete on a commercial basis? How can everyone be made 
to realize that the gulf between the economic worlds of nonfarmers 
and farmers is wide, even though both call the same community 
home? 

These questions indicate an area of research opportunity. Not all 
of it lies in the field of Land Economics, but a share of it is here. 
The area is not an entirely unexplored one. There have been studies 
of rural community adjustments to urban influences, of the relative 
merits of urban and rural homes for city workers, and of part-time 
farm operations. The subject needs to be re-examined, however, 
from broader points of view. Studies now are under way to identify 
and coimt the members of important segments in the open-country 
population. This is the first step and one that cannot be by-passed 
via Census data. Recent publications report such counts in New 
York and Illinois. In parts of four scattered counties in New York 
only one-quarter to one-third of the open-country residents operate 
full-time commercial farms by even a liberal definition. The Illinois 
publication reports that in one southern county of that state only 
one-third of the household heads in the open-country are employed 
solely in farming. These studies are a beginning in a potentially 
important area of investigation. 

The Retreat of the Extensive Margin 

Experience indicates that land abandonment is a continuing 
process in the Northeast. Observation indicates that we have not 
solved the problems raised by this process where it stood ten years 
ago. These problems are quiescent now because of economic forces 
outside our direct control. They certainly will be outlined in bolder 
relief in the near future, and we will be worrying again about the 
fate of some of the identical parcels of land so much discussed last 
time. 

The abandonment of land once used for full-time commercial 
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fanning in states like New York appears to be much less the 
consequence of soil erosion, mistakes in land settlement and 
farmer ignorance of optimum factor combinations than the conse- 
quence of technical and scientific progress. This progress has in- 
creased yields most where yields already were highest and cut costs 
most where costs already were lowest. It is an accident, perhaps, 
but in this part of the country, progress has not greatly disturbed 
the relative economic-opportunity positions of various grades of 
land. It has stretched, however, the range of the economic-oppor- 
tunity scale. We can reasonably expect a continued stretching of 
this scale in the Northeast, and expect land as well as agricultural 
workers to be technologically displaced in the future. 

Some claim submarginal land does not exist. This is quite pos- 
sible in pure logic where the land market is made perfect, where 
there are no skewed distributions in command over capital, where 
buyers and sellers of land are omniscient, and where taxing proc- 
esses operate ideally. In the real world, little land that has passed 
by default from fulltime commercial farming can be used by private 
individuals in any way now known to obtain going rates of return 
on normal investment and labor. I am forced in honesty, however, 
to say that most of the abandoned land is in private hands today 
and that most of the taxes on it are paid in full. Whatever in the 
way of an economic skeleton still exists (outside of the houses) is 
supported in a large measure by capital replenishment from out- 
side. It is when this replenishment stops, as it must in a depression, 
that submarginal land problems reappear. 

What is to be done? The biggest job is teaching people the nature 
of the land abandonment process. It is easier to explain nuclear 
fission to many persons than it is to explain land abandonment — 
they have fewer preconceived notions about nuclear fission. Men 
believe in the land they live by, even though they do not live by it 
very well. They also find it difficult to concede that new machines, 
plants and animals, by which poor land can be made to produce 
more with less human effort, can make that land worth less on the 
economic scale. These things can be taught, however. We also can 
teach the techniques by which differences in land can be identified 
and their sigmficance spelled out. The teaching of these things can 
help to dry up the capital replenishment that supports misguided 
attempts at farming, and supports artificially high land values and 
taxes, in what are now submarginal land areas. This, perhaps, can 
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open the way for the economic development of these areas by 
private forest, grazing, and other extensive land using enterprises. 
Then a claim for the non-existence of submarginal land can hold 
a greater share of truth than it does now. 

Research can explore the economic possibilities of alternative 
abandoned land uses, examine alternative institutional arrange- 
ments affecting private enterprise on this land, and consider public 
enterprises that might be estabhshed in these areas. It has been 
recommended more-or-less as a matter of course that abandoned 
land be returned to forests, without a careful investigation of the 
economic returns promised by forestry. Forestry has been promoted 
as a religion rather than on the basis of hard economic facts. As a 
religion it has made meager progress in comparison to its potenti- 
alities. Economic facts may reveal the bottlenecks. Grazing, recre- 
ational and other extensive uses also can be investigated. 

The Localization of Farm Income Differentials 

Research to discover reasons for variability in incomes from farm 
to farm was begun in this country some years ago. It probably was 
recognized ahead of time that the functional relationships under- 
lying this variability are very complicated. Progress has been made 
however, and various patterns of stochastic causal and associative 
relationship have been discovered. One of these patterns is geo- 
graphic. Farmers in certain areas have been found generally to be 
maJdng higher incomes over the years than farmers in certain other 
areas. It also has been found repeatedly that these income patterns 
often are associated with geographic patterns in such physical fac- 
tors as soil, climate, topography, and location. 

The land classification system now identified with Cornell 
University grew directly out of these findings in farm management 
research. This system has as its fundamental supposition the 
generalization that there are geographically localized differences in 
farm incomes within such areas as states and counties, that these 
are mappable at a reasonable level of categorical and cartographic 
detail, and that they persist long enough to give these maps a 
sufficiently long useful life to justify the cost of making them. It 
has as a closely related supposition the idea that localized income 
differences are associated with physical land differences. Numerous 
operating assumptions also have been necessary. These also have 
been based upon farm management research findings. The use of 
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the roadside farm appraisal (the widely known, so-called building 
classification) has involved one of these operating assumptions. In 
this case it is assumed that the evident appearance of a farm and its 
buildings is related to the income of the farmer. The fundamental 
suppositions establish the general character of the classification 
system. The operating assumptions are used in carrying out the 
classification processes involved in the system. Operating assump- 
tions may be changed or replaced within limits without changing 
the essential character of the system. Actually, however, the distinc- 
tion between fundamental suppositions and operating assumptions 
was not clearly recognized early in the classification work. 

A variety of farm characteristics always can be found in any 
area that are related, causally or otherwise, to farm income. In 
New York State intensity of land use, as inputs per acre, is one 
factor generally related to farm income. There are others simi- 
larly related, but as it happened, intensity was chosen early in the 
classification work and explicitly advanced as the classification 
criterion. Among the other farm and land characteristics that are 
related to past and probable future incomes in various degrees, a 
group was chosen that offered the advantage of being easily ascer- 
tainable, usually on rather rapid visual inspection. These were 
termed the ‘‘bases” of classification. They included principally the 
outward appearance of farms and farm business, kinds of crops and 
other vegetation on the land, soil characteristics, and assessed 
valuations. These particular farm and land characteristics were 
found to be suitable indicators of farming success in the areas of 
the state where classification work was begun and were made a 
part of the classification routine on that basis. 

Fundamental suppositions, criterion concepts, and operating as- 
sumptions were confused with one another in the standardized 
classification routine that crystalized out of the early classification 
efforts. This routine was adequate m the areas where it was bom, 
but is not suited to all major areas of New York. It is unsuited, 
moreover, to many areas outside New York, and workers elsewhere 
often have been unable to separate from it the ideas that m i gh t 
have been useful to them. 

Regardless of the deficiencies we think we see today in the 
ori^al form of the system, it, nevertheless, was outstandingly 
successful in the circumstances where it first was applied. It was 
simple, and at the same time portrayed differences farmers them- 
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selves could see when they stopped to look. I think this relatively 
simple device has contributed more to a general understanding of 
land use problems in New York State than any other single ac- 
tivity. The system also represented a fundamental departure from 
established land classification systems at the time it first was 
advanced and for this reason it stimulated basic thinking about 
land classification. Up to that time no major classification system 
had discriminated among levels of economic opportunity within 
major use areas. This feature of the system still seems to have no 
meaning to some land economists. I shall attempt later to show 
how an acceptance of traditional theories of land use and farming 
returns can cause a blind spot in one’s comprehension at this 
point. 

The recent re-examination of the system by workers at Cornell 
was prompted by the apparent unsuitability of the original routine 
in certain areas within the state and also by a desire to spell out the 
fundamentals of the system in a manner more widely applicable 
and understandable. In this they have drawn heavily on the work 
of men who have applied the fundamental ideas of the system to a 
variety of conditions both in the United States and Canada. 
Workers in Virginia, Canada and the State of Washington have 
contributed especially. Attempts also axe being made to tie the 
system into traditional theories of land use and farming returns. 
This can provide logical shoring for inductively derived notions 
and a linguistic common denominator for those who approach 
land problems from established theory and those who approach 
them via the everyday problems of farm management. 

As visualized now, the land classification methods being used at 
Cornell have more in common with farm appraisal techniques than 
with any other clearly identified process in this general field. The 
methods and the thinking go well beyond a mere estimate of 
probable sale price, however. They go into that area where lie part 
of the factors determining such things as debt repayment ability. 
In this respect, then, an application of the system parallels the 
work of a qualified loan representative, who not only estimates sale 
price, but also recognizes farm income differentials that lie beyond 
this. The land classifier, of course, tries to visualize a farm in terms 
of a farmer typical of the area, rather than to evaluate the ability 
and integrity of the individual fanner. His appraisals also are much 
more hasty and his results are recorded in a categorically and 
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cartographically generalized form. The intent is much the same, 
however. In fact, the land classification system now is referred to as 
an income-expectancy type of classification. 

In this form, the large judgment element present in the system 
is obvious. It can be judgment objectively exercised, however, and 
surely is judgment in an area of immediate practical concern to 
farmers, farm lenders, agricultural service personnel, governmental 
agencies, and many others. With judgment elements clearly recog- 
nized and with fundamentals separated from expeditious adapta- 
tions, it is possible to critically analyze the system and to ou^ne 
directions of thinking and research that offer promise of improving 
it. It is possible also to visualize the likely usefulness of the system 
in new circumstances. 

First, however, we should clear up some inconsistencies between 
the fundamental suppositions of the system and established 
economic theory. As always, we must accept the theorist’s dis- 
claimer to exactness and complete generality. We must hold him, 
however, to portraying central tendencies in stochastic relation- 
ships through time and space, if he means to have his theories 
approximate real world situations. With this central tendency idea 
in mind, we can say that traditional theory categorically denies 
the possible truth of both the principle and associated suppositions 
of the income-expectancy system of land classification. In tradi- 
tional theory, land either is made a residual claimant, or is attrib- 
uted a marginally imputed share. In either case, non-land input 
factors are assumed to be mobile in varying degrees and to seek 
maximum returns across land grade lines. It is presumed, then, 
that these factors in time attain a substantial degree of equality in 
returns for equal input effectiveness everywhere they are employed. 
Types and intensities of land use are adjusted to equalize marginal 
productivities for all inputs in all directions of application. The 
land market capitalizes the share left for, or imputed to, land in 
establishing the market price of this input factor. All dollars in- 
vested in land at going market prices thus earn equal rates of 
return everywhere. In this body of reasoning, then, a farmer should 
receive neither more nor less for either his time or his capital than 
any other farmer, imlpHs his time or his dollars are more or less 
effective input factors. 

This theory leaves no place for persistent geographic localizations 
in farm income differences, except under some rather far-fetched 
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assumptions. The most often promoted assumption of this kind 
maintains that geographic differences in farm incomes within most 
limited areas are the consequences of geographically localized 
differences in the managerial abilities of fanners. There are both 
empirical and logical items of evidence to refute this notion. The 
idea appears especially out of place when one leaves the marginal 
zones and makes comparisons between high and very high farm 
income areas. Similarities in cultural and educational backgrounds, 
intermarriages for that matter, seem to rule out the hkelihood of 
inherent differences in farmer abilities. If the differences are 
acquired, then there must be an esrternal cause. Even not acquired 
there may be a sorting of managerial ability by grade of land. But 
why should differences in managerial abilities become localized 
without an external cause? If, indeed, economic opportunities are 
the same on all land, why should the more capable farmers gravi- 
tate to areas where soils axe deeper, and the land naturally better 
drained, better watered, less steep or otherwise physically better 
suited to agricultural operation? 

Actually it seems quite meaningful in the real world to consider 
the price a farmer pays, or promises to pay, for his farm as going a 
long way toward determining his degree of subsequent financial 
success, and then to focus attention upon the characteristics of the 
land market and of the participants therein. The land market 
comes far from embodying a theoretically perfect process, its 
participants are far from omniscient, and they come to it on widely 
unequal footings. Most farmers do not possess sufficient knowledge 
of land over wide areas to justify a contention that the prices they 
establish in buying and selling farros represent an accurately cap- 
italized value of any explicitly recognized return. They do recognize 
some differences in land to be sure, but there are good grounds for 
expecting them to underestimate the actual differences and there- 
fore to average their prices across land grade lines to a considerable 
extent. 

There also is a highly skewed distribution in command over 
capital among farm purchasers. Many people have the price of a 
cheap farm, but few have what it takes to buy a high priced one. 
Almost certainly this skewed distribution in command over capital 
causes more intensive bidding at the lower end of the price scale, 

I/ack of complete knowledge and a skewed distribution in com- 
mand over capital combine with desires to be ^‘one’s own boss” and 
desires for security, to produce an actual land market that is far 
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from tlie theorist^s ideal. The discrepancies between the actual and 
the ideal follow a generally systematic pattern, however. They are 
such that degree of financial success in farming very commonly is 
an increasing function of land price. There are definite limits, 
however, to the generality of this relationship. Where differences 
in land are sharp and clearly recognized and where capital is 
equally available to the groups on each side of such land lines, this 
relationship ceases to hold. For this reason we often find equal 
economic opportunities between highly priced land areas in irriga- 
tion districts and cheaply priced lands in grazing areas above the 
high-line ditch. For this same reason, too, we find roughly equal 
average opportunities in farming between Wyoming and New 
York. Land in Wyoming is not confused in any buyer’s mind with 
land in New York, even though land within either state may be 
confused with land farther down the road. 

It is in this general fashion that the income-expectancy system 
of land classification is being tied into established theory and given 
logical support. 

With this background let us turn to thinking and research that 
might improve the present income-expectancy system of classifica- 
tion. The following are possible directions such thinking and 
research might take: 

1. Toward a more precise expression of what is meant by income 
expectancy. 

2. Toward a re-examination of the suitability of various easily 
observed or measured indicators of income, toward a quest for 
new indicators, and toward refining techniques for stepping 
from indicator information to income estimates at the indi- 
vidual farm level. 

3. Toward more precise technical definitions of land classes as 
cartographic groupings of farms. 

4. Toward more systematic procedures for drawing the land 
class lines that create the cartographic groupings of farms, and 
toward devising and applying more refined statistical tech^ 
niques in measuring the “goodness** of a given set of lines and 
in maintaining uniformity within land classes among widely 
separated areas. 

The making of income-expectancy land class maps will remain 
a judgment process, in large measure, regardless of the th inkin g 
and research that is done. The classifier must add up a large 
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amoimt of information that can never be summed reKably in any 
mechanical manner. He also must look into the future if his work 
is to be most meaningful. Judgment processes can be ordered and 
aided, however, and tibe kinds of activities suggested above would 
help in this way. 

Farming returns, and therefore farm income expectancy, can be 
measured in many ways. In land classification work the particular 
measure adopted may vary with the objectives and circumstances. 
In an area where farms are predominantly family-sized and 
owner-operated, the farm management measure known as *labor 
earnings” is likely to be appropriate. For land classification pur- 
poses, however, such a measure should be modified to span a period 
of years, perhaps the ordinary working life-time of a fanner. 
Generally, the measure chosen should be one whose values will be 
closely correlated with such things as debt paying ability and 
general level of living. For special purposes and in certain circum- 
stances labor earnings per man would be a suitable concept. Other 
concepts may be appropriate in other instances. A “typical” or 
“modal farmer” concept also must be part of any expression of 
what is meant by income-expectancy. We do not classify land for 
specified individuals but for the “most likely” individual. 

In any case, however, the land classifier will not often be able 
to measure even actual past incomes in the areas he classifies. He 
seldom has the money. Instead he must use easily observed or 
measured indicators. The appearance of a farm is such an indi- 
cator. Soils can be indicators; so can kinds of crops, size of farm 
business, rates of production, market value of capital, and other 
farm and land characteristics. These factors possess indicative 
value to the extent of their correlation with long-run incomes. 
They need not be causally related to income to be useful in the 
classification process. Their relationship to income need only be 
stable in a known space and time. It is obvious that some indi- 
cators are likely to be more satisfactory than others. The usefulness 
of an indicator depends on its cost, on the one hand, and its close- 
ness of relationship with long-run incomes, on the other. An 
adequate interpretation of indicator information of any kind must 
rest upon a knowledge of regression functions. These regression 
functions need not be continuous and precise, but they must make 
it possible to put individual farms into significantly different in- 
coine-e:q)ectaucy categories. 
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At present tbere are no technical definitions of income-expect- 
ancy land classes. It wiU be very diflScult to construct such defini- 
tions. Land classes are cartographic units and each unit nearly 
always must contain the full range of universe values if it is to be 
of reasonable size and not unreasonably awkward in shape. Land 
classes can be distinguished most meaningfully in terms of various 
characteristics of frequency distributions. They should not be dis- 
tinguished exclusively in terms of one characteristic of these distri- 
butions — ^the arithmetic mean, for example. I believe that the task 
of defining land classes in technical terms offers a real opportunity 
for imaginative thinking. 

The development of systematic procedures for drawing land 
class lines is an even more diflScult task than the construction of 
land class deflLoitions, though closely related thereto. It is strictly 
an art at present, even when individual farms have been assigned 
to suitable categorical income-expectancy classes and the cor- 
responding designations noted on maps. In drawing these lines 
attention must be given to the spatial distribution of farms with 
different characteristics, as well as to the kinds of frequency 
distributions shown on the tabulator when the job is finished. 
Statistical measures can be used as partial tests of the goodness of a 
classification and may replace to some extent a need for systematic 
procedures in the drawing of lines. No statistical measures yet 
known, however, can reflect satisfactorily the spatial element. 

It is possible to visualize a more “scientific” income-expectancy 
classification of land (perhaps we should say, of farms), but there 
are plenty of unsolved problems along the way. 

I should not close this paper without pointing out explicitly that 
the income-expectancy system of land classification is not the long 
sought ideal that does all things for all men in all circumstances. 
There are instances where geographically localized differentials in 
farm incomes do not exist in a mappable pattern, cases where 
dispersed non-contiguous operations make mapping on a farm unit 
basis impossible, cases where major use issues are paramount and 
must be settled before any persistent pattern of incomes will 
crystallize, cases where institutional arrangements constitute the 
most significant limiting factors, and cases where the problems at 
hand involve helping a population on the land keep body and soul 
together in an unfavorable situation from which it cannot escape. 
In a number of widely separated areas, however, the system has 
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proven valuable. Maps made -with it have helped many private 
individuals and organizations directly and have helped others 
indirectly by serving as guides in the formulation and promotion of 
governmental programs and policies. Such maps can help solve a 
general problem in so far as lack of information underlies differen- 
tials in economic opportunity upon the land. 

Is the making of these maps research? I will side-step this by 
saying that a land classification program of this type often can 
form an important part of a departmental research program. It can 
identify significantly different strata for sampling purposes and it 
can aid materially in constructing the kinds of observational de- 
signs that are beginning to be suggested in farm management and 
related fields. It also can form a nucleus around which it is possible 
to organize ideas of what constitute optimum combinations of 
factors of production on various lands. 

DISCUSSION 

Melvin L. Upchdrch 
Bureau of AgnmUural Economics 

Professor Conklin says that land economists in the northeast will be 
concerned with problems related to the urbanization of rural areas, retreat 
of the extensive margins of agriculture, and with land classification. Let 
us not condemn too readily the urban employee for wanting to live in the 
country. Although social security has improved his economic position, his 
real problem is that of maintaining urban employment rather than proper 
adjustment to his rural environment. He may need some help in under- 
standing the limitations and possibilities of his part-tune farming venture. 

Prom Professor Conklin we have again heard about the “Cornell land 
classification system.’^ (The fact that it is a farm classification system he 
parenthetically admits.) Drawing lines on a map around areas of good 
farms and around areas of poor farms may be a desirable starting point 
for research in land economics. Such a procedure graphically illustrates the 
occurrence of certain observed characteristics in much the same way that 
a bar chart graphically portrays the occurrence of items in a statistical 
array. The delineation of areas having certain characteristics is valuable 
for extension work and for other purposes. We do not need, however, to 
rationalize the making of a bar chart by referring to economic theory. It 
does not take a theorist to observe that some farmers have high incomes 
and some low even when the observation is made by visual inspection of 
his buildings or other assets rather than by an accounting system. It may 
take a good theorist, however, and painstaking research to discover why 
some farmer’s incomes are high and others low. 

Perhaps a fruitful way to consider what is new in land economics re- 
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search, at least in the West, is to consider the major trends in land use and 
landed institutions. In the West we have seen a rapid expansion of ir- 
rigated land in recent years and will see further expansion in the near 
future. Secondly, we have seen in recent years much greater control ex- 
ercised over our public and private range lands and in the near future I 
think we will see a much more intelligent and intensive use made of them. 
These two major trends in the West should be of primary concern to land 
economists. 

In the field of irrigation, land economists have much to do. We must 
study further the economics of orgamzation and operation of irrigation 
districts and other institutions peculiar to irrigated farming. This list is 
not at all exhaustive. There are many other problems that need attention. 

We have much to do in the field of the economics of range land use and 
control. Experiments to determine how we may practically increase the 
production of feed from range lands are of fairly recent origin. These ex- 
periments are showing rather startling i>ossibilities. The economists have 
much to contribute in helping to determine how we can use range land 
more intensively. Problems of ranch organization and management are 
involved. 

Land economists in the West must be aware also of the fact that govern- 
ment, all levels of it, is a more direct factor in the economic environment 
of western agriculture than in other regions. It is not uncommon for a 
western producer to deal with one or two or more government agencies to 
obtain grazing for his animals; he deals with another to help him control 
predators. He irrigates his land with water, the right to which is protected 
by the state. This water is brought to his place by a municipal corporation 
which collects for this service through the county taxing mechanism. This 
municipal corporation may, in turn, receive the water from a federal 
project or a public corporation. It is evident that the actions of government 
are a vital and determining force in western agriculture, as vital perhaps 
as the prices received and costs incurred in production, A new direction in 
land economics research would be to develop techniques for properly 
evaluating this factor in our economic analysis. 


DISCUSSION 

ViRQiL GujMan 
Extension Semoe, U,8J),A^ 

In my discussion of these excellent papers I want to direct my re- 
marks to lyiflicing land economics research useful. In organizing and carry- 
ing out any research project many things can be done to facilitate the 
utilization of the final results. It is necessary to develop a clear idea not 
only as to wkat, but also as to whose^ problems we are tacklmg; in other 
words, whose land use interests are involved and who the users of antiri- 
pated research results will be. THiis helps focus the analysis and aids in 
selection of illustrative materials that will appeal to the users. 

Participation by people who live upon and use the land is of great ixn- 
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portance. As prime movers whose initiative and cooperation is essential in 
any program of land use adjustment they have an important layman’s 
contribution to make in identifying the problem and assistmg with certain 
phases of the study. I wish to emphasize this point above all others in these 
comments of mine. A close, progressive, working understanding between 
the man of science and the man of the soil is, I feel, of fundamental im< 
portance in paving the way for the utilization of research results. 

In passing it is important to note that land economists can very properly 
carry on some research for the purpose of improving their own science; for 
example research work regarding such things as land classification, land 
valuation, the application of theories of location, and the character of 
institutions affecting land use. 

Both papers stress the great importance of basic physical data. One of 
the fine things about the income-expectancy classification discussed by 
Dr. Conklin is its careful tie-in with soils and other resource data. Dr. 
Kelso’s proposal for studies of the economic consequences of a fiuctuating 
semi-arid climate should yield very useful information. Men everywhere in 
the West are intensely interested in the weather and its bearing on prob- 
lems of risk, uncertainty, and economic stability. I feel that we need much 
more information on soils, especially expressed in terms of potential pro- 
ductivity under alternative soil management plans. 

I was much interested in Dr Kelso’s discussion of the inter-relatedness 
of geographically separated resources. The factor of distance is important 
but so is the factor of pattern; the many area combinations in which re- 
sources occur. His suggestion for research into this problem in terms of 
agricultural operating units is an excellent one. However, since agricultural 
uses are often intermingled by areas and geographically with non-agricul- 
tural uses, an analysis of agncultural operating units might well be ac- 
companied by an economic analysis of non-agricultural uses. I wonder if 
land economics research doesn’t often neglect the economics of forest, 
grazing, recreational, and watershed use. Dr. Kelso in his discussion of the 
need for economic analysis of multiple-use resources, and Dr. Conklin in 
his c^cussion of important research opportunities in exploring the eco- 
nomic possibilities of alternative abandoned land uses point out this short- 
coming quite clearly. 

Heco^ition of legal institutions as factors affectmg the use of land re- 
sources is most properly emphasized in Dr. Kelso’s paper. An economic 
^aJysis is much more useful when accompanied by an analysis of the 
institutional framework within which economic activity is carried on. 

Bega^ing the economic analysis of public ownership of resources I 
wonder if it wouldn’t be more feasible to look upon the whole tenure struc- 
ture as a coTnbinatioii of public and private rights and to analyze both t3^es 
together. I feel that the goal we seek is a good combination of public and 
private use rights. The necessity for such a combination grows out of the 
vamd character of our Western land resources, the natural overlapping of 
private and public interests at many points, and the natural, desirable, and 
inevitable int rminglmg of two or more types of use in many areas, 

I was much impressed with Dr. Conklin’s discussion of an income- 
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expectancy type of land classification. He indicated that this relatively 
simple device has contributed more to a general understanding of land- 
use problems and land economics processes in New York State than any 
other single activity. This indicates that this procedure is a useful recon- 
naissance way of looking at farms and at land in a systematic manner. 
I am familiar with a similar classification made in a number of Washington 
counties and I am certain that the maps and accompanying descriptions 
made there have been an eye-opener to many who were not aware of the 
great variation in soils and farm income from area to area. 

Hr. Conklin makes a statement to the effect that the income-expectancy 
system of land classification is not the long sought ideal that does all things 
for all men in all circumstaaces. This leads me to make an observation of 
my own, namely that any one general land classification procedure, like 
any one general economic theory, is often inadequate or unsuited to a 
particular problem situation. I am inclined to look upon land classification 
as a type of tool the design of which must be varied, sometimes radically, 
to fit the time and the 'place and the problem. I feel, too, that any economic 
classification map is apt to be a broad generalization based on many types 
of information. Any generalized land classification map needs to be ex- 
plained in terms of soils maps, type of farming maps, land use data and 
other types of specific information on which the generalization is based. 

Hr. Conklin’s discussion of the need for bringing up to date our knowl- 
edge of the urbanization of open country areas is certainly timely and his 
list of questions is an excellent one. This urbanization development is not 
peculiar to the East; we have Western versions of it in the Pacific Coast 
States; here in the Rocky Mountains, and even in desert areas in the 
Southwest and the Great Basin. I have long felt that we are too prone to 
divide the economic universe into two big subdivisions, “agriculture” and 
“industry,” and to overlook a broad middle zone of economic activity and 
living that is some mixture of the two. 

I agree with Dr. Kelso that the economic problems of settlement on new 
irrigated land are going to need a lot of attention. His discussion is largely 
in terms of public policy and program problems of financing development. 
In addition, as he indicates, there are many farm organization, farm 
management and family living problems on individual farms. Some prog- 
ress has been made, some excellent research work has been done, but we 
still have a long way to go. 

In reading the papers given here and in reflecting on the scope of land 
economics, I am much impressed with the fact that land economics is 
indeed a social science; perhaps the most social of them all. I say this be- 
cause of the number of other disciplines with which the land economist is 
constantly in touch — ecology, farm management, sociology, political 
science, public administration— to name major ones. I understand that the 
modem trend throughout the world of scientific scholarship is to try to 
bring workers in the various fields of science into closer working relation- 
ships with each other on a team work basis. If this is true, then there is in 
land economics a point of view, a method of operation, and a background 
of experience that is very much in tune with the times. 



DEVELOPING AND APPLYING PRODUCTION 
FUNCTIONS IN FARM MANAGEMENT 

. JsvjNQ F, Fellows 

University of Connecticut 4J^ 

P RODUCTION functions are being discussed with increasing 
frequency in economic and related Kterature. Actually, 
economists are adopting new terminology to express old ideas. In 
the mathematical sense, a function is simply a description of the 
definite relationship that exists between variables. Research in 
farm management has long been aimed at the discovery of such 
relationships. Outstanding examples are the studies in the 1920^s 
by Dr. Spillman of the relationship of crop yields to fertihzer ap- 
plications. Later, the pioneering work of Tolley, Black, and Ezekiel 
initiated input-output studies covering many problems. Dr. Jensen 
and co-workers in the field of dairy husbandry made a major con- 
tribution with their research on the relationship of milk production 
to feed intake. These studies and countless others, whether they 
used the terms production coefficients, crop and livestock response, 
or input-output ratios, all sought to establish relationships between 
variables so that prediction might be made with greater certainty. 

Adopting the terminology of production functions has several 
advantages. As mathematics becomes a tool of the economist in 
the expression of ideas, it is helpful to adopt the definitions of that 
discipline. A common language assists in comprehension and solu- 
tion of problems. Mathematical manipulation of a function is pos- 
sible and leads to greater precision and facility in the use of cost 
curves. Total, average, and marginal cost concepts can be expressed 
and integrated. "When the interrelationships of several variables 
upon a dependent factor is studied, graphics can no longer serve 
and the function equation must take its place. More and more 
often, production economists are asked to evaluate response when 
the influence of several factors are felt simultaneously. 

Production functions are useful at several levels in farm manage- 
ment research. In the phase of agricultural policy that affects 
agricultural production, functions can be used to summarize the 
relationships between aggregate factors. This knowledge could be 
helpful in determining the impact of policy and the adjustments 
that might occur on farms, between farms, and between areas. 
Some attempts have been made to develop production functions 
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showing the relationship between organizational characteristics 
and farm output for groups of farms. Heady, Tintner, Brownlee, 
and associates at Iowa State College have published several papers 
dealing with this level of use. The most common level has been 
one concerned with crop and livestock response to variable condi- 
tions. Most of this work is well within the scope of the physical 
production scientists. Examples of such research are familiar to all 
and need not be elaborated here. 

In farm management research and extension at Connecticut, we 
have taken the position that it is at this latter level — physical 
production response — ^that production fimctions can be of greatest 
help. True, such research lies within the technological sphere, but 
therein may be one of the greatest benefits. Farm management may 
be considered as an integrating vehicle for physical production 
data. By the application of price or cost information, input-output 
relationships can be appraised to determine combinations that will 
achieve given ends — efficient resource utilization or profit ma3dmi- 
zation within welfare considerations. Cooperation with the physical 
scientists helps to indicate to each group the problems and needs 
of the other. 

The decision stems also from another tenet — ^that the grouping 
of farms on a type-of-farming, type-of-enterprise, size-of-business 
or any of the familiar bases used in farm management has generally 
failed to give help to individual farmers in their management prob- 
lems. Efficient resource utilization, within the framework of the 
limitations that exist on each farm, cannot be achieved by resorting 
to the factors-affecting-farm-profits approach derived from group 
data. Across-the-board recommendations to increase crop indices, 
to decrease investment per animal unit, to enlarge the size of busi- 
ness, and the like, are in opposition to primary principles in eco- 
nomic theory and underestimate the individual management prob- 
lem. 

It was on somewhat similar grounds that we chose not to use pro- 
duction functions descriptive of organizational characteristics from 
groups of farms. If these functions are used to initiate adjustments 
on individual farms, the same criticism can be made as of the factor- 
analysis approach whidi tends to recommend the general applica- 
tion of specific management practices. 

Farm management as a science and an art is a much more subtle 
problem. It is a tremendously personal problem, too. Each situation 
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is filled vdtli human and environmental conditions that border on 
uniqueness. Yet if we assume rational action, we have available the 
economic theory and the mechanics to help meet this problem. 
Using physical production functions as our building blocks and 
applying price or cost data, it is possible to synthesize economic 
models. After they have been altered to meet real limitations that 
may exist on a particular farm, the models can serve as goals or 
objectives that indicate possible directions of adjustment. Also 
indicated are the changes that are necessary in resource organiza- 
tion and use, an approximation of the costs in terms of expendi- 
tures, an estimate of returns, and the impact upon personal value 
systems and existing habits. We believe such a program brings help 
to the individual farmer in his role as an entrepreneur. Alternative 
opportunities are set up and with each is associated the manage- 
ment practices that are required and the returns and costs in mone- 
tary and human values. With this knowledge each operator is then 
able to choose which alternative maximizes returns within his value 
system. 

Having defined production functions and discussed their useful- 
ness in general, and in particular for farm management research 
and extension in Connecticut, perhaps it is time to make a major 
confession. In my opinion, adequate physical production functions 
are not available now nor will they be in the reasonably-near future 
unless there occurs a marked changed in agricultural research. 
Research on farm problems has been done at scattered points 
throughout the country. Scientists working within this framework 
have naturally worked on those problems of greatest interest to 
themselves and to farmers in the area in which they are located. As 
a result, spotty coverage has been given fanning problems. More- 
over, because of our propensity to classify and order, institutional 
segmentation has been established. Problems have been viewed in 
segments much as the blind men ‘‘viewed” the elephant. Agricul- 
tural engineers have been primarily concerned with structural 
strength of a barn, a silo, or a piece of haying equipment. Dairy 
husbandrymen have considered hay or silage from a feeds or feed- 
ing standpoint. Agronomists have attempted to develop more use- 
ful forages. These approaches are necessary and desirable but what 
is lackii^ is an integrated research plan. Lost somewhere along the 
way is the problem that transcends all others — ^the use of farm 
resources to achieve maximum profit. 
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Because of deficiencies in sampling, experimental design and con- 
trol, and analysis, only fragments of input-output curves have been 
developed, and these fail to show the interrelationship of important 
variables. Practically none of the studies have pushed experimenta- 
tion to the point where total output levels off at a TnariTmiTn with 
continued application of inputs. Progress is being made in research 
on technological relationships, however, and in time economists 
may be able to assist on the problems of resource allocation and 
utilization on a farm through the medium of function equations. 
Until that time, assistance can come from a less refined and more 
time-consuming method — ^synthesizing efficient farm units by budg- 
eting the influence of alternative set-ups with physical relation- 
ships based upon standards of performance, 

A short discussion of a project we have recently completed at 
Connecticut in cooperation with the University of New Hampshire 
and the Division of Farm Management and Costs of the BAE may 
help to visualize this method. The study is entitled, “Cost Reduc- 
tion in Dairying,” and the purposes were to establish ideals in re- 
source organization and utilization within present technological 
limitations and given price relationships, to determine areas 
wherein cost reduction opportunities lay, to summarize existing 
standards of performance on crops and livestock and point up the 
gaps that exist in these data, and to indicate the usefulness of this 
approach in farm management. The theory associated with the 
determination of economies of scale was used as a vehicle to 
achieve these objectives. This was done because the scale technique 
is almost a discipline within the discipline of economics. Agricul- 
tural economists could immediately construct the conditions im- 
pinging upon the study. Furthermore, the technique neatly ac- 
complishes the several objectives. As the scale curve is drawn 
tangent to firm curves representing the most efficient utilization 
of resources at different size, it is necessary to collect and integrate 
physical response data. Gaps in the existing information are in- 
dicated in this process. The technique also sorts opportunities for 
cost reduction into those associated with changes in the size of 
business and those associated with the organization and use of 
resources in the business. 

Synthesizing the farm business is dependent upon input-output 
data for segments of the production process. I call these data 
standards of performance because they are over-simplified versions 
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of production, functions. They represent superior but attainable 
levels of accomplishment under precisely defined situations when 
many of the usual variables are eliminated. In later application to 
individual farm planning, it is possible to show how the perform- 
ance rates are altered by introducing some realistic variations into 
the situation. But in synthesis, we used the unadjusted standards 
such as alfalfa yields of 6000 pounds of hay per acre from a medium 
productive soil subjected to specified treatments, total milking 
time of five minutes per cow per day for a given man-equipment- 
barn combination. Once these standards have been obtained for a 
suflScient number of segments, synthesis of the average cost curves 
and scale curve is possible. Achieving the most ej05cient combina- 
tion of resources and practices from the numerous alternatives is 
accomplished by budgeting to recognize marginal concepts and 
interrelationships of adjustments. Gradually the farm unit takes 
form around one definite item, such as size of the labor force, to 
give firm curves for the farms of different scale. 

For the most part, performance standards were obtained from 
the studies of agronomists, dairy nutritionists, etc. Some standards, 
particularly those dealing with labor and equipment use, were de- 
veloped by agricultural economists at New Hampshire and Con- 
necticut. In developing these rates, physical input-output rela- 
tionships were studied either on vanguard farms or on experimental 
farms. An approach to controlled conditions was achieved even 
under a farm environment by breaking jobs down to elements 
which could be precisely defined and which were subject to repeti- 
tion. A description of physical inputs and outputs and the condi- 
tions under which they operate was secured. Comparisons between 
and upon farms were then made to determine the highest produc- 
tion efl&ciency for each necessary element in the job under any 
standardized condition one might select. A performance rate, ar- 
bitrarily set somewhat below this highest level, was then derived 
for the production phase with an indication of variability around 
this rate due to physical differences in such things as hauling 
distances, stoniness, bam layout, operating speed, load sizes, etc., 
that will vary between farms from the standardized situation. 

More valid comparisons can be made between labor-equipment 
combinations through the use of these standards than by using 
the usual average data. By combining element requirements 
derived from the most eflScient operators, an approach to experi- 
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mentally-controlled conditions can be achieved. For example, usual 
average data for haying equipment reflect differences in field con- 
ditions, labor capabilities, equipment conditions and management 
characteristics, as much as they do the basic differences between 
equipment. The construction of standard rates minimizes such 
unwanted influences by eliminating some of the physical differ- 
ences, and by using a selected sample. A basic assumption is that 
there is less variation in management characteristics between the 
most efficient operators of groups using different kinds of haying 
equipment than there is between all operators in the groups. 

In the Farm and Home Planning activity of Connecticut ex- 
tension work, these standards have proved very helpful. In the 
step-by-step adjustments on his farm, the operator has been able 
to visualize what levels of accomplishment were reasonable under 
his situation. Average rates, on the other hand, have a nebulous 
character which does not permit meaningful application to an in- 
dividual problem. 

The usefulness of standard performance rates as a device to im- 
prove farming practices is demonstrated by the spread of the rapid 
milking method. After studying this problem, standards were 
established that were related to the performance of those dairymen 
who were using superior techniques. The goals and associated prac- 
tice recommendations were then made available to other farmers. 
By applying these methods, milking time has been reduced on many 
farms even though, in this case, there was the problem of training 
the dairy cow as well as the dairymen. Another example shows how 
standard performance rates and associated techniques were used to 
improve hay-harvesting methods on an individual farm. After 
studying the problem and comparing his own operations with those 
which are recommended, the operator in this case was immediately 
able to reduce by 30 percent the time required to move one load 
of hay from the field into the mow. By making alterations in the 
barn and adding other installations, the time per load could have 
been reduced to 45 percent of the original requirements. 

In summary, this presentation has emphasized that production 
functions are basic tools in farm management research. Although 
they can be applied at several levels, we believe that they are most 
helpful when used to express the interrelationship of input variables 
upon output in crop and livestock production. These data are 
necessary information when economic models are constructed to 
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assist the individual farmer by indicating possible directions of 
adjustment and the steps in achieving these objectives. Inade- 
quacies in existing physical input-output relationships warrant the 
use of a less complex type of function which we have called stand- 
ards of performance. These standards have been very valuable in 
farm planning to initiate individual adjustments. 

Throughout this paper, emphasis has been upon the role which 
farm management plays in achieving adjustments on individual 
farms. We believe this is a necessary starting point before we can 
attack the broader problems of intra- and interregional competi- 
tion, and of resource ownership and control. We believe that these 
problems along with the individuars management problems are 
met best by concepts of what could be rather than what is. There- 
fore this is the area and the methods we have chosen for our work 
in farm management research. 



MEASURING THE MANAGEMENT FACTOR 

F* J. Reiss 
University of Illinois 

I N THE analysis of farm financial data it is a common practice 
to evaluate the level of management on the individual farm as 
a residual earning expressed as management earnings, operator’s 
labor earnings, rate earned on the investment, etc. These factors 
are in a sense measures of management; but they are not entirely 
satisfactory for this purpose for perhaps three main reasons: (1) 
they are “after the fact” measures: they can be used only after the 
activity has been completed, and hence they have no prior predic- 
tive value; (2) they are not reliable as measures of management 
because they also reflect windfall profits and losses entirely apart 
from management. Likewise, they are not corrected, in the usual 
methods of calculation for earnings which result from varying de- 
grees of exploitation of both human and physical resources; (3) and, 
finally, they measure a residual output rather than management as 
an input factor. It is quite conceivable that varying proportions 
of land, labor and capital associated with the same level of manage- 
ment will yield varying residual returns as measured by the factors 
mentioned. 

So we are interested in finding a measure for the management 
factor per se, and such a measure as wiU admit, if possible, of pre- 
jdicting the level of management prior to the completion of the 
lactivity in question. Our problem then is a special segment of the 
more general problem of predicting human behavior. 

1 Prediction research in human behavior concerns itself with two 
general problems: (1) finding a suitable criterion or measure of 
success in the activity, and (8) finding those situational and per- 
sonal factors which are related to success, or are indices of factors 
which are related to success in the activity. Given the criterion and 
the predictive factors, appropriate statistical techniques can be 
applied to measure the degree of relationship and provide a quanti- 
tative basis for making predictions. 

Predictions are usually based upon the degree of relationship be- 
tween the criterion and one or more of three main types of predic- 
tive factors: (1) previous performance, (8) proficiency tests, and 
(3) personal characteristics. The first one requires that the individ- 
ual be engaged in or have had previous experience in the activity. 
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Therefore it has limited value for vocational guidance to rural 
youths who have assumed no farm managerial responsibility. Pro- 
ficiency tests measure previously acquired skills or knowledge, and 
therefore have limitations in the management field in addition to 
the difficulty of administering such tests. Personal characteristics 
admit a much broader interpretation of fitness for a given activity, 
but they present a more difficult problem of appraisal and quanti- 
fication for prediction purposes. Nevertheless it is along this line 
that we are attempting to measure individual differences in farm 
managerial ability. 

With these general methods and techniques in mind we are 
ready to approach the problem of measming the management 
^factor in farming, or predicting the level of success most likely to 
Wesult from the personal and situational factors surrounding the 
iindividual farm operator. 

One of the first problems is finding a suitable criterion of success 
in farming. In addition to the comments I have already made on 
the conventional measures of farm success, I must raise the ques- 
tion as to whether we can accept maximization of money income as 
the sole end and goal of farming. What about the non-material 
satisfactions in farm life, in effort directed toward the enrichment 
of community living, and in the use of leisure time in the pursuit of 
the cultural arts? 

WaUuce^s Farmer^ an Iowa farm magazine, conducted an opinion 
poll among Iowa farm people in the faU of 1947 on the question, 
“Who is a farm success?” The persons interviewed were ashed this 
question: “Which of the following statements best describe your 
idea of the most successful farmer? Pick three statements marking 
them 1, S in order of choice.” The seven statements from which 
they were to choose were; 

^'1. The one who gets the biggest yields per acre. 

“2. The one who follows the best soil conservation practices. 

“3. The one who is able to retire at the earliest age. 

*‘4. The one who gets the most income per dollar invested. 

The one who has interests and satisfactions that do not depend on 
income. 

“6. The one who gives his children the best education. 

The one who is the best leader in the community.” 

On the basis of first choices only, 43 percent of the Tnen inter- 
viewed gave first choice to the best soil conservation, 16 percent to 
the mast income per dollar invested, and 12 percent each to the big- 
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gest yields per acare and the non-material income and aatisfacti^Sw 
The women agreed with the men on soil conservation with 38 per- 
cent of their first choices, but gave second place to the non-material 
satisfactions with 19 percent of their first choices. The biggest 
yields were third with 15 percent and the highest return per dollar 
invested fourth with 13 percent. ^ 

These were the results as published in Wallace's Farmer^ No- 
vember 1, 1947. However, using a weighted average (weights of S, 
S and 1 for first, second and third choices respectively) for the men 
interviewees reduces soil conservation to 30 percent (still first 
place), raises most income per dollar to 18 percent (still second 
place), raises non-material satisfactions to undisputed third place, 
educating children to fourth place, and drops biggest yields to 
fifth place. 

I quote this survey because the results are interesting, and 
because it illustrates some faults in a technique that has been used 
in studies on the management factor at Illinois and in other states. 
Aside from the statistical techniques employed in making the sum- 
mary of such a survey, it must be recognized that the interpreta- 
tion of the results must definitely be limited to the choices made 
available. For example, Iowa farmers may have felt that the one 
who has the best kept buildings and the neatest farmstead is the 
most successful, or the one who owns the most land, or farms the 
largest number of acres, or grows the tallest com; but they had no 
opportunity to say so in this survey. 

Furthermore, the degree of intercorrelation between items in the 
schedule gives rise to interpretations in the minds of the persons 
interviewed that cannot be treated statistically in the type of 
answers given. For example, some of these Iowa farmers actually 
made the statement that soil conservation was necessary to achieve 
and insure the goal of highest income, and hence they gave it first 
choice over income because they felt that the income would be a 
natural consequence. 

Enough for the present on selecting a criterion of success. In our 
future work at Illinois it is my hope that we can introduce sufl&cient 
refinements into the measures calculated from our farm records 
that we may have a suitable criterion of the financial value of the 
varying inputs of management as distinct and separate from non- 
material satisfactions. 

I have already implied that our present approach to the problem 
of measuring management lies in the use of personal characteristics 
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as predictive factors. Tlie entire approach, at present, is an adapta- 
tion of the forced-choice rating technique developed and adopted 
by the U.S. Army in 1947 for its officer ratings. The technique was 
suggested to us by our cooperating psychologist. Dr. L. L, Mo 
Quitty, University of Illinois Department of Psychology, who 
commanded the army research section that worked on its develop- 
ment. 

The new army rating is very clearly described by Dr. E. Donald 
Sisson, Assistant Chief of the Personnel Research Section of the 
Adjutant GeneraFs Office, in an article, ‘‘Forced Choice — ^The New 
Army Rating,” appearing in the autumn 1948 issue of Personnel 
Psychology, Since I cannot improve by editing what he has written 
I shall quote directly and at some length from his article. For 
purposes of the present discussion I am substituting the word 
“farmer” for the word “officer” in Dr. Sisson’s paper. 

“Forced-choice rating elements are sets of four phrases or adjec- 
tives pertaining to job proficiency or personal qualifications. The 
rater indicates which of the four is most characteristic of the ratee, 
and which is least characteristic; and repeats this selection for each 
of the sets included. A sample set is the following: 

A. Commands respect by his actions. 

B. Coolheaded. 

C. Indifferent. 

D. Overbearing. 

It is at once obvious that two of these are rleatively favorable 
terms, and the other two relatively unfavorable. One of the two 
favorable terms, checked as most characteristic, gives plus credit; 
selecting the other gives no credit. In the same way, picking one of 
the two unfavorable items as least characteristic adds credit where- 
as the other adds nothing. 

“The construction of these tetrads and the determination of the 
scoring key are the crucial problems in the development of a rating 
scale of this type. Rimdquist outlined six steps in the process. 

“1. Collection of brief essay descriptions of successful and unsuccessful 
(farmers) officers. 

Preparation of a complete list of descriptive phrases or adjectives 
cuUed from these essays, and the administration of this list to a 
representative group of (farmers) officers. 

“S. Determination of two indices for each descriptive phrase or adjec- 
tive — ^a preference index and a discrimination index. 

“4. Selecting pairs of phrases or adjectives such that they appear of 
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equal value to the rater (preference index) but differ in their signifi- 
cance for success as an (farmer) officer (discrimination ind^)* 

“5. Assembling of pairs so selected into tetrads. 

“6. Item selection against an external criterion and cross validation of 
the selected items.” 

In our current work at lUinois we have completed step No. 1 by 
securing essay descriptions on 360 good farmers and a like number 
of poor farmers. We have about completed the list of descriptive 
phrases mentioned in step No. and are preparing to administer 
this list to a group of farmers this fall. 

Turning again to Dr. Sisson’s article I want to quote from his 
technical discussion on the construction of the forced-choice 
tetrads. 

“As already noted, the scaling and selection of the rating ele- 
ments to compose the forced-choice tetrads is the nub of the prob- 
lem. The basic assumptions underlying the method can be stated as 
follows : 

“1. Any real differences which exist between (farmers) officers in com- 
petence or efficiency can be described m tenns of objective, observ- 
able items of behavior. 

*‘2. These 'behavior items" differ in the extent to which people in general 
tend to use them in describing other people, i e., in general favorable- 
ness and this tendency can be determined statistically. 

"8. These items also differ in the extent to which they characterize 
(farmers) officers at one extreme of the true scale of competence as 
opposed to (farmers) officers at the other extreme. The mdex of this 
difference, the ‘discriminative’ value, can also be determined 
statistically. 

“4. Pairs of items can be selected such that they are equal in preference 
value but different in discriminative value. A rater forced to say 
which item is moat (or least) characteristic of a ratee is thus unable 
to select solely on the basis of prejudice for or against him (since the 
preference values are equal). The rater is compelled to consider both 
alternatives and — ^theoretically at least— to do a more objective job 
of reporting.” 

With these assumptions and the outline of the steps in mind, our 
first task was to develop a questionnaire that would yield the 
descriptions we needed and such additional data as we thought 
necessary. Since it was impossible to assemble in one place a large 
enough group of farm people willing to cooperate on this study, it 
became necessary for the questioimaire to carry complete instruc- 
tions so that data gathered from several different groups would be 
comparable. 
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Our language had to be carefully chosen to convey the intended 
meaning — ^the same meaning to all— and avoid being suggestive in 
any way. The opening statements were intended to stimulate 
interest and provide some incentive for active cooperation. Then 
followed a few statements asking for careful and independent work. 
Participants were assured of complete anonymity to remove any 
reticence at full and free expression. The papers were not signed or 
identified by the participants. 

The task was divided into twelve steps to be taken one at a time 
and completed in order. The first step asked our participants merely 
to ^^consider some Ulmois farm operators who do a poorer-than- 
average job of farming.” One-half of the questionnaires, in alter- 
nate fashion, began with the poorer-than-average farmers while the 
other half began with the better-than-average farmers. Thus we 
secured about one-half of our descriptions on each kind of farmer 
before our participants began to show noticeable fatigue. It was a 
wise precaution since the questionnaires took from 45 minutes to an 
hour to complete. 

The second step ashed the participant to ‘^think of three of these 
farm operators (better or poorer-than-average) whom you know 
well enough to describe most completely and accurately.” Here the 
emphasis was placed upon how well our cooperators were ac- 
quainted with the people they were to describe. This step avoided 
the selection of those few individuals in every community who have 
earned reputations as good or poor farmers, but who are not well 
enough known by most people to get an accurate description. They 
were asked not to select relatives in order to avoid personal bias. 

In the third step the participant was asked to “pic/c the one from 
these three who, in your opinion, does the poorest (or the best) job 
of farming.*’ This step was included to give us the desired range in 
performance from good to poor among farmers well known to the 
same person- This step also avoided setting up any criterion by 
deliberately urging the describer to ‘^use your own ideas of poorest 
and poorer-than-average” (or best and better-than-average). 

The fourth step asked for a series of objective data on the farmer 
selected in step No. 3. Included in this list were age, years in school, 
total land farmed, acres of this land owned, type of farming, char- 
acter of the land, and the county in which the farm was located. 
If the describers raised questions about their ability to answer 
these questions they were advised to go back to step No. 3 and 
select a man with whom they were better acquainted. 
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Tte fifth step was really the crucial step. Here it was necessary 
to convey the idea of a complete description without being sugges- 
tive or introducing bias in any way. Bemember that our partici- 
pants were completely ignorant of the objective of the study or the 
purpose for which this information was being gathered. We had 
to avoid using such words as ‘‘behavior” and “personality” because 
they are not in familiar usage by farmers and would not be inter- 
preted alike by all. So we agreed on the following simple but 
straightforward statements “We want you to write a description 
of this man. Tell us everything you know about him as a man and 
as a farmer. Please take your time and think. He may have both 
good and bad characteristics; describe them both. The important 
thing is that you describe him as completely and accurately as 
possible.” 

Steps 6 through 10 were an exact repetition of steps 1 through 
5 except that where one called for a poorer-than-average farmer, 
the other called for a better-than-average farmer. Steps 11 and 13 
were opportunities to enlarge upon the first descriptions through 
the aid of a list of items intended to remind them of statements 
which they failed to make in their original descriptions. These 
reminders were not handed out until the original descriptions had 
been handed in. 

Of the 360 questionnaires filled out 18 were written by high 
school vocational agriculture teachers, 44 by Soil Conservation 
Service Work-Unit Conservationists, 13 by fieldmen in the Farm 
Bureau Farm Management Service, 43 by professional farm man- 
agers, 81 by freshmen and sophomore students in the College of 
Agriculture, and 161 by farmers cooperating in the Farm Bureau 
Farm Management Service. Thus all of the descriptions were 
obtained from people living on farms or working more or less 
intimately with farmers. 

Whatever doubts I may have had about the ability of our farmers 
to become articulate with a pencil certainly disappeared when I 
read their essay descriptions. Among some of the rather original 
and poetic expressions they used in describing the poor farmers 
were these: 

“Always fixing when he should be farming.” 

“More or less works around the edge of a job.” 

“A non-farm-management farmer.” 

“Hurries everything he does but getting home from town.” 

And the one that has particularly impressed me with its literary 
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style and its aptness : “Neither whiskers, nor weeds, nor uncastrated 
pigs annoy him/* 

The S60 questionnaires, or 7S0 descriptions of individual farmers 
3 delded approximately 7,500 descriptive statements, phrases or 
adjectives. Each of these was put on an individual punch card 
together with all the data associated with it such as the age of the 
fanner to which it applied, his education, size of farm, tenure, 
type-of-farming, etc. Thus we have an enormous amount of data 
for analysis pertinent to the present problem. 

Our first job was to classify each of 7,500 descriptive items and 
make a list of one representative item for each classification. Since 
this step involves a good deal of subjective judgment we decided 
that the job was to be done independently by three different people 
with a final meeting to reconcile the differences. Dr. McQuitty 
and I have completed our classification at this writing, and Dr. 
D. M. Hall, Extension Service, University of Illinois, is working on 
the cards at the present time. In my own classification I recognized 
some 338 different items applying either to job proficiency or per- 
sonal characteristics. 

The embodiment in one individual of functions comparable to 
business manager, foreman, and laborer produces a complex prob- 
lem which is further complicated by the self-employed, rather 
independent situation of the average farmer. I anticipate that we 
shall encounter difficulties in scaling which may result from the 
fact that the population of farmers includes a wide range of person- 
alities and attitude types that may produce a mixture of scale values 
for similar character traits or descriptive items. There is a possi- 
bility of a number of rather independent types among the poor 
farmers which may require a considerable degree of stratification 
on both personal and situational factors to get satisfactory scale 
values. 

The tenure situation will require special treatment to correct 
for the influence of the landlord who may contribute a great deal 
to the apparent success of a tenant farmer, or who may actually 
prevent the tenant from using his best managerial ability. Still 
other problems confront us, such as obvious inequalities of oppor- 
tunity and the matter of being “born at the wrong time**, that 
greatly influence the degree of success in an economic venture over 
and above the entrepreneur’s personal contribution. At this writing 
we have no final answers. We do have hope, the wiU to work, and 
some interesting hypotheses. 



MULTIVARIATE ANALYSIS OP FARM AND RANCH 
MANAGEMENT DATA 

John A. Hopkin 
Univeratly of Wyoming 

I N GETTING at this subject, perhaps I should define what I 
think was meant by ‘^multivariate relationships.” This might 
be described as a relationship wherein the behavior of one char- 
acteristic or variable (the dependent variable) is influenced by the 
behavior of two or more characteristics or variables (the independ- 
ent variables). The problem of multivariate analysis is generally 
accepted as being that of identifying, isolating, and measuring the 
influence that each independent factor exerts on the dependent 
factor. 

There are several conditions generally inherent in farm and 
ranch management data that tend to make this problem very 
complex. In the first place, there usually are many independent 
factors to be identified; secondly, in nearly all cases the influence is 
not linear, but responds to the law of diminishing returns within 
the range of a given study; third, most of the distributions are not 
normal but are skewed to the right. (There are several methods 
available for converting a skewed distribution into a normal one — 
but they are rather complicated and require a great deal of time.) 
The relationships are not additive, but are joint — ^that is — ^the 
influence of one independent factor on the dependent factor is 
not determined entirely by the size of that one independent factor 
alone, but is influenced by the size of another independent factor. 
There is also a problem of causal relationships — ^when a change in 
the magnitude of one independent variable is the direct resiflt of 
a change in the magnitude of another independent variable. 

My procedure, in starting on this assignment, was to review the 
vast amount of literature on the subject. This problem certainly 
is not new. The next step was to compare these several methods 
through the details of analysis of a given set of farm management 
data. Some sixty farm records taken in 1947 were used in comparing 
these methods. Determining the factors affecting profits was 
selected as the problem, as it is one that has long since been ex- 
plored by Dr. Warren and others, and whose conclusions have been 
proven time and time again. I have selected this problem because 
it adapts itself so well to multivariate analysis. 
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It will be impossible in this brief discussion to outline the 
methods, or to substantiate conclusions with a detail of figures. I 
will merely discuss the relative merits and weaknesses of the several 
methods available for making a multivariate analysis of farm 
management data as I found them to be. 

Tabular Analysis, or cross tabulation, is the simplest method 
available, as it is based solely upon the arithmetic average. From 
the standpoint of time and clerical help it is the most efficient. 
As the data in each subgroup are used in determining the averages 
of that subgroup only, and exert no influence beyond that subgroup, 
this method makes most inefficient use of data. For example, if 
there are four independent variables to be studied, and if the data 
are broken into three groups for each variable, it would necessitate 
97^ farm records to give 12 observations for each subgroup if the 
farms were all equally divided among the subgroups, which, as you 
know, would seldom happen. For most of us, this number is pro- 
hibitive. 

The method offers no measurement as to how closely the factors 
being studied are correlated. The reliability of tabular analysis may 
be tested by the “t” ratio test and the analysis of variance technique 
for significant differences between the subgroup averages. 

One of the errors of tabular analysis of multivariate relationships 
arose from the erroneous assumption that to subdivide farms on 
the basis of magnitude of size, and yield, eliminated, in turn, the 
effect of the one factor on the other. This was not true. There was 
considerably greater variation in size of farms on those whose yields 
were below average than on those whose yields were above average. 
Neither was the crop index the same for the different sized groups. 
This is an interserial influence that tabular analysis fails to consider. 
Aside from this interserial or causal influence, joint relationships 
can be isolated using tabular analysis. Because of its inefficient use 
of data, the nature of the curvilinearity of a relationship cannot 
be accurately determined, because the data cannot be broken into 
a sufficiently large number of subgroups to establish curvilinearity, 

MaUiematical Correlation is the technique of describing a line 
that most nearly fits the data being studied. The most universally 
used mathematical device for fitting a line is the method of least 
squares, which describes a line from which the deviations, when 
squared, will be smaller than any other line. The advantages of 
mathematical correlation are: (1) it makes more efficient use of 
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data than the other methods, (S) it measures the degree of correla- 
tion between the factors being studied, and (3) measures of relia- 
bility, and the standard error of estimate, can be computed from 
the calculations required for the regression equation*/ 

The disadvantages of the method are : (1) it is difficult and tedious 
to work. For example, with just four independent factors, two 
pairs of which are joint, assuming the simplest form of curvilinear- 
ity, it would take 66 different series of computations as the basic 
data from which the normal equations could be solved; (3) the 
biggest weakness of this method is that the selection of the formula 
determines the general nature of the line — ^i.e., a linear equation 
is capable of describing only a straight line, even though the rela- 
tionship may actually be curvilinear. There are many curvilinear 
formulas possible, from which the analyst must choose one that 
will best describe the relationship to be studied. Thus he pre- 
determines his answer a great deal by his selection of a formula. 
With a joint relationship this procedure is complicated further by 
the number of possible ways of describing the joint relationship. 
It maybe expressed as JTi =* 62X2 + which is perhaps 
the simplest expression. The relationship might also be 

X2 X2 X2 1 X2 "h X3 

X3 Xg log X3 XgXa log X2X3 

and many other more complicated forms. 

Before leaving the mathematical correlation methods, mention 
should be made of the Court method for analyzing joint relation- 
ships, published in 1930. This method depends upon a mathematical 
rotation of the surface of cubes so that instead of averaging the 
values only when viewed with respect to the rectangular axes, 
they may also be averaged with respect to axes cutting across the 
surface at an angle. This method is worthy of investigation and 
study by the farm management analyst. 

Graphic Correlaiion analysis is of several types. There is what I 
will call the formal method, which has as its starting point the 
mathematical linear multiple correlation, and makes a series of 
corrections to these lines by plotting the residuals or deviations until 
no further corrections appear warranted. Another method, the 
short-cut or Bean method, was developed by Louis Bean. This 
method assumes the general nature of the relationship by plotting 
a few selected observations, and then makes a series of correctiona 
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OH the assumption by plotting the residuals. This method took 
less than one-fourth the time required for the formal method. 

These two graphic methods have much the same advantage as 
the mathematical correlation. They are less precise, however, and 
must be used with caution. If the number of cases are extremely 
large, they tend to lose some of their advantage of saving time and 
clerical labor. They do have an advantage in that they do not 
assiune to know the nature of the relationship at the outset. 

Determining joint relationship by contours. A method has been 
worked out by Frederick V. Waugh and others by which a three- 
variable surface may be smoothed directly in both independent 
dimensions at one time by the use of isorropic lines. With this 
method the nature of the relationship is not assumed at the outset, 
but unfolds as the work progresses. The first step is to plot the 
observations on a graph, with one independent variable as the 
abscissa, and the other independent variable as the ordinate. Thus, 
the location of each observation on the chart is determined solely 
by the size of these two independent variables. The value of the 
dependent variable is written on the graph beside the point where 
the observation falls. The joint relationship becomes evident upon 
inspection by comparing the location of the points whose values 
are approximately equal. To assist in the measurement of this 
joint relationship, contour lines are drawn in by inspection to most 
nearly represent the scale of values for the dependent value. This, 
of course, can be only an approximation. The deviations of the 
actual from the estimated, can be obtained by interpolation. It 
is obvious that the standard error of estimate, and the index of 
correlation can be only an approximation. 

This method does have merit in that it is highly flexible, and 
saves time. It is limited to two independent variables at one time, 
however. 

The problem of causal relationships between the independent mri- 
ables. When a change in the magnitude of one independent variable 
is the direct result of a change in the magnitude of another inde- 
pendent variable, they are said to have a causal relationship. If 
one of the two causal factors is held constant at its average while 
the other factor is varied, a condition has been created mathemati- 
cally which will not be likely to happen in actual practice. For 
example, it was desired to determine the net effect on income of 
feeding livestock, after the effects of size, crop yields, and labor 
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efficiency were eliminated by being held constant. Two arguments 
for feeding livestock are that it will increase crop yields and labor 
efficiency. Thus, to hold these two factors constant at their average 
while studying the effects of feeding livestock, eliminates some of 
the advantages of feeding livestock. It is impossible to isolate the 
net effect of livestock feeding on income by any of the methods 
mentioned thus far. However, the mathematical regression equa- 
tion, when taken as a whole, and the multiple correlation coefficient, 
give the correct combined effect of the several factors studied. 

With tabular analysis, a causal relationship introduced an error 
that was not detected when only the average labor income for each 
group was presented. The error was due to variation in the average 
values of the independent variable, when the assumption was 
made that they were the same. Thus, the influence of a factor was 
not eliminated by subgrouping, because of an interserial or causal 
relationship, which also contributed to unequal numbered sub- 
groups. 

In summing up my investigation of the question of causal 
relationships between independent variables, it must be pointed 
out that when a causal relationship exists between two independent 
factors, the net effect of one of the independent factors on the 
dependent factor cannot be determined. The true combined effect 
can be determined using multiple joint correlation, provided the 
correct mathematical formula is selected. 

It might be well to review the 'purpose of our investigation in 
farm management. If the purpose is to determine the most favorable 
combination of highly inter-related factors, should we concern 
ourselves with trying to isolate and measure net effects of each 
factor? From the multiple joint correlation regression equation the 
most favorable combination of factors can be arrived at mathe- 
matically by use of the integral and differential calculus. 

As might be expected, there is no one solution to the problem of 
which statistical method to select for multivariate analysis of farm 
management data. Quantity of data is one of the dete rminin g 
factors considered in the selection of the method to be used. Be- 
cause of the paucity of data available in most farm management 
research, cross tabulation is of doubtful reliability for the final 
analysis. Mathematical correlation is too inflexible for use in the 
original investigation procedure. Tabular analysis, and the graphic 
methods should be used to explore Ihe many possible related factors 
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in any management study. Those factors that appear to exert the 
greatest influence can be defined further and tested by the mathe- 
matical correlation methods and calculus. 

My very limited investigation leads me to say that our science 
does not stand in need of statisticians, as such. What it really needs 
is farm management analysts, equipped vdth economic theory as 
a tool, and trained also in statistics. Edgar Allen Poe stated this 
more keenly ; “To observe attentively is to remember distinctly; . . . 
While the rules of Hoyle (themselves based upon the mere mecha- 
nism of the game) are sufficiently and generally comprehensible. 
Thus to have a retentive memory, and to proceed by ‘the book,’ 
are points commonly regarded as the sum total of good playing. 
But it is in matters beyond the limits of mere rule that the skill of 
the analyst is evinced. He makes, in silence, a host of observations 
and inferences. . . The necessary knowledge is that of what to 
observe.”^ 


DISCUSSION 

Carl P. Hetsio 
Bureau of AgricuUural Economics 

These three excellent papers discuss seVeral new approaches and tech- 
niques in farm management research. Mr. Fellows’ paper on developing 
and applying production functions in farm management research places 
this technique in proper perspective. All of us are mterested in increasing 
our knowledge of how to establish relationships between variables so pre- 
diction can be made with greater certainty. The use of mathematically 
derived production functions will be extremely helpful, but as Fellows 
points out we do not have the data available in many areas, particularly 
in physical input-output relationships, to derive the kind of production 
function that would be most useful. 

Fellows rightly points out some of the weaknesses of institutional seg- 
mentation of researdh. This is an old problem, but progress is being made. 
A particularly hopeful sign is the great interest in developing balanced 
farming and similar programs. These programs emphasize the farm 
management approach — the necessity of treatmg the farm as a unit and 
obtaining coordination and integration — not only in the farm plan and 
operations, but also among the various specialists giving advice to farmers. 
These developments, however, will challenge farm management workers 
still further to supply the necessary economic evaluation and interpreta- 
tion. 

The development of standard x>erformance rates seems to be a very use- 
ful device. Farm management workers can be in the vanguard in pointing 

1 Edgar Allen Poe, “The Murders in the Rue Morgue,” Be^esentative Selectwns 
by Alterton and Oaig, American Book Company, New York, 19S5. 
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out to fanners the possibilities in adoption of new technologies — rather 
than reporting what has happened after their adoption generally by 
farmers. 

Mr Reiss’ paper deals with an intriguing, although difficult subject of 
research. It is indeed gratifying to have some one tackling this difficult 
problem with some new and fresh ideas. The Division of Farm Manage- 
ment and Costs is much interested in this work, in fact to the extent of 
helping initiate and £nance the project. 

We have felt that in order to make progress beyond that attained here- 
tofore and to take advantage of some wartime developments, a marriage 
was necessary between farm management and psychology. This is es- 
sentially an experimental study. Whether it is possible to identify personal 
characteristics in farmers or prospective farmers that will have predictive 
value m measuring success or managerial ability in farming is certainly 
open to question. But here is a new approach that offers some possibilities. 

Hopkin has given an mteresting appraisal of the merits and weaknesses 
of available methods of making multivariate analysis of farm man agftmfiii i ; 
data. Occasionally we need to take stock of our bundle of tools and reap- 
praise their usefulness, if for nothing more than to refresh our memories a 
bit. We need to give careful thought to which statistical technique is best 
under particular circumstances and objectives. Too many of us give too 
little bought in planning of projects to the most appropriate kind of 
statistical analysis. 

Emphasis on development of hypotheses and careful attention to project 
design, includmg the development of the most appropriate statistical tech- 
nique for the particular objectives — all this prior to the taking of field 
schedules — ^is certainly an essential if we are to make most effective use of 
limited research budgets and make the progress in research results that is 
expected of us. 

We can go m several directions in planning our research. First, with rela- 
tively fixed budgets we can limit the number of studies made so that each 
will iuclude enough cases for valid statistical treatment. 

Or second, we can quit trying to make all-purpose general farm manage- 
ment surveys that try to cover aU conceivable situations in a farming area. 
This means limiting the scope of studies to a few of the more important 
situations or variables. For instance, we can limit our sample to 80-acre 
dairy farms of a particular soil type, rather than attempting to cover sev- 
eral different sizes and soil types. 

Or third, we can give more emphasis to case analysis. This has some 
weaknesses for some purposes, but may have far more value in the end than 
attempting broad-scale statistical analysis with inadequate data. 

1 believe we have made some progress in use of better statistical and 
research techniques m recent years, particularly in the direction of more 
precise delineation of the problems to be studied, in more careful deter- 
mination and limitation of the universe to be covered in terms of the im- 
portant variables, and in more careful sample design and sample sriecUon. 

These are problems, however, that need careful consideration in all of 
our research, and I’m sure that much more progress is possible than has 
been attained so far. 



NEEDED NEW DIRECTIONS IN AGRICULTURAL 
PRICE ANALYSIS 


Kahl a. Fox 

Bureau of Agrtauliural Economics 

T his paper is addressed to persons who, Iite myself, are 
primarily interested in answering specific questions about 
agricultural prices. I should like to separate the applied science of 
agricultural price analysis rather sharply from tMe related pure 
sciences of economic and statistical theory. When I speak of needed 
new directions I am thinking of ways in which the level of applied 
work may be improved and the results made more useful for pur- 
poses of prediction or policy formation. 

Regardless of the state of pure theory, decisions must be made 
and action taken. Price support legislation, storage policy, market- 
ing agreements and cooperative marketing programs aU raise 
questions which involve supply and demand curves. In the absence 
of measurement, such questions may be answered only by hunch 
and assertion. Arguments over the merits of flexible price supports 
are partly based upon different assumptions regarding farmers* 
response to price.tl?he relative merits of price support purchases and 
compensatory payments for different commodities depend partly 
upon the shapes of their demand curve^^ The desirability of using 
compensatory payments on hogs depends partly upon the closeness 
of competition between hogs and beef cattle. Wherever measure- 
ment of the key relationships is possible, there is a chance to im- 
prove the quality of administrative or legislative decisions. 

The usefulness of such measurements will depend very largely 
upon the adequacy of the economic and institutional analysis 
underlying them and upon the appropriateness of the statistical 
techniques used. However, I feel very strongly that improvement 
in the present level of applied work does not need to wait upon new 
developments in theory or methodology. I think we can still make 
some advances in agricultural price-supply-demand analysis with 
no more elaborate theoretical tools than were available to Ezekiel, 
Schultz, and others almost twenty years ago. Additional insight 
can be obtained with the aid of economic and statistical concepts 
developed or popularized during the last two decades. 

Successful price analysis requires a fusion of statistical technique, 
economic theory and specific knowledge of commodities and 


1080 



New Directions in Price Analysis 


1081 


markets. Tliis is a big order for one person. Few conunodity special- 
ists have made the necessary investment in theory and technique. 
On the other hand, a predilection for theory is often associated with 
a distaste for empirical research. The striking thing about the 
development of price analysis in the lO^O’s is that it was spear- 
headed by men who were primarily agricultural economists, and 
who reached out into economic and statistical theory for the pur- 
pose of improving their applied work. However, this tradition has 
been greatly attenuated by sixteen years of farm programs, war 
and reconversion during which these men and their immediate 
followers moved out of price analysis or at least into positions 
where they had little time or incentive to publish in that field. On 
the basis of published work, it would be hard to identify any suc- 
cessors of Ezekiel, Bean, Waite, and Working who have achieved 
a more effective synthesis than they did of the skills and interests 
needed for commodity price analysis. 

In my opinion, the most immediate need of agricultural price 
analysis is that young men with advanced traiaing in theory and 
statistics be brought into contact with the practical problems of 
the field. In view of the increasing specialization of economic 
theorists, mathematical statisticians and commodity analysts, 
it may actually require teams of specialists under competent and 
imaginative supervision to fill this need. 

Given the basic combination of skills and interests, there are 
good reasons for believing that we can improve upon the analyses 
of the late 1920’s and early 1930’s. (1) In the first place, we have 
longer statistical series. Whereas many of the price analyses made 
in the 1920’s were based on pre-1914 data, we now have for most 
commodities about ^0 years of usable data from the interwar 
period — ^roughly, 19^1 to 1941. (2) Improvements have been made 
in our basic estimates of production, prices, and stocks, and new 
series on total and per capita consumption have been developed. 
Thus, more economic concepts now have their statistical counter- 
parts, and errors of measurement in many of the basic series have 
been reduced. (8) In particular, we now have estimates of national 
income and related variables which are much better measures of 
demand for farm products than the makeshifts (such as industrial 
production, pig iron production or stock prices) which were some- 
times used in the early 1930"s. 

In using these improved materials, we can avoid one of the dead 
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ends encountered in the early and middle 1920*s, the correlation of 
only distantly related variables mth the immediate object of ob- 
taining a high correlation coefficient. As a rule, relationships of this 
sort proved highly unstable. The mere fact that such analyses did 
not “make sense” in terms of economic theory tended to reflect 
discredit upon the whole field of quantitative price research. 

Really fruitful lines of development must be based upon con- 
cepts of causation or at least structural relationship. This view 
was strongly advocated by Sewall Wright and E. J. Working in the 
1920’s and early 19S0"s. It lies at the basis of Ragnar Frisch’s 
method of confluence analysis and of the Cowles Commission tech- 
nique. In 1934, E. J. Working stressed “the need for analysis of 
demand in terms of causation .... It is only when we combine sta- 
tistical evidence in a closely knit reasoning process that we can 
hope to arrive at causal and hence permanent relationships between 
factors.” This passage was quoted with approval by Tjalling Koop- 
mans in 1937. Subsequently, Mr. Koopmans has played an active 
part in developing the Cowles Commission technique, which aims 
at the measurement of structural relationships between economic 
variables. 

The philosophically minded may boggle at such words as causa- 
tion. If our economy were really a static universe, we might satisfy 
ourselves with statements about the probability that a given value 
of pig iron production would be associated with a Chicago com 
price lying within a specified interval. In actuality, the danger of 
spmdous correlation between time series due to trends and major 
cycles is so great that we can hardly hope to obtain stable relation- 
ships unless we succeed in approximating rather simple and direct 
lines of influence which reflect the behavior of identifiable economic 
agents. 

This approach places a great deal of emphasis upon the prelimi- 
nary analysis of a problem. On a formal level it may involve the 
construction and simultaneous statistical fitting of complete 
“models,” A less ambitious but highly instructive procedure is 
simply to draw a diagram of the various factors which seem, on 
the basis of observation and theory, to be involved in the problem. 
Starting with a central square representing (say) the II. S. average 
farm price of a commodity, bring in the various elements which 
play upon it most directly, such as farm production and stocks and 
dealer and processor demand. The demand of processors, for ex- 
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ample, is influenced by anticipations of demand from wholesalers, 
retailers and ultimately from final consumers. The quantity de- 
manded by consumers is influenced by the retail price of the given 
commodity and to a lesser extent by those of competing commodi- 
ties; also, by consumer income and other factors. As a matter of 
logic, such a diagram can be elaborated into a complete system of 
Walrasian (or Hicksian) equations. But this is merely the reductio 
ad absurdum of a useful tool. 

Such a diagram, extended to not more than twenty or thirty 
‘Tboxes” or variables, will lead to the conscious consideration of a 
good many problems which might otherwise be glossed over. What 
minimum time unit is necessary, in the case of a particular commod- 
ity, to average out the effect of anticipations upon the relationship 
between farm and retail prices? What is the maximum time inter- 
val within which current production or supply is not significantly 
affected by current price? Is it permissible to express farm price 
directly as a function of consumer income, or is it necessary to 
measure separately the relation of retail price to consumer income 
and the relation of farm price to retail price? Is it reasonable to use 
the index of wholesale prices of all commodities as a deflator or 
demand shifter in explaining the farm price of potatoes? A diagram 
may indicate that various components of this index enter into the 
explanation in such different ways that no confidence can be placed 
in the net regression of potato prices upon the over-all index. It 
may also lead to a realistic appraisal of the degree of error intro- 
duced by aggregating or ignoring certain variables, and by meas- 
uring certain coefficients or characteristics of a model independently 
of others. 

I do not think that successful application of a causal or struc- 
tural approach requires the simultaneous determination of every 
net relationship in such a diagram. The Cowles Commission has, 
indeed, worked out a technique whereby a complete model, defined 
in terms of five or more equations and fifteen or more ‘‘structural 
coefficients,” can be fitted simultaneously. However, as the com- 
plexity of such models increases so does the likelihood of intro- 
ducing some weak or unstable elements into the structure. Each 
structural coefficient represents an average relationship over the 
whole time period for which the model is fitted. Unless the under- 
lying relationship has in fact been fairly stable over this period, 
tiat particular coefficient will be misleading and it may also lead 
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to distorted values for the other coeflSicients. A model which assumes 
the stability of each of a large number of net relationships over a 
twenty-year period may weU imply a greater degree of economic 
^ determinacy than has actually existed. The Cowles Commission 
has opened up what may prove to be a very fruitful type of analy- 
sis. Its discussions of the ^‘identification problem” and the biases 
which arise when the least squares method is used inappropriately 
have been useful byproducts. However, the published applications 
of the Cowles Commission technique to date have been mainly 
illustrative, and considerable further testing and development is 
needed before its place in substantive research can be defined. In 
the meantime, the pursuit of structural or causal relationships must 
be carried on largely by other means. 

One line of attack is the cross-checking and comparison of logi- 
cally related analyses. Most commodity price analysts in the past 
have looked at one product at a time. Yet it seems quite obvious 
that an analysis of the demand for all meat should be checked 
against similar analyses for beef, pork, lamb, and veal, taken sepa- 
rately. Analyses of retail meat prices should be checked against 
analyses of farm prices or Chicago prices of meat animals. Analyses 
of farm prices and farm cash receipts from meat animals should 
check out against analyses of cash receipts from all livestock prod- 
ucts as a group. An estimated elasticity of demand for all food at 
retail may have to be reconciled with the estimated flexibility of 
U. S. farm prices with respect to the physical volume of farm mar- 
ketings. Time series results should make sense in relation to family 
budget data or the results of consumer preference studies. 

In a word, I believe that our knowledge, or hypotheses, about 
factors affecting farm prices will have to be based primarily upon 
the agreement or disagreement of many semi-independent pieces 
of evidence. I do not know what sort of probability statements we 
shall be able to make as the result of our cross-checks and com- 
parisons. It may be useful in some cases to combine a number of 
separate equations into a more complicated model which can be 
fitted by the Cowles Commission technique. In other cases it may 
be le^timate to pool information from two or more equations by 
other mathematical processes. However, in the present state of 
the art, we cannot avoid nonstatistical judgments when we try to 
allow for recent changes in the structure of forces playing upon a 
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commodity. Only Laplace’s “divine mathematician” could hope 
to fit all elements of the agricultural price system into an unam- 
biguous set of prediction equations. 

So far in this paper I have tried to make the following points . (1) 
We need to establish, either in individuals or in teams of specialists, 
the sort of combination of theoretical and factual knowledge to 
which the leading analysts of the 1920*s at least aspired; (2) we 
should concentrate on a search for causal or structural relationships 
which “make sense” in terms of economic theory and institutional 
factors and which are therefore likely to be fairly stable over the 
time interval with which are we concerned; (3) the search for struc- 
tural relationships can be aided by careful qualitative analysis of 
the lines and directions of relationship between variables, and 
perhaps by the construction of mathematical models; (4) aside 
from careful qualitative analysis, our main safeguard against 
false conclusions from individual price analyses will he in the recon- 
ciliation of semi-independent analyses for other commodities, ag- 
gregates, or market levels. By and large, these suggestions amount 
to a revival and amplification of the “traditional” approach to 
price analysis developed in the 1920’s, with progress depending in 
part upon the existence of longer and better statistical series than 
were available at that time. 

However, there have been a number of developments in economic 
and statistical theory during the past two decades which may 
further enrich our applied work. One of these is the concept of 
indifference curves which was reintroduced into the British and 
American literature by Hicks and Allen during the 1930’s. Even 
though it may not be possible to measure indifference curves em- 
pirically, I think that the concept is helpful in visualizing the rela- 
tionships between competing and independent commodities and 
the differing effects of changes in relative prices, in incomes, and 
in tastes. 

Theories of imperfect competition with their emphasis on prod- 
uct differentiation may improve our applied work by helping us to 
avoid sweeping generalizations about “average prices” which are 
not justified by the structure of the markets in question or by the 
substitutability of the different grades and varieties which figure in 
the average. The concept of cross elasticities of demand which 
grows out of the theory of imperfect competition may be useful 
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in determining the relative homogeneity of commodity groups and 
the permissibility of aggregating the prices or quantities of diflEerent 
commodities into a single composite variable. 

In the field of statistical technique, Ragnar Frisch’s method of 
confluence analysis, developed during the 1930’s, should be singled 
out for experimentation and testing in applied work. Efficient 
application of Frisch’s technique requires that regression coeffi- 
cients be calculated by a matrix method with which few agricul- 
tural economists in this country are familiar, even though an ap- 
propriate computation scheme was published by Fred Waugh more 
than ten years ago. Frisch’s method stems from the basic fact 
that when two variables are not perfectly correlated, two different 
regression equations are obtained by minimizing the squared devi- 
ations for each variable in turn. The structural relationship (if 
any) between the two variables presumably lies somewhere be- 
tween the two elementary regression lines. Confluence analysis 
provides a routinized method of determining the consistency of 
correlation results when deviations are minimized along different 
axes and also of determining the effect of additional variables 
upon the net regression coefficients. Frisch’s method was exten- 
sively used by Tinbergen in the statistical testing of business cycle 
theories (1939), and has more recently been used by the British 
economists Richard Stone (1945) and A, B, Prest (1949) in the 
field of price and consumption analysis. It is possible that the 
mechanical safeguards offered by this method will cause some in- 
vestigators to slight the basic qualitative analysis of their prob- 
lems. Nevertheless, it is a tool which deserves serious trial in this 
country. 

One area in which radically new methods may be needed is the 
analysis of short-run changes in prices of perishable commodities. 
This area is of particular concern in the operation of marketing 
agreements which provide for volume and quality controls. For 
example, the level and slope of the demand curve in Week Number 
4 may depend upon the volume and quality of shipments in Weeks 
1, % and 3. Due to inertia if nothing else, the position of the 
demand curve in Weeks 5 and 6 might be affected by the position 
in Week 4. Thus the problem of maximizing returns over the mar- 
keting season as a whole involves the controlled distribution of 
the commodity between interdependent markets.^ 

* This problem was brought to my atteulioii by George Mehrea of the University 
of California. 
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Care must be taken here to distinguish between shifts in the 
demand curves of final consumers and shifts in the demand curves 
of dealers based on short-run anticipations. It seems likely that 
anticipations will play a prominent part in farm price changes dur- 
ing any period which is short in relation to the normal transit- 
and-storage life of the commodity. The traditional methods of 
season-average-price analysis are probably inadequate to explain 
such short-term price variations. Special case studies may be neces- 
sary to disclose the rational and irrational factors that enter into 
the anticipations of representative dealers. Study of highly perish- 
able commodities may also throw light on the more general prob- 
lem of determining the minimum interval of time which is logically 
and/or statistically necessary to reduce the interdependence of 
successive price observations below some predetermined level. 

Time does not permit the consideration of several technical prob- 
lems on which new research is needed, such as aggregation, statis- 
tical deflation, and choice of functional forms. Among other things, 
the choice of appropriate variables to represent consumer demand 
has not yet been definitively treated, I should like, however, to 
raise one extremely practical question which faces us at the pres- 
ent time; How shall we adapt analyses for the interwar period 
192(1-41 to the requirements of prediction and control during the 
years immediately ahead? The trebling of national income and near 
doubling of the wholesale price level since the 1930*s have raised the 
problem of extrapolation in an acute form. The requirements of 
extrapolation may force us to use logarithmic rather than arith- 
metic equations for the interwar period in many cases, and in others 
to use deflated rather than actual prices. Analyses based upon 
year-to-year changes (for example, logarithms of link relatives) 
may be more useful in many cases than extrapolating analyses 
based upon the original variables. The recent studies of Cochrane 
and Orcutt indicate that the first step, and in many cases the only 
necessary adjustment, in analyzing relationships among serially 
correlated time series is to transform each series to first differences. 
Of course, the year-to-year change method breaks down when 
demand shifts rapidly, as it apparently did in the case of meat 
and dairy products during 1948-49. 

One other possibility is that the methods of sequential analysis 
can be adapted to choosing between alternative models in a nuni- 
mum amount of time. Certainly, each new year of the postwar 
period furnishes us with additional information on the structure of 
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postwar demand. I am hopeful that we can obtain much more 
accurate forecasts by thefpooling of prewar and postwar informa- 
tion than would be implied by the standard errors of forecasts 
from the prewar analyses themselves. It should give us some en- 
couragement to consider that a similar problem of extrapolation 
also existed in the 1820’s, a period during which great progress was 
made in price analysis. 



STATISTICAL ISSUES IN PRICE RESEARCH 

J. A. Nobdin 
Iowa State College 

AS MR. FOX has suggested, there is great diversity among 
the procedures currently used or advocated in the analysis 
of demand. The diversity exists even though all the workers may 
concur in thinking of the nature of our economic system on the 
lines of the Walrasian model, consisting of a very large number of 
simultaneous equations connecting all economic variables. 

The diversity of procedures appears as soon as the workers try 
to use their common model for prediction. Unfortunately, the model 
is only vaguely specified, and is extremely complex. Anyone who 
wants to use it in clarifying social problems must accept the neces- 
sity for simplification. Wherever there is simplification, there are 
sources of error in prediction. Each worker will choose his own 
simplification, attempting to avoid the errors that he thinks can 
be easily avoided, and those that he thinks have serious effects on 
the appropriateness of social action. 

Under such conditions, it is not to be expected that there will 
be any one procedure that ought to be considered the correct one. 
At least for the present, there seems to be little hope of avoiding a 
resort to opinion. As price research continues, there may be a con- 
sensus among workers to the effect that a certain type of error can 
be handled conveniently by adopting a specified technique; in 
such a case, the refinement can be expected to become part of the 
working knowledge of most researchers. In another case, there 
may be no feasible way of determining the relative seriousness of 
a group of errors; in such a case, workers may have to rely on in- 
tuition, or on a comparison of computation difficulties. 

The uncertainty that surrounds our work can be seen by consid- 
ering the relation between “shock” and “error” models. Assume 
that one of the equations of a complete economic model is the 
following: 

( 1 ) Otp + Pq + yl + €iXi + . • . + enXn = 0 , 

where 

p is the price of a good, 

q is the quantity bought in a specified period. 


lOSd 
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I is the national income for the specified period, 

Xx* • • Xn are other variables influencing the relation between 
price and quantity, and 

- * • €n are unknown parameters. 

The variables Xi^ • • Xn have, individually, slight effects on price 
and quantity. However, taken as a group they exert a significant 
influence on the market results. 

Assume that we are unable to observe aJi • • • Xn» Assume also 
that we are unable to observe I directly; instead, we observe an 
I* • • • a composite of 7 and other variables, * ym* Concretely, 
let 

(2) 7* = 7 + Tjxyi + • • • + limVin 

where are unknown constants. 

Suppose that we fit some function to the variables p, g, 7*. We 
shall have 

(3) a*p + fi*q + 7*1* = 0 

where a*, p*, 7 * are the fitted constants. This expression is equiva- 
lent to 

(4) a*p + + 7 *(I + H + VniVm) = 0. 

Plainly, a, P, 7 and o:*, 7 * are different sets of numbers. They 

differ because (4) includes a spurious ‘V*’ influence, and because it 
also excludes a legitimate '*x^^ influence. The inclusion of the * 
represent “error.*^ The exclusion of the ‘Vs” represents “shock.” 

Presumably we can improve on a*, ^ 8 *, 7 *, if we take into accoxmt 
both types of shortcomings in our model. However, no way of 
doing so is available at the present time. There are ways of dealing 
with either “error” or “shock” separately. In choosing to use either 
an error model or a shock model, the worker must make up his 
mind about the relative seriousness of the two differences between 
( 1 ) and (4). For instance, he must decide about the seriousness of 
imperfect reporting of statistics (error) in relation to the seriousness 
of the omission of a large number of variables whose individual 
effects on the market are slight (shock). Presumably there is no 
reason why all workers should reach the same conclusion on such 
an issue. For instance, a large part of the research that has been 
done at the Institute for Applied Economics, Cambridge Uni- 
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varsity, has assumed an error model.^ On the other hand, most of 
the work identified with the Cowles Commission has assumed a 
shock model.^ 

Issues 

Simultaneity: It seems to be necessary to deal with at least one 
demand curve and at least one supply curve, if we are interested 
in finding the demand curve for any product. We observe prices 
and corresponding quantities. Presumably every price-quantity 
point is the intersection between a demand curve and a supply 
curve. If we are to predict future intersections, we must attempt 
to understand the demand and supply curves. 

If we wish to improve our knowledge of demand curves, it is 
important that we should not exaggerate the amount of informa- 
tion contained in just the price-quantity observations. To every 
price-quantity point there corresponds an infinite number of de- 
mand and supply curve combinations that could have intersected 
at the given point. 

If we were limited to price and quantity observations, we could 
never *‘identify”a demand curve or a supply curve — ^we could never 
say about a particular equation* ‘There is reason for preferring 
this equation to every other equation, as an approximation to the 
unknown equation that describes demand conditions.” Fortu- 
nately, we can observe other relevant statistical series. Under 
favorable conditions, we can construct curves having particularly 
strong claims as preferred approximations to demand and supply 
curves. In at least some problems, the limited information method, 
perhaps supplemented by complementary procedures, seems ade- 
quate for “identifying” demand curves.’ There is good reason to 
hope that some combination of current methods can provide a 
reasonably good analytical basis for policy decisions affecting 
agricultural prices and outputs. 

The limited information method is called a simultaneous method, 
because models on which it is used include at least two equations, 

^ Hichard Stone, “The Analysis of Market Demand," 108 Jourtiid of the Bo^al 
Statistiml Society 280, 1045; A. R. Prest, “Some Experiments in Demand Analysis," 
81 Review of Economics and Statistics 33, February 1949. 

* M. A. Girschick and Trygve Haavelmo, “Statistical Analysis of the Demand 
for Food: Examples of Simmtaneous Estimation of Structural Equations, 15 
Econometrioa 79, April 1947. 

* T W, Anderson and Herman Rubin, “Estimation of the Parametera of a Single 
Equation in a Complete System of Stochastic Equations," 20 Annais of Mathemaii'* 
CM Statistics 46, Marc^ 1949. 
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to be solved simultaneously for certain parameters. The number of 
equations must equal the number of endogenous variables. Any 
variable appearing in the analysis is endogenous unless it is either 
a disturbance (a composite of a number of variables that are not 
observed directly) or a predetermined variable (one that can be 
regarded as given for the purpose of the problem being investi- 
gated.) We shall undoubtedly treat as endogenous variables the 
price and quantity of the good whose demand curve we want. If 
any other good is particularly closely related to the given one in 
the minds of buyers or sellers or both, we may include equations 
for the demand and supply of the second good. 

Clearly our decision to include or exclude a certain equation in- 
volves some judgment. If we proceeded in a certain extreme fashion, 
we should attempt to deal with supply and demand equations for 
several grades of cotton. We must expect disagreement on the feasi- 
bility of certain degrees of fineness in our distinctions among grades. 
On the other hand, we may agree that a model used in finding the 
demand for butter ought to include equations relating to oleomar- 
gerine. 

Another difficult problem relates to the treatment of social ag- 
gregates, such as the national income. Suppose that national in- 
come is included in the demand equation for the commodity in 
which we are interested. Must we deal with an equation accounting 
for the determination of national income? 

In the past, many workers have treated such aggregates as given 
functions of time, and therefore not to be determined simultane- 
ously with the price of an individual product. On the other hand, 
Girshick and Haavelmo, in their distinguished study of the de- 
mand for food, deprecate such treatment: “We could always split 
up total consumption into small sub-groups by a sufficiently de- 
tailed specification of the various types of consumer goods. Obvi- 
ously, such a regroupmg could not alter the fact that changes in 
the total consumer expenditures have a direct effect on income, in- 
come being the sum of consumers’ expenditures and investment ex- 
penditures. We must therefore assume that income . . . depends to 
some extent on the random shifts ... in the demand for food.”* 

It appears unwise to make a statement as sweeping as that of 
Girschick and Haavelmo. We must always base our judgments 
partly on the nature of the specific social problem on which we are 

^ GirsLick and Haavelmo, op, cU , p. 88. 
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working. Presumably we can agree that a complete description of 
the operation of our economy would include an account of each 
market^s effect on the national income. But we cannot yet escape 
from the galling constraint to accept approximations in place of 
the truth. When we allocate the resources available for an analysis 
of a particular social problem, it is not obvious that we must always 
concentrate on getting a relatively accurate representation of the 
process of dete rmini ng national income. The price of a group of 
grades of cotton may have little effect on the national income; ac- 
cordingly, we may choose to focus our attention on the relations 
among the prices of the several grades. On the other hand, if we 
deal with something that we call the market for food, perhaps we 
must follow Girschik and Haavelmo in writing an equation de- 
scribing the formation of national income. 

However, there is some reason to think that our work in the near 
future can be most fruitful if we restrict ourselves to small groups of 
commodities. There is danger that in dealing with agricultural ag- 
gregates we may obscure the problems connected with the alloca- 
tion of resources within agriculture. Successful treatment of broader 
social problems may have to wait until someone has put aggrega- 
tive economics into a more satisfactory condition. Before we in- 
clude aggregative equations in the determination of demand curves, 
we ought to ask ourselves whether, for instance, there is not consid- 
erable justification for Howard Ellis’s statement about one of the 
aggregative relations: "... The consumption function seems to 
resemble the Holy Ghost: a derogatory attitude toward it is the 
ultimate sin, but precise information about it is hard to come by.’’® 

Setting Up the Simvltaneous Model: It is possible to start our 
statistical work by assuming that we know what variables belong 
in each of the equations that we propose to use. If we have at our 
disposal an economic theory that seems to have passed its critical 
tests well enough for our purposes, there is a fairly strong reason 
for using the equations appropriate to the theory. But if the theory 
has not been tested — ^that is, if it is still properly called a hypothesis 
— ^we can only say that we assume the validity of the hypothesis. 
The validity of our findings depends partly on the validity of the 
economic theory used. 

In many cases it will be necessary to choose among economic 

* H. S. Ellis, “The State of the ‘New Economics’,” American Economic Semtc, 
476, March 1949. 
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hypotheses. Stone® and Prest^ have used confluence analysis in 
selecting variables for their demand equations. They assume that 
every observed variable consists of a systematic part (which may 
be related to the other variables in the demand equation in ques- 
tion) and a disturbance (consisting of variables like the in 
equation (^) above). The systematic part of an observed variable 
may improve our ability to explain other observed variables; the 
accompanying disturbance has the opposite effect. Confluence 
analysis is a method of determining whether the systematic effect 
predominates over the disturbance effect — and thus whether it is 
wise to include the suspect variable in the equation under consider- 
tion. 

If variables are to be selected by the use of confluence analysis, 
and then parameters are to be estimated by the use of the limited 
information method, we must remember that the former assumes 
an error model, while the latter assumes a shock model. In terms 
of equations (1) and (4) above, the problem can be stated as 
follows: when we are deciding whether to include the variable I* 
does the unrecognized presence of variables Xi . . . a^n impair our 
judgment to such an extent that confluence analysis ought not to 
be combined with the limited information method? 

Apparently, no analysis of this problem is available. But there is 
the following reason for thinking that confluence analysis ought to 
be retained: the unrecognized presence oixin . . Xn spoils our pre- 
diction whether I* is included in our model or not. Let us make the 
comparatively mild assumption that each x is uncorrelated with 
Then it appears reasonable to expect that failing to consider 
the will have the same effect on our prediction, whether I* is 
included or excluded. If this conclusion is valid, the fact that we 
shall later use the limited information method does not rule out the 
use of confluence analysis in construction of the model. 

In general, there is need for considerable work on the subject 
of testing hypotheses in economic problems. Suppose a group of 
hypotheses deal with demand and supply equations. By what Cohen 
and Nagel call the ^‘deductive development of hypotheses,”® we 
can "deduce” from a given set of equations some predictions about 

^ Op. cU, 

^ Op, 

* Morris R. Colien and Ernest Nagel, An Introduction to Logic and Scieniijic 
Method, New York, Harcourt, Brace, and Company, ldS4. 
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future prices and quantities. We shaJl probably not be able to pre- 
dict these prices and quantities exactly. But a hypothesis that pre- 
dicts better than any other over an extended period of time has a 
relatively strong claim to be used in farther prediction.* 

When we limit ourselves to “predicting” past prices and quanti- 
ties, it is difficult to choose among hypotheses. If we restrict our- 
selves to polynomial equations, we can make certain choices. If 
series x is being used to predict series y, we may choose between a 
first and second degree equation by observing lie improvement in 
“fit,” in relation to the loss of a degree of freedom. But no such 
procedure is available when we compare the results of two predic- 
tion equations, only one of which is a polynomial. It is not legiti- 
mate to compare the degrees of freedom in the two cases. 

This degrees-of-freedom difficulty seems unavoidable as long as 
we deal with “fit.” But when we use two equations to predict ob- 
servations that have not been used in estimatmg the parameters of 
either equation, it appears that we need not concern ourselves with 
degrees of freedom. Since the predicted values have not been used 
to determine the predictions, we may be able to compare closeness 
of prediction directly.^® 

Some variant of this procedure may deserve experimentation. 
For instance, we may want to go back to using the first f of a 
set of series in predicted certain values m the last 

* It is assumed tbat each hypothesis tested is suggested by some such process as 
introspection — that it is not chosen by selecting statistical series at random. 

However, it might be neeessar;^ to refuse to predict when the values of the 
variables used in predicting fall outside the range of values used in settmg up the 
estimation equating. 



USmG PRICE RESEARCH 

GeOBGE AIiCOHN 
University of Califomta 

I HAYE been asked to discuss the use and acceptance of statisti- 
cal price analyses that have been made in the agricultural field 
in California by farmers, farmers’ organizations, and others for 
whom the material must in the end be intended. 

First, what about the farmer and price research? In most cases 
he receives only the “answers” of price research in the form of 
general outlook information. Where prices are not established or 
supported by government, his price information is most likely to be 
only qualitative. 

Farmers’ marketing organizations for handling California spe- 
cialty crops request and use considerable statistical price analyses 
as a guide in their operations. What we are talking about here and 
now is not market information, but statistical price analyses, which 
measure quantitatively price changes caused by or associated with 
changes in certain variables. Some of these organizations’ particular 
need for price analyses arises from the fact that their commodity is 
only marketed during a very short period in the year. In some in- 
stances the whole of the crop must be sold at once in a market which 
has had no transactions for a year. Their market cannot be tested 
perio(hcally, nor is price focused shaiply for them as it is in the 
case of commodities sold on highly organized exchanges. We might 
parenthetically say, nor are the commodities they handle desig- 
nated commodities in Price Support legislation, which, of course, 
would set up some mark with respect to where prices might be. 

Farmers’ cooperative bargaining organizations selling processing 
fruits and vegetables, perhaps, use more statistical analysis in their 
price problems than most other groups. Their problem is peculiar 
in that price for theu* product is usually a negotiated price. Prices 
are established only once a year for a short season. In between 
seasons, no price exists. Where should price be established this 
season? Who knows? That is the problem for the negotiators, and 
they want what scientific help that is useful — ^to their ends. We are 
told by these farmer bargaining organizations that they use these 
price analyses in crystalizing their thoughts about the market. 
Grower organizations handling fresh fruits and vegetables do 
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not have the same kind of need for price analysis as do organiza* 
tions selling to processors, who must sell the whole of the crop at 
once on a cold, unknown market. In the case of citrus, price analyses 
have long been used by grower organizations to assist in deter- 
mining a desirable utilization of the season’s crop. What is needed 
and what is lacking, however, is some price analysis to guide action 
during periods within a season. 

Industry Marketing Cordrol Committees, We have in California a 
number of marketing agreements and orders operating under both 
federal and state statutes. While the federal and state government 
officials alone have the power to make the regulations, they do re- 
ceive and study the recommendations of industry advisory com- 
mittees. We should point out that with the exception of milk, prices 
themselves cannot be regulated. However, prices can be greatly 
influenced by other powers, such as control of supplies and sizes, 
market stimulation, etc. 

What use, then, do these industry control committees make of 
price research? Usually it is necessary to prepare quite a little 
analysis of price behavior for presentation at the hearings to in- 
stitute a program. A survey of opinion indicates that by and large 
most committees do not use detailed price analyses after programs 
have been instituted. 

Processors, handlers, and their organizations use some price 
analysis and, in addition, spend considerable funds in obtaining 
other relevant data. Price analyses are used by several companies 
as a guide in sizing up the market situation and, in some instances, 
in determining offering prices to producers. However, factors other 
than statistical price analysis may and do determine ^‘offering 
prices.” Price analysis is also used by some companies for current 
situation appraisal, as well as for determining bases for future 
operations. Some in this group expect to place more reliance upon 
statistical price analysis as times ^‘become more normal” in this 
post-war period. Some say they used price analysis to a considerable 
extent in the prewar period. 

In conclusion I might make the following observations: 

(1) In California statistical price analyses are used more by growers or- 
ganizations and market control program committees than by in- 
dividual farmers, 

(S) Statistical price analyses for farmers’ organizations are perhaps most 
useful in selling commodities to processors. 
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(3) Bestilts of statistical price analyses thus far appears less useful and 
bargainmg more difficult where there are multiple utilizations of the 
product. 

(4) Fanners* organizations and handlers want more price analyses 
whether they actually use them or not. They expect them to be more 
useful as more post-war data become available. 

(5) For general farm audiences the “case” method of presentation re- 
ceives good attention. 

(6) The author of involved mathematical price analysis designed for 
some immediate operating problem should himself present the 
analysis to the operating group. 

(7) Industry groups make little or no use of price analysis to precisely 
maximize returns. Available data are not exact enough to be 
definitely sure that returns can really be precisely maximized by 
any course of action. 

(8) A byproduct of price research is the recognition of necessary and 
more complete data. Perhaps more cooperation is needed between 
persons gathering statistics and the analysts. 

(9) It appears to me that the areas of usefukess and the limits of price 
research are not well staked out Some folks place more reliance in 
price analysis than is justified, others are perhaps unduly scornful. 



MAKING PRICE RESEARCH USEFUL 

J. Cabeolii Bottom 
Purdue ITniveraity 

I N COMMENTING on this subject I would like to point out 
that. (1) in the early stages we asked and were offered too much 
in our price analysis research; (^) our price analysis research has 
not made its full contribution during the past decade and a half; 
(S) the need for the contributions of price research has increased 
many foldt (4) what we need is basic quantitative economic meas- 
urements which the operating forecaster and policy maker may use; 
and, (5) we should not delay our activities in this field waiting for 
methods which will give us the same degree of accuracy that may 
be obtained in the natural sciences. 

Price research has not kept pace with the growth in price fore- 
casting or price policy making. We have continued to expand work 
in agricultural outlook and in agricultural price policy without 
quantitative price research making the contribution to these ac- 
tivities which it should and could make. 

In the 19^0’s we expected too much. We were looking for a 
statistical formula to predict prices of individual commodities. 
Some statisticians in their enthusiasm gave it to us. When eco- 
nomic conditions changed and the relationships and weights 
assigned to the various factors were no longer applicable to the 
new economic conditions, the formula forecasting fell into dis- 
repute. With this set-back, caution arose concerning any com- 
plicated mathematical approach to price research. 

Analyses need to be made by individuals or groups of individuals 
who are fully familiar not only with statistical procedure but also 
economic theory and a full knowledge of the characteristics of the 
commodity involved. We, also, need to make this data available in 
understandable form to the many individuals working in the out- 
look and policy fields. 

We have before the nation proposals to make direct payments to 
farmers for the amount the free market price of the commodity 
averages below the annoimced support price. Empirically derived 
supply and demand functions are needed to complete economic 
models which will provide estimates of the effects (including costs) 
of such a pricing program under assumed or historic conditions. 
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These are not mythical problems, they are altogether too real. Dis- 
cussions are being carried on and decisions are being made without 
the full benefit of quantitative price analysis research. 

If we turn to the outlook field or where price information is used 
as a guide to private operations where do we find adequate statisti- 
cal data showing supply and demand relationships? In making an 
appraisal of the hog outlook, for instance, one really sets up a model, 
allhough most of us do not think of it in these terms. We have 
reasonably good estimates of hog farrowings. Let us assume that 
we arrive at a forecast of an acceptable level of disposable income. 
With such a disposable income, what would be a statistically 
reliable demand function for pork products? Marketing costs are 
readily predictable a year ahead. The prices paid for pork may thus 
be calculated and in turn the prices for hogs. I recognize that we 
have changing demand schedules for pork, but let the forecaster or 
the operating outlook worker have the knowledge of how demand 
has operated under various situations. 

The point I’m trying to make and to emphasize is that the econo- 
metrician should provide the basic pieces of price data which the 
operating agricultural forecaster and the agricultural policy maker 
needs to make a quantitative analysis of any current situation. The 
outlooker and the policy worker must choose what price data or 
model pertains to the situation involved. The econometrician 
should be interested in building a large base of fundamental data 
which those working directly in the applied economic fields may 
use. I am inclined to believe that there is much useful price data 
that has been prepared and is being used by individuals working 
in the price forecasting field that might profitably be published and 
made available to many others. 

Our price research resources call for the use of the most simple, 
least time consuming techniques. Complex models — ^by the very 
fact that they are models and that no one is a ‘^divine mathe- 
matician” are simplifications that must be judged with the intuition 
called experience. We must keep in mind that if they are to be 
valuable they must be used by others. The use of the simpler 
methods also leads to a more critical view of the results. In some 
instances it has almost appeared that the object was to keep the 
presentation involved. There is less tendency to swallow a brass 
doorknob if it isn’t so elaborately wrapped. 

In price analysis we need to break away from the natural 
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sciences’ 95 to 99 percent limits of probability as the key to whether 
findings are significant. We should not wait until we have reached 
these limits. There are too many changes with time which the 
statistical approach probably can never measure, to strive for too 
high a degree of statistical accuracy in the price area. It is like 
striving to put a razor edge on a soapstone. The fundamental re- 
lationships of the factors used are too unstable to justify too high a 
degree of refinement. 

One cannot discuss the subject of making price analysis research 
more useful without mentioning the need for more complete 
statistical data. This includes not only the gathering of data but 
also making it available in a usable series. We have made much 
progress in this area; nevertheless, there are still many gaps. The 
marketing processes should be more fully described. We need more 
data on governmental action programs, which not only include 
dollar data but also bushels and acres. We also need more regional 
information. 

Because much of our price analysis is national in scope, I should 
like to raise the question — do we not need more coordination in 
price research? Far be it from me to propose that all price research 
be included and stereotyped into one great project. Yet, maybe 
we could make more progress and make more fully available the 
necessary information if we took a partial lesson from the approach 
used in the development of the atomic bomb. Perhaps the alterna- 
tive is enlarged activities in the Bureau of Agricultural Economics, 
closely geared to the more specialized activities carried on in the 
States. 



MEASUEING THE INCOMES OF FARM PEOPLE 

Ebnest W. Ghovb and Nathan' M. Koffsky 
Bureau of AgrictdiuroL Economics 

W E ENOW something about the incomes of fann people — 
but not nearly enough. We know approximately what 
their total income has amounted to in any given year; and from the 
number of persons on farms, the number of farm workers, or the 
number of farm operators, we can compute simple arithmetic 
averages of their individual incomes. But we know very little about 
how the total income is distributed among farm families. We can 
also compare averages of farm income with corresponding averages 
of nonfarm income. But we are not sure just how “comparable” 
the figures really are. 

This lack of detailed knowledge with respect to the distribution 
and comparative level of farm income arises in good part from the 
indirect methods that must be used in its estimation. Treating 
agriculture as though it were a single large firm, we estimate its 
gross income, its production expenses, and its net income from a 
wide variety of data on farm production, marketings, prices, and 
costs that have been collected primarily for other purposes. The 
method yields aggregates only, in terms of current values prevalent 
at the farm; and while the results are probably fairly reliable for 
what they purport to be, they are nevertheless inadequate for 
some purposes. 

For the general purpose of indicating the comparative well-being 
of farm people, there are three major inadequacies. (1) Lack of 
state estimates of net farm income, (2) an absence of any satisfac- 
tory basis for comparison with nonfarm incomes, and (3) a dearth 
of acceptable data relating to size distributions. The method used 
in developing the national aggregates is also adaptable to state 
estimates; and a start has been made in their preparation. Thus, 
•the only difficult problem in the case of state estimates is that of 
trying to do the job with insufficient resources. 

In the areas of comparison and size distribution, however, some 
conceptual and statistical problems are as yet unresolved. It is the 
purpose of this paper to indicate something as to the nature of 
these problems and to provide a brief summary of the tentative 
results obtained in several recent attempts at their solution. 
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Pfoblems of Comparison 

In any attempt to compare the absolute levels of farm and non- 
farm incomes in terms of data now available, three principal ques- 
tions arise. (1) How complete are the respective totals in their 
coverage of income? (3) What is the difference in their purchasing 
power? and (S) WHbat is the most satisfactory unit or basis for com- 
parison? 

Completeness of coverage has to do chiefly with the fact that 
many people receive income from both farm and nonfarm sources, 
so that a simple average comparison of farm and nonfarm incomes 
may give distorted and misleading results. The problem may be 
handled by including all sources of income on both sides of the 
comparison, or by limiting the comparison to those groups that 
have but a single source of income. The latter course probably 
presents more statistical dijflSculties than does the former in the 
present state of our knowledge; and it is subject to further objec- 
tion in that the scope of the comparison is defined in terms of the 
incomes to be compared. 

Other factors to be considered under the heading of coverage are 
the intangible elements of income associated with the comparative 
advantages and disadvantages of farming as a way of life. Few 
would deny that farm life provides a psychic form of income that 
is not generally enjoyed by urban populations. Is this psychic in- 
come wholly or partially offset by economic disadvantages that are 
not reflected in our income data? The question is not amenable to 
statistical treatment; but it should not be forgotten in the final 
analysis . 

The question of purchasing power has to do with (1) differences 
in the composition of commodities and services that go to make up 
comparable levels of economic well-being on the farm and in the 
city, and (%) differences in the cost of similar items in the two 
situations. Paradoxically, the very fact of large differences in- 
creases the difficulty of measuring them accurately; and the basic 
index-number problem becomes especially acute in this case. The 
theoretical issues involved are well known, and need not be de- 
veloped here; but the most important practical problem, namely 
the valuation of nonmoney income, deserves a brief mention. 

With the possible exception of members of the armed forces, 
farmers are the only large group to receive a major portion of their 
income in kind. Farm-produced food and fuel wood consumed 
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directly in farm households is ordinarily valued at cost in terms of 
prices actually received for the sale of similar products. And the 
occupancy value of farm dwellings, inseparable in the market from 
the rental or sale values of farms as a whole, is also imputed as 
something approaching opportunity cost. How are these items to 
be treated in measuring differences in purchasing power or **cost of 
living”? 

One possible solution is to eliminate them completely from the 
monetary comparison. That is to say, income on both sides of the 
comparison could be defined as net money income after deducting 
all expenses for food, fuel, and housing. The comparison would 
then be in terms of income over and above that required for some 
of the basic necessities of life; and it desired, a supplementary 
comparison of the quantity and quality of the latter could be made 
in terms of physical instead of value units.^ 

On the other hand, it these imputed, nonmoney items are re- 
tained in the monetary comparison, the cost-of-living analyst 
must answer some difficult questions. Retail prices of food normally 
average about twice as high as prices at the farm which are used in 
valuing home consumption. And the rental values assigned to 
farm dwellings have been only about a third as large, on the 
average, as rents on nonfann dwelling units. How much of these 
spreads can be considered as representing real price differentials? 
And how much is due to differences in quality of the commodities 
and services being priced? The problem is particularly difficult in 
the case of rental values because housing available on the farm is 
frequently of an entirely different kind from that available in the 
city. 

The third major question in any comparison of farm and non- 
farm income is the appropriate basis for that comparison. That is 
to say, the aggregates of income, however adjusted, must be re- 
duced to units of comparable size and‘ quality. Should the com- 
parison be in terms of income per person in the total population on 
the basis of farm or nonfarm residence? In terms of income per 
worker on the basis of occupation? Or in terms of income per 
family on the basis of either residence or occupation? Because of 
the relatively large numbers of children and older people on farms, 

^ Some proposals of this general nature were tentatively suggested by Dorothy 
S. Brady in a paper presented at the 1949 meeting of the Conference on Research 
in Income and Wealth. 
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the large proportion of unpaid family workers in the farm labor 
force, and the relatively large size of the average farm family, the 
choice among these or other alternatives obviously will have a 
material effect on the results to be obtained. 

Another question in this connection is whether the comparison 
should be in terms of simple, nation-wide averages of income, or 
whether farm and nonfarm incomes might better be compared 
within each region or state. The latter basis would give results 
somewhat more favorable than the former to the farm side of the 
comparison, because a large proportion of the farm population and 
only a relatively small part of the nonfarm populations are in the 
south where incomes in general, both farm and nonfarm, tend to 
be lower than average. 

It is no part of the purpose of this paper to try to provide any 
final answers. But it may be worth while to summarize briefly the 
results obtained in two recent and tentative studies which attacked 
these problems on a nation-wide basis.® 

In one case, 1941 data on prices paid for family living by farmers 
and by urban wage earners, obtained primarily from the study of 
‘Tamily Spending and Saving in Wartime,*^ were combined into 
weighted index numbers representing the average price differential 
between farm and city. The 1941 average net income per farm 
operator from farming was then adjusted downward to eliminate 
an estimated average value of unpaid family labor oflier than that 
of the operator; and the result was compared with the average 
annual earnings of factory workers in the light of the price differ- 
ential previously established. The conclusion was that the pur- 
chasing power of farmers’ incomes so adjusted averaged about ^5 
percent less in 1941 than that of urban factory workers. Similar 
calculations for 1945 were also made in this study, using price data 
translated to reflect the wartime situation; and the results indi- 
cated approximate equality of purchasing power as between farm 
operators and factory wage earners in that year. 

In the other study, a series of rather complicated adjustments 
were apphed directly to the BAE data on per capita farm incomes 
to achieve rough purchasing power comparability with nonfarm 

^ One of these studies appears as ‘Tana and Urban Purchasing Power” by 
Nathan Koffsky m Volume 11 of Siudtes in Income and Weal^, Conference on 
Research m Income and Wealth, National Bureau of Economic Research, New 
York, 1949, pp. 15M78. The o&er is summarized in the “Comment” of E. W. 
Grove appearmg in the same volume, pp. 212-216 
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per capita iacome. The results were then adjusted to allow for 
differences in the regional distribution of the farm and non farm 
populations and in the average size of the family in the two groups. 
It was concluded that, for the United States as a whole, real in- 
comes of farm and nonfarm families in the same general locality 
averaged about equal in 1945, but that a disparity of at least 
percent prevailed in most prewar years. 

In neither of these studies was the comparison based on a func- 
tional analysis of income. Total incomes were compared, in other 
words, without any special attempt to distinguish returns from 
land, capital, labor, and management on either side of the compari- 
son. In other respects, however, the two studies differed con- 
siderably in their approach to the problem. In one case, the labor 
income of the average factory worker was compared with the 
average farmer’s composite returns on his capital, labor, and 
management, but exclusive of any income from nonfarm sources. 
In the other case, average total income of nonfarm families from 
all sources was compared with the corresponding average total 
income for families living on farms. 

Because of these differences between the two studies in the basis 
for comparison, their respective conclusions are not strictly com- 
parable. And both, it may be noted, were based on income data 
that have since been revised. Yet they tend to reinforce each other 
in pointing to^the general conclusion that during the last three or 
four years farmers may reasonably be considered to have achieved 
something approaching income equality with the rest of the 
country. 

But this "equality,” if real, is only in terms of nation-wide 
averages of income; and we are not yet able to say very much about 
income relationships in individual states. Such limited data as are 
available suggest that during the last few years farmers in certain 
parts of the Western and North Central regions of the country may 
actually have been a good deal better off than nonfarmers in those 
areas. And at the other end of the scale, particularly in certain 
parts of the South, it seems equally likely that fanners have re- 
mained at a substantial disadvantage even during the general farm 
prosperity of recent years. It is possible, therefore, that average 
equality for agriculture has been achieved in part at the expense 
of greater relative inequality within agriculture. But firm con- 
cluaons on this score are not possible in the present state of our 
knowledge. 
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Distribution by Size 

Thus far we have been concerned with totals and averages of 
farm income, and with problems of comparison. But even if we had 
complete and up-to-date data of this kind, which could be in- 
terpreted precisely from a comparative standpoint, the absence 
of size distributions of income would still prove to be a serious lack. 
The comparison of average incomes needs to be supplemented with 
information as to how many of who get how much. 

Commonly cited in this connection are the Census of Agricul- 
ture distributions of farms by value of sales or by total value of 
product. These distributions are useful, but they are incomplete. 
We need distributions of farmers’ net income as well as their gross 
income. And we also need to know how the distribution of farm 
families by size of net farm income is changed when income from 
nonfarm sources is taken into account. 

The Bureau of Agricultural Economics has done a good deal of 
work along these lines in recent years. It has recently completed 
some preliminary estimates of size distributions relating to the in- 
come of farm-operator families in 1946. But this is another field in 
which it is difficult to obtain conclusive answers, and we are not 
yet ready to say that our results are the best that can be achieved. 
The preliminary findings were reported to the Conference on Re- 
search in Income and Wealth earlier this year, primarily for the 
purpose of obtaining a technical review of the statistical adjust- 
ments applied to the original survey data. As a result of this review 
further investigations of the data and refinements of procedure 
are now in process; and the distributions may be materially revised 
in the near future. 

Nevertheless, the results obtained so far seem fairly reasonable, 
an^ some of the main findings are not likely to be very much 
affected by any future revisions. So the following summary of 
methods and results can be presented with little fear of contradic- 
tion in the final analysis. 

The distributions were based largely on data relating to farm in- 
come and expenses for the calendar year 1946, collected in the 
Enumerative Survey of Agriculture in January 1947. More than 
14,000 usable schedules were obtained on gross cash farm income 
and about S,700 usable schedules on production expenses. As in 
other recent income surveys conducted by other governmental 
agencies, the BAE survey was characterized by underenumeration 
of farms and underreporting of income, TJnderenumeration was not 
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a serious diflBiculty because sufficient control data were obtained in 
the survey to permit expansion of the sample to the number of 
farms reported in the 1945 Census of Agriculture, using three 
major size-of-farm groups. It is to be noted that the underenumera- 
tion was largely in the smaller farms; this is primarily a reflection 
of the difficulty of identifying them as farms according to the 
Census definition. 

The heart of the difficulty in constructing reliable size distribu- 
tions of farmers* incomes lies in the severe underreporting of in- 
come which apparently is characteristic of farm income surveys. 
Receipts are generally understated, partly because of failure to 
remember the many transactions involved in the farm enterprise 
during the year, and also because of reluctance to disclose income 
data. These biases operate with greater force on the reporting of 
farm operators* income than on the reporting of income by most 
other occupational groups. Wage earners, for example, generally 
have fixed rates of earnings, easy to remember and report, and also 
relatively easy to check. In the companion survey of nonfarm in- 
comes in 1946, conducted by the Bureau of the Census, more than 
90 percent of total urban wages and salaries was accounted for in 
contrast with only about half of total net cash farm income in the 
farm survey. Under such circumstances, the necessity of adjusting 
the original distributions is self-evident, especially when compari- 
sons are sought between farm and nonfarm groups. 

After expansion to the 1945 Census number of farms, the survey 
accounted for percent of the aggregate BAE estimate of cash 
farm receipts, 91 percent of estimated total production expenses, 
and only 49 percent of net cash farm income. There was a fairly 
consistent pattern in the extent of underreporting by regions, 
implying that the sample was rather uniform in coverage for 
different parts of the country. It is noteworthy that the value of 
sales as reported in the 1945 Census of Agriculture represented an 
imderstatement from the BAE aggregate of approximately the 
same percentage as occurred in the 1946 survey. Furthermore, the 
Census distribution of the value of sales is quite similar to the 
distribution of gross cash farm income obtained from the survey, 
particularly when allowance is made for the generally higher level 
of income in 1946. 

The BAE totals of gross income, production expenses, and net 
income are themselves subject to errors of estimation; and the 
question naturally arises as to the propriety of adjusting the income 
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distributions to reflect aggregates which are not guaranteed to be 
correct. Yet the preponderance of evidence is on the side of adjust- 
ment. It is a characteristic of income surveys to underreport 
income, and the underreporting is usually greatest in the case of the 
self-employed, whether farm or nonfarm. In the 1946 surveys, non- 
farm entrepreneurial income was underreported by about the same 
proportion as farm income. It should also be remembered that the 
Census of Agriculture is an income survey insofar as it relates to 
the value of sales or of total product; and as such it is subject to 
the limitations and biases of any income survey. 

The relatively good reporting of farm production expenditures — 
91 percent of the estimated BAE aggregate — ^provided the opening 
step in adjusting the survey results. After raising all production 
expenses proportionately to reflect the BAE estimate, the corre- 
sponding gross cash farm income was determined by means of a 
relationship between gross cash income and production expenses 
at each income level determined largely from other sources. The 
survey covered the nonfarm income of farm-operator families, but 
excluded nonmoney income. By a series of cross-tabulations, how- 
ever, and with the aid of data from other sources relating to the 
nonmoney income from farming, the following distributions were 
developed which reflected the BAE aggregate estimates: (1) Gross 
cash income from farming, (2) net cash income from farming, (3) 
net cash income from farm and nonfarm sources combined, and (4) 
net total income from farm and nonfarm sources, including non- 
money income from the farm. 

In all cases, the distributions after adjustment are more unequal 
than before adjustment. This is because the available evidence in- 
dicated that most of the “missing” farm income belonged in the 
higher income groups, on the basis of the relationship between 
cash farm income and production expenses at those levels; and the 
adjustment was accomplished accordingly. 

However, the greatest interest attaches to the lower income 
groups which were relatively little affected by the adjustment. In 
the distribution of gross cash farm income, the original survey 
indicated that 83 percent of all farms had gross cash incomes of 
less than $500. After adjustment, the percentage was lowered only 
slightly to 29 percent. For Tiet cash farm income, the ori^nal dis- 
tribution indicated 33 percent with negative incomes, and the 
adjusted distribution SO percent. 

At flrst glance, the indication that almost a third of all farms had 
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negative net cash farm income in 1946 — ^an unusually prosperous 
year for agriculture as a whole — ^may seem unreasonable. But after 
reference to the distribution of gross cash farm income, to the 
standard definition of a farm, and to the distribution of mcome 
from nonfarm sources, it begins to appear quite reasonable. 

As already noted, nearly a third of all farms had gross cash 
farm incomes of less than $500, a proportion that is substantially 
confirmed by the value-of-sales data from the Census of Agricul- 
ture. Approximately two-thirds of all negative net incomes fall in 
this group with relatively low gross farm income. It should be 
emphasized that for the most part these farms are not commercial 
operations. Some are primarily country residences. Others, supple- 
mented by income from nonfarm sources, provide living from the 
farm in noncash items. The tremendous importance of nonfarm 
income to this group may be illustrated by comparing its average 
size at each level of net cash farm income. For those farm operators 
with negative cash income from farming, the average nonfarm in- 
come was $1,700. At levels of net cash farm income above zero and 
ranging up to about $6,000, income from nonfarm sources becomes 
substantially smaller, averaging around $500 more or less at those 
levels. At still higher levels of farm income, nonfarm income again 
becomes increasingly larger in absolute terms, though it remains a 
relatively small part of total income at those higher levels. But the 
most signific§,nt point in all of this is that negative net cash farm 
incomes do not actually mean an excessively low level of total in- 
come for any substantial number of families who fall in that group. 

Inventories are another matter worth mentioning in connection 
with negative cash farm incomes- One of the principal gaps in our 
data relates to the effect of changes in inventories on the distribu- 
tion of income* The survey was confined to cash items, and did not 
obtain any information on inventories. But we know from a study 
of farm-account records in Illinois that some commercial farmers 
fall in the negative net cash farm income class because they are 
building up inventories. On the other hand, some farmers were in 
the higher cash income classes because they were selling out of 
inventories. Although no precise estimates can be made, the in- 
clusion of farm inventory changes might have reduced considerably 
the number of farms in the negative income group. 

For purposes of comparing the income distributions of farm and 
nonfarm families, it is appropriate to include for the farm-operator 
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family all the income it receives — cash farm income, income from 
noiifarm sources, and nonmoney income received from the farm 
in the form of food and shelter. It would also appear appropriate 
to value the food consumed on farms at retail prices to farmers. If 
all this is done, then the shape of the income distribution for farm- 
operator families in 1946 turns out to be much the same as that for 
nonfarm families. 

♦ sit :J« 

It was concluded earlier in this paper that the over-all average 
incomes of farm and nonfarm families have probably had about the 
same real purchasing power during recent postwar years. And the 
further conclusion has now been reached that their incomes were 
probably distributed by size in somewhat the same fashion. But it 
does not necessarily follow from these two tentative and independ- 
ent observations that the purchasing power of income was the 
same at each of the corresponding size classes m the two distribu- 
tions, Much more detailed studies would be necessary to establish 
any such correspondence. 

Three frontiers in farm-income research have been briefly con- 
sidered here, namely the development of state totals, the compari- 
son with nonfarm income, and the construction of size distributions. 
Some pioneer work has been done on all three. But so far the work 
on any one has been largely — and necessarily— independent of 
that on either of the other two. If and when the work shall have 
progressed to a point at which answers to all three can be combined, 
then, and not until then, will we really be able to measure the in- 
comes of farm people. 



BEFLECTIONS ON POVERTY WITHIN AGRICULTURE* 

Theodore W. Schui/tz 
Vniversity of Chicago 

A Summary 

The setting of this paper is the American scene, concentrating on the 
long run and abstracting from sudden changes and fluctuations that occur 
in the short run. The simplifying empirical propositions on which this 
paper stands are as follows: 

1. The differences in the level of living among communities were not 
as great at the time people were pioneering new areas or at the time 
industrialization began as they have become since then, 

2. Significant differences have emerged within agriculture not mainly 
because of a deterioration on the part of those communities in which 
people are now living under conditions of poverty, but largely be- 
cause of the mcreases in per capita income that have been realized by 
other communities. 

3. These gaps, consisting of differences in level of living, are basically 
the consequences of the way in which the economy of the United 
States has developed and not primarily the result of any original 
differences in the cultural values or capabilities of the people them- 
selves. 

Each of these propositions is meaningful in that an appeal can be made 
to empirical experience in determining its validity. The third proposition 
is central and crucial. The observation is made that the physical character- 
istics of land are passive in the poverty problem. The drift of prices is also 
in a passive jposition. 

Can economic progress bring about increasing disparity of income? It 
could not if we ^re to take the classical conception of economic progress; 
that is, increases in aggregate income under conditions where per capita 
income tends to remain constant. This is the Ricardo-Malthus-Mill, 
‘‘Dynamics of Political Economy.” It is based on two rates of change: (1) 
power of production and (S) power of population with the power of pro- 
duction in the position of the limitational factor. Given this conception, 
communities do not diverge in per capita income. 

A broader formulation of economic progress consists of increases in ag- 
gregate income with changes in per capita income unspecified, except that 
no co mmunit y is made worse off. This view includes the Ricardo-Malthus- 
Mfil conception as a special case. The principal analytical problem becomes 
that of specifyiag the condiHona that are necessary for a disparity in per 
capita income to emerge. 

The economic history of Western Europe since 1650 suggests that the 
advances in technology and in economic organization usually ascribed to 
the induslrial revolution gave rise to (1) a greatly increased aggregate pro- 
duction, (^) a marked increase in per capita income generally in Europe 
despite the fact that the European population multiplied five times from 
1650 to date, (S) an increasing disparity in per capita income between 

* The full text of the paper presented at Laramie will appear in the Journal of 
Polidcal Economy, vol. LVlII, February, 1950. 
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Western Europe (certainly up to World War 11) and those parts of the world 
that had not benefited from the process of industrialization, and (4) con- 
ditions which impeded migration of non-Europeans to Europe, a develop- 
ment that would have brought about factor-price equalization to human 
agents between European and non-European communities had it occurred 
in sufficient numbers. 

We then esramine the conditions that are necessary for increasing dis- 
parity in incomes to occur. The effects of capital accumulation are indi- 
cated. The main analysis, however, concentrates on the following three 
sets of conditions: 

1. Conditions that determine the proportion of a population that con- 
tributes to income. The ratio of contributors to non-contributors is 
affected by changes in composition of population associated with 
economic progress, changes in continuity of employment and the 
specialization permitted by division of labor that emerges with eco- 
nomic development, and by the differences ascribable to income meas- 
urement and to income accounting. 

2. Conditions that determine the abilities of a population to produce. 
This approach calls for a classification of abilities. The abilities that 
can be acquired are of central interest A brief survey is then made 
of the (1) process by which capital is “invested” in human agents; 
(2) amount thus invested; and (3) effects of this investment on pro- 
ductivity of a population. 

3. Conditions that impede factor-price equalization. Economic progress 
requires exceedingly large transfers of human agents. An instructive 
special case is a pre-industrial demographic type of population under 
conditions that do not necessarily require any trade or factor move- 
ment to attain factor-price equalization. Transfer of factors is, how- 
ever, necessary under advanced industrial demographic type (the 
Samuelson exception is noted) in order to attain factor-price equaliza- 
tion. There remains the difficult problem of determining the compara- 
bility of typical human agents in pre-industrial and advanced in- 
dustrial demographic communities. It appears that we are dealing 
with essentially comparable factors with two types of exceptions. One 
of these occurs when long systematic training for specific skills is re- 
quired and the other when ability to adapt in the short run is in- 
sufficient. 

There are basic cultural impediments to factor-price equalization. These 
involve sociological considerations havmg costs aspects. For society, the 
gams to be achieved from paying the costs of reducing these cultural im- 
pediments are greatest when these costs are non-recurring for any migrant. 

DISCUSSION 

Erven- J. Long 
Umvemty oj WiscoTisin 

Professor Schultz’ major -thesis, developed out of his analysis of the 
causes operative in creating disparities among economic levels of different 
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farm commimities, is that poverty in rural areas is due to their having 
been by-passed in the processes of industrial progress. This analysis serves 
at least one very important purpose. It removes the responsibility for pov- 
erty from the individuals so affected, and fixes it upon the public. This 
justifies work on the problem by economists as being in the public interest, 
and support of their proposals, if sound ones be found, a public responsibility 

But there are certain methodological implications of the argument which 
I find quite uncomfortable. They find their clearest expression in the series 
of comments on what Professor Schultz refers to as “research concentrating 
on land.” However, since I believe, along with him, that his conclusions on 
this point are necessary logical implications of his formulation of the prob- 
lem, the following comments should have a bearing upon a much larger 
array of implications of his argument. 

The question I should ask is: what kind of conception of causation can 
help remove or diminish poverty in agriculture? Implicitiy, it seems to me. 
Professor Schultz’ argument conceives of causation as being much like 
immutable impersonal forces. As we try, following this conception, to im- 
ravel the skein of causation involved in the creation of poverty in agricul- 
ture, we trace it back through human affairs, halting somewhat arbitrarily 
on the developmentary processes of the country’s economy. We could have, 
with equal logical precision, traced the pattern of causes by way of the im- 
equal geographical development of the country, back to the uneven dis- 
position of romeral and other natural resources. We thus need come to no 
logically imposed halting place until we find the explanation of our problem 
in the beneficence of the gods or the orneriness of the devils, as best suits 
our disposition. This conception of causation, as the working out of im- 
personal forces sweeping human affairs on to their destinies, serves quite 
well in transferring responsibility from the individuals affected to the pub- 
lic, For it is becoming almost a norm of our public morahty that we do not 
allow individuals to suffer unaided the full brunt of disaster-bringing im- 
personal forces outside their control. For sucdi a purpose, it doesn’t matter 
much where we stop in our tracing out the path of causation, provided only 
that it is sufficiently far removed from the individuals we are mterested in 
helping. 

But the broader problem of finding ways of improving the level of living 
of the poorer people in agriculture makes more exacting demands upon our 
method. A conception of causes to be relevant in the problem and to have 
power in its solution must have its basic focus not upon present circum- 
stances and their antecedents, but upon present possible courses of action 
and their probable consequence. This consequence-grounded conception of 
causation has been the uniquely American contribution to logical theory. 
In logical theory, the pragmatic conception of a cause is that which can be 
isolated and when brought under control will bring about a desired recon- 
struction of the situation under study. In the words of the great Chicago 
philosopher G. H. Mead, “Generally it (i.e. cause) is some condition which 
can be changed in order to bring about a different result.” 

If OUT analyses are to lead to acceptable and workable formulations of 
policies to follow in reducing rural poverty, they must be couched directly 
in tenus of alternatives avdfiable in the situations in which poverty occurs. 
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and are only indirectly concerned with the “underlying causes*’ by which 
such poverty is explained. This consideration leads me directly to the con- 
clusion that our contribution to the solution of the problem, of rural pov- 
erty will come principally from intensive and systematic inquny into the 
potentialities inherent in those situations in which poverty exists. This im- 
plies community and area studies bent on explormg the fuU array of avail- 
able alternatives open to the poor people living in them. Especially it im- 
phes a study of local social and economic processes for an attempt to locate 
those strategic points at which specific public action can be most effective. 
(A study recently published in Land Economics of a very poor northern 
Wisconsin commimity revealed that most national programs designed to 
serve the general interest as depression remedies actually worked against 
the long-run iuterests of the people in the community.) 

These public actions might include such general things as encouraging 
migration to other communities, development of new industries, better bal- 
ancing of factors of farm production, and a rationalization of the relation- 
ship between institutions and the resources already in use. This, as I under- 
stand it, has been the principal objective of land economics research. 
Most such research worthy of the name has concentrated on the way in 
which land is incorporated as uses into the economic organization of the 
area in question. Far from being unable to reveal causes as Professor 
Schultz contends, they have, I believe been among the most useful of in- 
quiries revealing causes — ^in the meaning of “causes” that I have sketched 
out, i e warranted clues to significant social action for relieving the com- 
munities’ poverty. 

It is true that land as such plays a passive role; but the way in which 
land is incorporated into the economic organization of a community is one 
of the really dynamic facts of rural life — ^just as the way coal and iron ore 
deposits, or isolation-imposing rugged terrain, are caught up in and give 
differential direction to the developmentary processes of our country’s 
economy. I refer again to the northern Wisconsin community mentioned 
before. Built upon a combination of agriculture and forestry as the eco- 
nomic base, the institutions of the community took form and solidified. 
Line fences and farmstead locations defined the scale of operations; legal 
and pohtical institutions of private property defined the mode of economic 
organization; custom, habit and culturally acquired tastes made the people 
immobile and imimpressed by the call of better opportunities elsewhere. 
This process set the stage for great distress when the forests were depleted 
and the rich, thin top soil gave out. Analysis of these processes provides, 
I believe, the only source of clues to procedures to follow in improving the 
situation. Neither the terrific internal pressures of a disintegratmg com- 
munity economy during the depression, nor the external wartime pull of 
the people into military and industrial employment, left any significant de- 
cline in the number of people residing and trying to make a living in the 
community. No doubt similar circumstances of poverty induced by malad- 
justment in land uses — ^the rigidifymg of institutions in situations demand- 
ing their flexibility — could be recounted for most important poverty- 
ridden areas in the country. 

I certainly agree with Professor Schultz that agricultural economists 
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have contributed too little to the solution of poverty in agriculture and 
that this is not due primarily to coercive political pressure. But I cannot 
believe that they have neglected the study of rural poverty because, ac- 
ceptmg the prevailing folklore, “they do not believe that poverty is an im- 
portant social problem.” I believe, rather, that we have neglected study of 
the problem because our basic methodologies—the hidden major premises 
of our research — ^have been such as to prevent our making powerful ad- 
vances on the problem. 

I have developed at some length the case for intensive investigation of 
local economic processes. This intimacy of insight into farmers’ experiences 
was achieved in those empirical farm management studies in which more or 
less agricultural economics was bom. But their purposes of improving 
farmers’ judgments m the conduct of their private businesses led to the 
forging of methods of inquiry adapted to deal with the limited structure of 
alternatives open to mdividual farmers, but not adapted to encompass the 
broader array of alternatives open for public action. 

At the other pole, we have seen a great deal of vitality emerge from the 
application of economic principles of theoretical equilibrium to the prob- 
lems of agriculture. But this methodology, too, proves inadequate in dealing 
with the problem of poverty. This is the message we get from the fact that 
policy proposals repeatedly mention the problem of rural poverty and 
then issue an honest disclaimer of any important contribution to its solu- 
tion. This I believe testifies to the inadequacies of the method rather than 
to the disinterest of the economists. 

Why these inadequacies? First, this type of approach serves to define 
the solution of the problem in terms of a theoretical norm having little 
reference to the problem as it exists. This flows from the fabrication of 
this norm (i.e. the theoretical model) from such basic abstract postulates 
^ pure competition, rationality of action (within a narrowly defined mean- 
ing of rationality) and perfect mobihty of factors of production, indudmg 
labor. The direction thus given to our analyses of present situations of 
poverty is to point them toward this completely abstracted, hypothetical 
state of affairs as being a “solution” to our problem— a state of affairs de- 
fined by a system of pure ideas, untested except for their logical consist- 
ency, a society without institutions, an economy without organization. 
Of course, we economists do not actually operate in that way; our minds 
are too dialectic to follow our methods to their logical conclusions. But 
some such vague jwrception of the implications of our methods leads us to 
detour when we nde theoretical analysis up to the problem of rural pov- 
Second, human energies are released and directed into the economy 
principally by the operation of social processes. In large part, the supply 
and availability of labor as a productive agent is a by-product of social 
organization. (This I hope has been demonstrated in a research bulletin on 
The Labor Foundations of Wisconsin Family Farms.) Systematic inquiry 
into the processes by which such energies take form and are channeled 
into productive uses is only indirectly aided by a method of formulating 
the problem which abstracts from their existence. The point we must 
avoid overlooking is that labor is unbodied in people, and the use to which 
labor is put depends upon the myriad decisions of Ihe mdividual persons 



PovEBTT Within Ag^riculthee — Discttssion 1117 


involved. All tliat we know of the processes of personality development 
leads us to the conclusion that the person, and therefore the decisions he 
makes, is really a function of the social situation in which he builds his 
personality. Among many people, even poverty itself is held as a value. 
They perhaps do not think so. But their personalities are so much a func- 
tion of their social habitat that their decisions, both deliberative and habit- 
ual, made out of a craving for what John R. Commons has called ^‘the se- 
curity of even injustice and poverty,” lead to a continuation of the poverty 
in which they live. 

Pohcies for dealing with these by-passed cells of our social economy 
must, unless we follow authoritarian procedures, work their way out 
through the free decisions of the people involved jAn understanding of the 
processes of acculturization whii give the particular character to these 
decisions is indispensable to the formulation of such policies. These proc- 
esses, being distmctly strategic to the solution of an intensely economic 
problem, fall thereby directly within the province of economic investiga- 
tion. We should not, through too critical use of the theoretical-equilibrium 
method of approaching our problem for analysis, beg this strategic area of 
investigation by covering all individual action under universal assump- 
tions which give highly particular meanings to rational conduct and to the 
nature of individual choice. 


DISCUSSION 

Hbbman M. Southwobth 
Council of Economic Advisers 

I think we can be heartened by the papers presented here. The pro- 
gress of farm income research described by Dr. Grove, and the 
preliminary estimates that he so tentatively reports, suggest to me that we 
are on the threshold of obtaining a much better quantitative description 
of the problem to which policy must address itself. And the insights pro- 
vided by Professor Schultz in the synthesis that he has developed can, I 
believe, help us substantially in broadening our future policy approaches. 

Legislatively, the time is ripe for a shift from price support over to in- 
come support as the basis for major farm programs, if only an acceptable 
formulation of our income objective can be provided. 

Grove’s discussion of the effects of making income comparisons within 
geographic regions is highly relevant to Schultz’ analysis. The fact that 
farm-nonfarm disparities are so greatly reduced when viewed region by 
region supports the thesis that the basic disparities are between regions 
rather than between agriculture and other industries. 

In one sense, Schultz reduces the phenomenon of poverty in agricul- 
ture — defined to include only inter-community disparities — to a problem 
in economics of location. In another sense he broadens it to typify the 
whole process of the industrial revolution, and, in effect, takes it out 
of the realm of agricultural economics. I find his thesis a rather convincing 
over-simphfication, that presents an important class of disparities in farm 
incomes in a perspective that should be helpful in our efforts to understand 
this problem. 

I should like to throw into the discussion a few policy proposals that 
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would seem at jGbrst sight to have the support of Schultz’ analysis. I should 
not like them to be taken as proposals that I myself would advocate with- 
out qualification, smce they obviously involve considerations going far 
beyond the scope of this discussion. 

1. The support of farm income through price programs, that now occu- 
pies the center of policy consideration, is not designed to overcome poverty 
in agriculture as Schultz defines it. 

S. Schultz places major emphasis upon positive action to overcome the 
cultural impediments that keep people from migratmg from backward to 
progressive commimities. Such action might include* 

a. Much greater emphasis upon mdiistrial and commercial as versus agricultural, 
vocational education m rural schools m the “pre-mdustriar* communities 

b. The bringmg of other modern community services and facilities to such areas, 
as a measure designed to reduce the unf amiharity of their people with urban modes 
of hf e 

c. A program somewhat analogous to Ihat of the Farmers Home Admimstration, 
but designed instead to help families that cannot make a decent hvmg from farmmg 
to establish themselves successfully in urban employments. 

It is not hard to dream up programs like these. The diflSlculty lies in en- 
visioning how to carry them out without an objectionable amount of Fed- 
eral paternalism. 

8. We might make greater progress by abandoning efforts to deal with 
agricultural poverty as a farm problem and concentrating rather upon 
measures to reduce the discrepancies in general economic development be- 
tween regions. Where the impediments are too great to moving people out 
of the “preindustrial” communities, should we not seek instead to bring 
industry to these communities? 

4. I am also tempted to infer from Schultz’ paper some support for the 
Employment Act of 1946, by which my own agency came into existence. 
The promotion of “maximum employment production, and purchasing 
power” for the whole United States involves extendmg to all parts of the 
country the economic development that Schultz describes as having by- 
passed many, especially agricultural, communities. 

DISCUSSION 

John W, White 
UrmersUy of Arkansas 

Mr. Grove, in his paper entitled ‘*Measuring the Incomes of Farm Peo- 
ple,’* presented in a very excellent manner the fact that some pioneer work 
has been done on three frontiers of the farm mcome measurement prob- 
lem. The three income measurement frontiers listed by Mr. Ghove were 
the development of state totals, the comparison of non-farm income, and 
the construction of size distributions. 

I have referred to M[r. Grove’s paper for the express purpose of empha- 
sizing the point that according to his criteria we have not really measured 
farm income. Thus, what basis other than generalizations do we have for 
ass umin g that poverty exists in agriculture? Professor Schultz assumes 
that it does exist. I concur, but where? To what degree? And why? 

I find no real basis for disagreeing with Professor Schultz’s statement 
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that ‘‘differences in level of living are basically a consequence of the way 
in which the economy of the United States has developed.” However, I 
do believe that Professor Schulte’s presentation falls short of pin pointing 
actual trouble spots in given agricultural communities whether of high or 
low level of living. 

In order to focus attention on the actual problem of poverty in agricul- 
ture and to examine some of the more plausible suggestions for solutions 
to the problem, I would like to take up a few examples. 

In the fall of 1944, under conditions of short labor supply, the super- 
intendent of a Southern experiment station found it necessary to haul 
labor to be used in farm and experimental tasks from a fringe area near the 
station. Monk Murphy, about 50 years old, was one of the laborers thus 
recruited. An investigation revealed that Monk lived in a tie-slab shack 
and had made an investment of $8 in the construction of the shack. A nice 
four-room bungalow was available near the experiment station at a rental 
below the cost of transportation. When asked if he wished to move near 
the station Monk gave several delaying answers one at a time each good 
for one week’s delay. The first answer was that he could not afford to lose 
what he had m his house; the second, that he must wait until one of a flock 
of six hens hatched a setting of eggs, the third revealed that his wife was 
afraid to move out on a paved highway for fear a car might run over their 
six year old son. 

Finally Monk agreed to move and imloaded his furniture and placed it 
on the porch of the four room bungalow, which was equipped with good 
screens, a good water pump and a sanitary outdoor toilet. He came to see 
the Superintendent and asked if he might place his bed, cook stove, beat- 
ing stove, dining table and other necessities all in the front room with the 
explanation that he and his family did not need the other rooms. Thus, 
Monk set up housekeeping in hia new environment. 

Even though he was paid each Saturday, it was necessary to advance 
money about Wednesday or Thursday of each week. If he bought groceries 
on Monday he did so on a charge accoimt. Monk was a good tractor driver, 
if someone kept the tractor in repair, saw that it was filled with water, oil 
and fuel and greased at proper intervals. 

By and by Monk failed to see that any good could come from actually 
working. The station Superintendent found it necessary to discharge Monk. 
Monk moved to a nearby town and started living in another shack in the 
town slums. 

A more hopeful case is that of Cecil Smith Cecil, about 30 years old, was 
a capable farm laborer who had at one time grown rice and cotton as a 
share cropper. Cecil finished the eighth grade and his wife was a high school 
graduate. He wanted very much to give his two children a chance to at- 
tend school Cecil was a skilled tractor operator and could with a miniTnum 
of supervision do a very satisfactory job on almost any farm task. It was 
impossible for him to accumulate capital to be used in developing skills 
for industrial work, for the purchase of equipment to use in operating 
rented land or for the purchase of a farm. Cecil’s major hope or best out- 
look is to purchase a small farm in a good neighborhood with access to 
churches, schools and good roads. 
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Our third example is John Smith, about 40 years old, with a wife and 
four children. He possessed a debt-free upland farm of 80 acres with 50 
acres in cultivation or tillable pasture. Since markets were not available 
for fruit, truck, dairy or poultry products, his major source of cash income 
was the production from about 15 acres of cotton. Roads, schools and 
churches were poor in John’s community. 

Would a price policy guaranteeing 90 percent of parity for John’s cotton 
solve his problem or alleviate his poverty? I doubt if it would — of course, 
it might take John longer to starve to death with a 90 percent support 
price for cotton. 

John may need more capital for use in increasing the size of his business. 
Perhaps this should be supplied on a business basis by the government. 
Part of the increased capital should be used to purchase mechanical equip- 
ment to go with the increased size of business. Public research could con- 
tribute much to John’s efforts to raise his level of livmg. A vigorous re- 
search program aimed at the development of improved crops, irrigation, 
proper land use and most profitable combination of enterprises would be 
helpful. Good local, state and Federal government programs to improve 
roads, schools and other public services would help. Perhaps John’s chil- 
dren should be given an opportunity to prepare themselves for non-farm 
employment. 

Professor Schultz concludes in his paper that society could achieve a 
very considerable gain by taking positive actions (providing the costs are 
non-reoccurring) to dimmish the adverse effects of cultural impediments 
which influence disparities in income and contribute to the causes of im- 
equal incomes between communities. This conclusion calls for considera- 
tion of the double problem of how economic progress could be promoted 
in low level communities and how we could eliminate or substantially 
diminish obvious cases of poverty in both high and low level commtmities. 

I would like to leave with you a number of questions which I believe 
must be considered in dealing with this problem. These questions are:- 

(1) Could the problem be solved in large part by individual farmers through the 
apphcation of all the techniques available to them? 

(2) Could the problem be solved partially throu^ better education, and 
through improvement m roads, churches and similar institutions? 

(3) Could the problem be solved partially through a continued and more vigor- 
ous program of research and apphcation of such research? 

(4) Could the problem be solved partially through pubhc expenditures for drain- 
age and flood control? 

(5) Could the problem be solved partially through greater industrialization in 
low income areas and through a better balance between agriculture and 
industry? 

Any solution to the problem of poverty must take into account minority 
and racial groups in the area concerned. The racial problem is of vast im- 
portance and is extremely complex. Is it possible to legislate equahty aU 
across the board? The racial question deserves the considered study of our 
best students. To the extent that poverty exists in Southern agriculture, it 
is interwoven with the racial question which complicates most of the ef- 
forts which might contribute to the solution. 



INSTITUTIONAL CHANGES AFFECTING THE AGRI- 
CULTURAL OUTLOOK; THE AGRICULTURAL 
PERSPECTIVE 

Keishsteth H. Pabsons 
UmversUy of Wisconsin 

Any attempt in one brief essay at evaluating changes in the 
basic institutions which affect the outlook for agriculture 
must be highly selective. We have chosen to concentrate our com- 
ments upon changes in two major institutions, general farm or- 
ganizations and the judicial interpretation of farm legislation. 

I count myself among those who use the term "institutions” 
sparingly; it is a term of many meanings. It is used most often by 
economists as a blanket term to cover whatever is left over as an 
unexplained residue after a mechanical analysis has been pushed to 
its limits. Institutions in this view are conceived of as impediments 
to the free and full play of economic forces, as the source of inertia 
in adjustments, stickiness in prices, etc. Institutions are viewed as 
slowing down the economic mechanism much as long grass chokes 
up lawn mowers. As I see it, this conception proceeds from the 
analytical postulate of viewing the economy as a mechanism, pre- 
sumably governed by mechanical laws which we call forces — ^forces 
being equivalent technically to something unknown outside the 
mechanism. 

Obviously, if one is to comment on institutional changes with 
any systematic reference to economic thought, he must have a 
conception of an institution which both has some positive and 
specifiable content, and is relevant to economic investigation. In 
America, we have had at least two major efforts to formulate 
systematically a conception of economics which actually incor- 
porated the investigation of institutions into the body of general 
economic analysis. 

One of these was the creation of Thorstein Veblen. He ultimately 
reduced an institution to a habit of thought, which he conceived of 
as being a rather natural growth from our habits of work. One 
might call this a psychological conception of an institution. This 
viewpoint Is to be found at its best, I think, in JwpmaZ Oemany 
and the Industrial Revolution.^ This study, written before the first 

' Originally published as, Thoistein Veblen, Imyerid Germany and the Industrial 
Revolution, The Macmillan Co., New York, 1915. 
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World War, presented an amazingly accurate forecast of the major 
European developments since that time. The key, I think, is to be 
found in the enormous social consequences of “the way we think” 
about social questions — our habits of thought. Surely, there has 
been a profound change in recent decades in the habits of thought 
among our people regarding agricultural policy, 

John R. Commons worked out a quite different approach to 
economics, which is also called institutional. In his analysis, he 
conceived of an institution as “collective action in control, libera- 
tion, and expansion of individual action.”^ In this general view- 
point, the economy is viewed as a created social organization. 
Commons investigated many forces of collective action, including 
public administration, industrial government and trade unions. 
His Legal Foundations of Capitalism^ will likely stand as the great- 
est published monument to his investigational genius. 

In a very profound and yet very different way each of these men 
was attempting to rise above the limitations of a purely mechanical 
systematic analysis in economics. AU major policy questions are 
concerned with institutions, with social organization. Pubhc policy 
formation in a huge democracy such as ours requires the participa- 
tion of countless pressure groups, along with all the branches of 
government. Unless economic analysis comes to grips in some fun- 
damental way with the structure of the relevant social action, it 
can have only very limited influence in the shaping of agricultural 
poEcy* 

I shall not try to conceal my own incEnation to build upon Com- 
mons’ viewpoint in the analysis of economic institutions, Por pur- 
poses of this comment I am going to interpret changes in institu- 
tions as being equivalent to changes in organized collective action. 
This includes the conduct of both farm orgamzations and pubEc 
officials in the execution of pubEc poEcies. 

Any attempt at evaluation of the effects of changes in institu- 
tions carries with it impEcitly the idea that we can deliberately 
and of our own voHtion give direction to economic affairs. The 
directing is done through organized effort, through a revision of 
the working rules by which social activity is organized. The great 
economic problems of our time have their roots in our elementary 

* See his In^Uidwnal Sconoiaica, The Macmilka Co., New York, 1934; and TU 

of Coffeciiw Actmn, scheduled for publication in the fall of 1949 by The 

* The Ma<millan Co , New York, 1924 and 1939. 
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institutions. We have developed an economic system with vast ag- 
gregations of economic power, within a system of property relations 
designed originally for an era of handicrafts. A laissez-faire philoso- 
phy of government in our time leads to economic instability, gross 
inequalities, and a free hand for economic power. 

The changes in farmers* attitudes toward government and their 
renewed failJi in the possibilities of public action, are symptomatic 
of our times. No one, I think, would claim that we know precisely 
what to do. It is quite clear to most of us that the new situations 
require new procedures in social organization. In the most funda- 
mental sense the outlook for agriculture is dependent upon what we 
do in social and economic organization. The outlook therefore is not 
a matter of discovering the determinate outcome of mechanical 
economic forces but rather of anticipating the consequences of delib- 
erate conduct. In the broad view even production and resource 
utilization are by-products of the social (mcluding economic) or- 
ganization, for the simple reason that both are consequences of 
human ingenuity and volition applied to mere matter. 

I 

As we turn to the discussion of the significance of changes in 
institutions it is necessary to stake out some particular time span 
for consideration, preferably a period which might reasonably be 
called an epoch. And even at best such interpretations can be no 
more than the beginning general hypotheses for a systematic in- 
vestigation into the facts of the matter. We shall look back to the 
approximate close of the first World War, and then attempt an 
evaluation of present directions by projecting our interpretations 
about an equal distance into the future. This gives us some rough 
markings from which we can take omr bearings. 

In the early twenties, the Grange had a membership of about half 
a milli on persons. The Farmers Union had about a hundred 
thousand and the Farm Bureau about three to 400 thousand mem- 
bers. Each of these organizations was at a different period of its 
career; the Grange was well along on the gradual climb in mem- 
bership from the slump in activities of the early eighties; the Farm- 
ers Union had dropped from the early flush of members from 1910 
to 19^0; and the Farm Bureau was in a period of gradual decline 
which ran from 19^1 to about 1934.^ Altogether about one million 

^ Uata on memberslup in farmer movements from David Bdgar Lmdstrom 
American Farmers and Rural Organizatwn, The Garrard Ftess, 1948, Champaign^ 
111., Part m, pp. 161 ff. 
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farmers belonged to these movements in the early 1930*s. 

There was no striking change in membership until about 1940. 
By 1946, the Grange reported 750,000 members; the Farm Bureau 
more than a million (1,138,359), and the Farmers Union about 
140,000. This gives a total of more than two million members, 
more than half of which were in the Farm Bureau. 

We have the phenomenon of an increasing membership during 
times of unparalleled prosperity. It has been observed frequently 
that the growth of farm organizations has represented something 
of a spontaneous protest of inarticulate but distressed farmers who 
found themselves helpless as individuals. There is strong evidence 
in the history of farmer movements to support this thesis.® 

If one were to investigate the why of this great increase m mem- 
bership during recent prosperity, he would likely find that this 
reflects a growing uneasiness on the part of individual farmers re- 
garding their helplessness as individuals in a world increasingly 
dominated by the great forms of collective action: corporations, 
labor unions and political parties.® We are undergoing, I believe, 
a profound change in farmers^ habits of thought on this point, and 
many group efforts contribute to it, including the AAA and the 
Soil Conservation districts, and membership in their marketing 
and purchasing cooperatives. One might say that a new class con- 
sciousness is developing among farmers; new in the sense that it 
centers on a newly acquired conviction not only that something 
can be done by farmers collectively about economic policy matters, 
but that if they do not work together they will be lost in the shuflSe 
of power groups in the economic order that is in the making. 

The recent growth in farm organizations may also reflect changes 
in the structure of farm organizations themselves. They are ac- 
quiring professional secretaries and trained staffs. I do not see how 
there could be any alternative if the organizations are to deal ade- 
quately with the problems that a national organization faces which 
attempts to contribute to both policy formation and general super- 
vision of the many cooperative and educational endeavors within 
the province of a contemporary farm organization. 

This professionalization of the organizations may be very sig- 
nificant. At best the participating “dirt** farmers will be able to 

* See for example, R, L. Hunt, History of FarmsT Mooements in the Southwest, 
1873-1925, Hallas, Texas, 3986, pp. III and 142; Solon Buck, Granger Movement, 
Harvard Press, Cambridge, Mass., 1913. 

* See John B. Commons* forthcoming Eoonomiea of CoUedvoe Actum, The Mac- 
millan Co., 1949. 
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give only general direction to organizational policies, and even then 
much would depend upon the willingness of the officials to be so 
advised. At best also, the directors of the organization wiU find 
themselves much like public administrators with a “civil servant” 
problem in the sense that they will be dependent upon the technical 
interpretations supplied by their staffs. There are all degrees of 
possible variation from this optimum. Not the least of the difficul- 
ties of organizations in the matter of professional personnel, one 
may suppose, is the reluctance of agricultural economists to accept 
employment which might brand them as special pleaders for a 
pressure group. When an organization arrives at the paid secre- 
tary stage the officers take on a considerable management function, 
speaking for the group on crucial policy questions. 

The decline in the importance of face-to-face relationships and 
the rise to power of a professional leadership group is part of the 
natural development of organizations. But it opens up the possi- 
bility of greater conflicts between the membership and the leader- 
ship, an even more likely prospect among farm organizations than 
among those representing either big capital or labor. Labor organi- 
zations have long concentrated on the security of the job; they are 
now pushing out into politics to supplement, safeguard and expand 
their job status with more general securities. Big business can con- 
centrate on keeping the restrictions off “free enterprise.” But gen- 
eral farm organizations must expend energy in coimtless places on 
the economic front, to “protect farmers” by fighting something of a 
defensive rear-guard action in a triumphant groupistic industrial- 
ism. 

Farmers have little economic power, even with the present extent 
of organization. Labor unions and corporations may proceed to- 
ward their economic objectives, without active government sup- 
port, or even in defiance of government. But economic programs for 
farmers must be details in general political programs. Representa- 
tives of farmers must engage continuously in making alliances on 
specific issues over which there is room for genuine differences in 
judgment. In a general way organized agriculture is agreed that 
some kind of national agricultural program is necessary, including 
at least TniniTmim price supports. Whether farmers as a prospective 
small minority will continue to be successful in working out the 
political strategy necessary to achieve such programs is an open 
question. 

Organized agriculture is caught up in larger struggles over which 
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farmers have little control. The central figures in the great struggles 
of today and the years ahead are surely as Professor Commons 
has observed, capital, labor and political parties. Among the general 
farm organizations only the Farmers Union is openly friendly to 
organized labor. It is in the cooperative field where the fundamental 
conflict between capital and labor hits organized agriculture the 
hardest. 

If one attempts to look ahead for two or three decades, what 
consequences may be anticipated on this capital-labor front that 
are of major concern to agriculture? I do not see anything except 
industrial civil war in which farmers might alternate between 
choosing sides and attempting to remain neutral, except as we de- 
velop a new conception of the public interest in private affairs. 
The outlook is not as dreary as the remark might imply, simply be- 
cause we are abeady making that transition. In an age where the 
employment, inventory and investment policies of our huge cor- 
porations can and do materially affect the level of prosperity in an 
economy, conduct on such matters cannot be considered wholly a 
private affair. Similarly with labor, it is clear that there is a limit 
to the extent of strikes that can be tolerated, and correlatively the 
wage demands that public opinion can reasonably support. On the 
farm front it is easier for farmers to serve the public interest in 
their private efforts in economic matters. They can do little else, 
excepting as they waste the resources upon which the public is 
dependent. The general principle here is to see that private and 
public are not contradictory and conflicting purposes. It is at 
bottom a question of how, when, and whether the private interest 
also serves the public interest. 

Farm organizations also face a whole host of delicate problems 
in politics. So far, the politics of the organizations appear to be com- 
pounded of geography and economics. But farm organizations have 
not entered openly into politics in recent years as have labor organi- 
zations, Organized labor has not only decided to use its political 
power as a supplement to its economic power, it is predominantly 
in the Democratic camp. However, the political situation among 
organized farmers is somewhat chaotic. The Grange operates in 
predominantly Republican territory. But we have recently been 
treated to the twin spectacle of having the Farmers Union terri- 
tory go Republican with a president who has staunchly supported 
the social legislation of both the New Deal and the Fair Deal; 



CUKRENT iNSTITUTIONAIi TrEOTB IN AGRICULTURE HOT 

while the officers of the American Farm Bureau have taken on a 
fight over the Brannan plan as an early sequel to an election where 
midwest farmers’ votes shifted to the Democrats. 

If one can draw an interpretative inference from this political 
jumble it would seem to be about this : among interest groups only 
labor approaches the strength required to challenge a political 
party. With political parties being necessarily so powerful in the 
years ahead, farmers are likely to place fundamental reliance upon 
them, and for reasons quite independent of farm organization 
policies. 

II 

Twenty-five years ago the fight over the McNary-Haugen bill 
was nearing a climax. The Farm Bureau had just endorsed the 
effort. A feud was on between Mr. Hoover, then Secretary of Com- 
merce and the Secretary of Agriculture over the jurisdiction over 
marketing work. The outcome, as you know well, included the 
passage of the McNary-Haugen bill by Congress and its successful 
veto by President Coolidge. As a part of this same struggle, the 
B.A,E. was “reorganized” with H. C. Taylor moving on to other 
fields.^ 

The history of agricultural legislation since that time is so familiar 
to all of you that I shall not take your time to comment extensively 
upon it. But there have been some significant developments in 
the judicial interpretation of legislation with which we may not be 
equally familiar. 

Agricultural economists were forcibly reminded of the existence 
and power of the U.S. Supreme Court in the Butler case* in 1936 
which demolished the production control and processing tax fea- 
tures of the first AAA, The majority held in this case that agricul- 
tural production was a matter of state concern, and was not in- 
cluded among the powers delegated to the federal government. 
The marketing agreements authority of the AAA was not affected 
by this decision. Since that time the AAA has taken a swing toward 
conservation, but the drift of events has kept pushing this program 
back toward price supports, acreage controls and marketing quotas. 

The authority of the federal government to regulate market 
transactions in agricultural products and fix prices seems thoroughly 

^ See Orville Merton Kile, The Farm Bureau Through Three Deoadee, The Waverly 
Press, Baltimore, 1948, Chap XI, “The Battle for McNary-Haugenism.” 

» U.S, vs Butler, 297 U.S. 1 (1986). 
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established, provided only that due process of law is observed and 
delegation of legislative power is avoided. The leading cases in this 
area at present are those involving the regulation of fluid milk 
markets under federal order in New York City and Boston; the 
Rock-Royal and Hood cases,® 

The critical question in the Rock-Royal case was whether Con- 
gress had violated the federal constitution by delegating legislative 
authority to the executive in the office of the Secretary of Agricul- 
ture. The majority held that no sudh delegation was involved. The 
court noted the general purpose of the Agricultural Adjustment Act 
to establish parity prices and included in their opinion the state- 
ment of purpose familiar to all of you.^® The comt recognized also 
the particular provisions of the law for calculation of the parity 
price of milk but observed that: “This price cannot be determined 
by mathematical formula but the standards give ample indications 
of the various factors to be considered by the secretary.”^^ 

The general rule which the court accepted in dealing with “ques- 
tions of economic adjustment” was stated as: “In dealing with 
legislation involving questions of economic adjustment, each 
enactment must be considered to determine whether it states the 
purpose which the Congress seeks to accomplish and the standards 
by which that ptirpose is to be worked out with sufficient exactness 
to enable those affected to understand these limits.”^ 

The court compared the Agricultural Adjustment Act with the 
former NIRA, which it disposed of in the famous Schechter case. 
The court noted that the purpose of the AAA was “to restore 
parity prices” and that the “terms of the orders were limited to 
specific provisions, minutely set out.”^® On the contrary the declara- 
tion of policy in the NIRA was couched in the most general terms 
including' “to eliminate irnfair competitive practices, to promote 
the fullest possible utilization of the present productive capacity 
of industries, to avoid undue restriction of production (except as 
may be temporarily required), to increase the consumption of in- 
dustrial and agricultural products by increasing purchasing power, 
etc.”^^ The significance of this comparison will be evident if it is 
recalled that the NIRA was declared unconstitutional on this spe- 

* U.S. vs Rock-Royal Cooperative, S07 TJ.S. 538, 1938; Hood &Soiis vs U.S. 307 
U.S. 588, 1938. 

U,S. 307, 574-575. 

^ Ihid„ p. 577. 

»ZWd,p.674. 
w Ibid., p. 575. 

^ IKd., p. 575. 
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cific question, namely the delegation of legislative authority. 

The general conclusion with respect to the Court’s stand on the 
delegation of authority is clear: where the Congress indicates with 
sufficient exactness the purpose of legislation and the methods by 
which that purpose is to be worked out, the Secretary of Agricul- 
ture is considered to be merely carrying out the indicated will of 
Congress. 

As I study these cases two inferences emerge as of major concern 
to our discussion today. One, the power of the federal government 
to regulate and fix prices is established solidly, provided the pro- 
cedure does not violate the constitutional provisions of the sepsr- 
ration of powers and honors due process of law. But this suggests 
the question, just how specific does the price formula have to be 
to avoid delegation of authority? It is impressive, to put it mildly, 
how the court fastens onto the concept and formulae for parity 
prices. Now we have in this association heard a great deal of criti- 
cism of parity prices. Several members have given attention to 
alternative price criteria, notably forward prices. The question 
arises as to whether the court could, or would, find that a price 
support program based upon forward prices would qualify under 
its general rule for legislation on economic adjustments, namely, 
that the ^‘standards” by which an exactly stated purpose is to be 
worked out are stated “with sufficient exactness to enable those 
affected to understand these limits.”^® The proposed forward price 
program includes (a) the granting of authority to an administrative 
agency to determine and enforce (as minima) authoritative equi- 
librium prices, and (b) equilibrium prices are defined in the techni- 
cal economic terms of ideal prices which would equate marginal 
costs and marginal returns in agricultural production.^® If one takes 
the Bock-Royal case as the criterion, I doubt whether the forward 
price proposal could be drafted with sufficiently obvious content 
and exactness to meet the constitutional test on delegation of 
powers on any issue of regulating prices. 

In two cases subsequent to the Butler case which invalidated the 
major part of the first AAA the government’s right to enforce pro- 
duction control regulations has been clearly established.^’^ 

In the fiirst, a North Carolina case on tobacco, marketing quotas 

“307U.S. 574 . . 

“ See Gale Johnsoii’s Forward Prices far AgrvsuUvre, University of Chicago Press, 
1947, 

" Milford vs Smith, 307 U S. 38 (1088), and Wickard v. Fdbnrn, 817 UJS. Ill 
(1948). 
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were accepted by tbe court as falling completely within the congres- 
sional authority under the interstate connnerce clause, as the pro- 
cedure for maJdng allotments was spelled out so as not to ‘‘confer 
unrestrained arbitrary power on an executive office/* 

In Wickard vs Filburn the court appears not only to have sus- 
tained marketing quotas but to have gone the whole way in recog- 
nizing the right of the government to regulate production. Mr. 
Filburn, an Ohio farmer, had planted ^3 acres of wheat with an 
acreage allotment of 11.1 acres. He fed the excess marketing sur- 
plus of 239 bushels, preferring not to take advantage of the loan 
provisions. The court ruled that he was subject to the penalty of 
$.49 a bushel or $117.11. The opinion was unanimous. 

In this opinion the court concluded with the following declaration 
of policy which may have wide application: 

“That the appellee is the worse off for the aggregate of this legis- 
lation does not appear; it only appears that, if he could get all that 
the government gives and do nothing that the government asks, 
he would be better off than the law allows. To deny him this is not 
to deny him due process of law.’*^* Professor Sears in his recent 
review of Supreme Court Opinions^® noted that this opinion seemed 
very important, “perhaps the most important opinion under the 
commerce clause since Chief Justice Marshall delivered his memor- 
able opinion in Gibbons vs Ogburn*’^® in 1824. 

I do not present these remarks on the court decisions as anything 
more than suggestive comments. But surely the decisions are not 
to be taken lightly. And it is no real criticism of the cases to observe 
that the court may again change its collective mind on these ques- 
tions as the times and the composition of the court change. In our 
system of political economy it is left to the supreme court to ration- 
alize such changes in the rules as may be necessary to permit the 
orderly transformation of our society. This is the great safety 
valve in our economic system, and is ultimately the means of or- 
derly rather than violent revolution. 

m 

If one were to deal at all adequately with the significance to farm 
people of prospective institutional changes, he would have to con- 
'Wickard vs FUbum 317, XJ.S. 111. 

Keimfith C. Seats, “The Supreme Court and the New Deal: An Answer to 
Texas,** 12, XlnvoeTSvty of Chicago Law Review, 148, 1944. 

*« Gibbons vs Ogburn, 22 U.S, 1, 1824. 
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sider many more aspects of collective action. In the broad view it 
is clear that we are engaged in the tremendous task of changing 
the working rules of economic organization in an effort to cope 
with the problems of a new era. Since the first World War, we have 
made a strenuous efiEort to reduce the instability and insecurity in 
American agriculture and in the economy generally. The problems 
for agriculture have been complicated by the ominous fact that 
farmers are little folks in an age of great combinations. However, 
as I read the record, I have no doubt either that we can or will in 
the proximate future avoid depressions of the magnitude of those of 
the ’^O’s and ’30*s. The relatively bright outlook for agriculture is 
darkened only by the contingency of war on a grand scale. Barring 
this catastrophe the major task of economic policy is that of chang- 
ing the working rules to twentieth century specifications. 



CURRENT INSTITUTIONAL TRENDS IN BUSINESS 

A. C. Hopiman 
Kra^t Foods Company 

I SHALL begin this paper with a definition and a premise. The 
definition has to do with the word “institutional.” By institu- 
tional trends in business, I shall mean (1) changes in the size and 
scale of the enterprise unit, (2) changes in ownership form (i.e. in- 
dividual, corporate, cooperative or public) and, (3) in the method 
by which economic equilibrium is achieved. 

My premise is that economic institutions are the result of, and 
are shaped by, the technology of the times. Since commerce and 
industry began, commercial orgamzation has gone through several 
cycles of change. Economic historians tell us, for instance, that the 
framework of modem big business has been sketched several times 
during the past 2,000 years. The small, specialized business unit 
has dominated the trade of one era, the large and far-flung enter- 
prise has dominated the trade of another. And back of these changes 
in business organization have been changes in the techniques of 
production, communication, transportation and distribution as 
they were developed in each of these eras. 

I am aware that there are many who contend that economic in- 
stitutions can and should be consciously shaped according to some 
set of eternal verities or moral values which men try to define in 
terms of good and bad. I am not of this school. Basically, though to 
some extent an over-simplification, I think it is true that the eco- 
nomic history and progress of mankind is to be explained in terms 
of economic determinism. If we must think of economic institutions 
in terms of good and bad, and these are very intangible concepts, 
my view is that those institutions and forms of economic organiza- 
tion are best which are most likely to develop and utilize modem 
techniques of producing and distributing economic goods and 
services. 

The most important economic development of the past 50 years 
is the tendency toward greater size and scale in all parts and phases 
of the economy. This is true in business, in labor, and to a lesser 
extent, in agriculture. Without such an increase in enterprise scale, 
modem techniques of mass production and mass distribution could 
not possibly have been applied. Yet there continues in many quar- 
ters a prejudice against economic size per se — ^whether exemplified 
in big business, big labor, or big agriculture. This imreasoned preju- 
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dice is traceable in large part, I think, to a failure to understand 
the nature of economic institutions and why they never can or 
should resemble those which prevailed 200 years ago. 

It is important first that we make clear the universal nature of 
this trend toward scale. In industry, it has mainly taken the form 
of corporate growth; in labor it is exemplified by the federation of 
individual workers into unions capable of wielding economic power 
on an industry-wide basis; and in agriculture, both by an increase 
in the size of the family farm, and by the agricultural cooperative 
movement. It is important also to realize that in business organiza- 
tion, this increase in scale has taken place at all size levels. Enter- 
prises of scale are not confined to the so-called national companies, 
although this is what people commonly have in mind when they 
refer to big business. Probably even more important is the less 
publicized increase in the average size of what we ordinarily refer 
to as '*small^' business. For the truth is that much so-called small 
business is not small at all, if by that that term we have in mind an 
enterprise the capital for which can ordinarily be supplied by one or 
a few men. Certainly a locally-owned manufacturing establishment 
worth a million dollars and employing upwards of a hundred people 
can hardly be called a family-sized unit. But except for the fields of 
agriculture, retail distribution and the services, how much of our 
economy is today comprised of units smaller than that? 

What is back of this trend toward larger business units? The 
answer to increasing scale throughout our economy is to be found 
in modern technology, which has broken apart the business forms 
and institutions of a by-gone era and forged new ones to give itself 
expression. 

One could go on all day listing examples of how technological 
innovation has been related to subsequent changes in business 
forms, and I shall confine myself here to only a few examples from 
the food industries. The meat packing industry as we know it to- 
day owes its origin to the introduction of the refrigerator car 
about 1875, which made it possible to concentrate livestock 
slaughter in the production areas. With slaughter thus concentrated 
geographically, it was possible to apply mass production methods 
to the slaughtering process and the reclamation of animal by-prod- 
ucts. Likewise, the mill roll and separation of flour by means of 
air current, plus the application of modern power, took the flour 
milling industry out of the grist mill era. Vegetable canning, bread 
baking, cheese processing — ^the most modern and efficient tech- 
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niques for doing all these things require single plant expenditures 
running into the hundreds of thousands and even millions of dollars. 

Equally important as a factor in the growth of large-scale enter- 
prise have been the techniques of mass distribution. As a matter 
of fact, economies of distribution are probably more important 
than economies of plant production in the evolving of companies 
from a local to a regional to a national basis. Here again there is a 
technological basis so obvious that its relevance is seldom noted. 
For instance, why didn’t chain stores and mass distribution evolve 
100 years ago? The answer is simply that mass distribution could 
evolve only with modern techniques of record keeping, of communi- 
cation and transportation. Imagine if you can, trying to conduct 
mass retailing without the typewriter, the adding machine, the 
cash register, and the automobile. 

Another factor to be noted is the revelance of technology for the 
function of business management. Modem means of communica- 
tion make it possible for the skills of management to be extended 
over a business enterprise which is national or even international 
in scope. One of the important factors in the growth of large enter- 
prise is the use of specialized skills in management — ^special skills 
in merchandising, production, purchasing, research and aU other 
elements that go to make up business operation. Not even a genius 
can combine all these special management skills. Here again some 
of our old economic principles are wrong when we try to apply 
them today, because classical economics taught that management 
was a limiting factor to the size of business enterprise, and they 
wrongly applied to the factor of management the principle of di- 
minishing returns. As a matter of fact, the economic principle of 
division of labor is as applicable to the function of management as 
it is to hand labor, and the curious failure of some of the older 
economists to observe this may have been due to the fact that in 
those days the prevailing technology did not permit geographical 
extension of the management function. 

By emphasizing technology as a factor for larger size in business 
enterprise, I have not meant to leave the impression that there is 
not an important place in the economy for small enterprise. Small 
enterprise is, and probably will continue to be, the predominant 
enterprise scale in many lines. 

In agriculture, for instance, modem machines for production — 
the tractor, the combine, the com picker, the milkin g machine — 
can be eflaciently used on a family-sized unit. The most efficient 
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machines it would be possible to design for these types of work 
probably would require large amounts of land and capital, but this 
efficiency factor difference has not thus far proved sufficient for 
large-scale farming to make headway comparable to large-scale 
enterprise in many lines of industrial manufacturing. 

Similarly, there are many parts of industry, particularly in dis- 
tribution and the services, where technology has not been com- 
pelling in its effect on economic institutions. The most important 
development in food retailing during the past 15 years has not been 
the growth of regional and national chains as it was during the 
decade of the 1920’s, but rather an improvement in the methods 
and efficiency of the independent retailer. Self service retailing and 
the integration of the wholesale and retail function through the 
cooperative efforts of independent retailers have given them as 
well as the corporate chains many of the advantages of mass re- 
tailing. 

In the field of industrial manufacturing, there is of course a mixed 
picture. In some of the heavy industries — automobiles, steel, air- 
plane construction— modern production methods leave no place 
for what can properly be called small-scale enterprise. But there 
are many lines of fabrication and processing where this is not true, 
and where medium-sized and even small units can compete on the 
basis of approximately equal productive efficiency. 

This is especially true in the field of food processing, which ex- 
plains why most lines of food processing are a healthy admixture of 
hundreds and even thousands of firms, ranging in scale from family- 
sized units to national corporations. One cannot describe in a para- 
graph the business pattern in the food industries, because each 
line is different. But generally speaking, you will find in every 
major line from three to ten concerns operating on a national basis; 
then a considerably larger number, similar in structure and using 
similar techniques and distribution, operating on a regional basis; 
and finally, hundreds of smaller independently-owned units, vary- 
ing widely in size and type, doing business on a local basis. 

From the standpoint of the number of firms involved, and the 
variety of techniques of production and distribution to be found, 
the food industries are probably the most competitive of any major 
sector of the economy. Concentration of control has not proceeded 
as far as in some offier industries, and for technological reasons 
probably never will. This does not necessarily mean that the food 
industries are serving the people any better or any worse than other 
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sectors where the organizational pattern of business is different. 
All I am saying here is that the number of firms and their pattern as 
to size and type is more diverse in foods than in most other major 
lines. 

I want to move now to some observations regarding the applica- 
bility of economic theory to modern business organization. The 
main purpose of economic theory should be to enable us to under- 
stand, appraise and improve the economy. And I submit that for 
that purpose, much of our economic theory today is either inade- 
quate or downright misleading. 

When the older economists laid out their theory of value, they 
ordinarily dealt with the matter of price and output under two as- 
sumptions as to competition. On the one side, they took what the 
economist calls perfect competition, i.e. a large number of small 
firms no one of which has enough volume to influence price, and on 
the other side they put single-firm monopoly. Then under the as- 
sumption that the small firms and the large firms used approxi- 
mately the same techniques of production and that the supply 
function would be the same in both cases, it was easy to demon- 
strate that the output of a commodity would be larger and its 
price lower imder conditions of perfect competition than under con- 
ditions of single-firm monopoly. From this false set of cost assump- 
tions, they and some of their modem followers went on to conclude 
that any departure from the conditions of perfect competition as 
thus defined was not in the public interest. The final step in such 
reasoning is to conclude that a reduction in the number of firms, or 
an increase in concentration of control which is the same thing, is 
necessarily bad. 

The first thing wrong is the wholly unrealistic assumption as to 
the cost function. Lna^ne if you can, the cost of making all the 
parts of an automobile and then putting it together under condi- 
tions of perfect competition as an economist defines that term. 
Put another way, would you rather buy a car off the assembly line 
in Detroit, or one put together by a garage mechanic from parts 
made in 10,000 blacksmith shops? This is an extreme example, but 
it illustrates how utterly ridiculous it is to draw a line on a piece 
of paper representing a hypothetical supply function, and then 
another line to represent the demand function with rectangles and 
squares and triangles — and from this to draw the most solemn 
conclusions as to price and output under conditions of perfect 
competition versus duopoly or oligopoly. 
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Under the heading of oligopoly theory, some of the later theorists 
have attempted to give us a set of tools more adequate to the under- 
standing of price making in a modem economy. They say that under 
oligopoly, the solution depends on how any one of lie firms in- 
volved may react to the action of its competitors, and since this is 
neither knowable or predictable, it follows that the outcome as to 
price and output is indeterminate. Another way to say this is that 
oligopoly may lead to conspiracy to fix prices, to wholesome com- 
petition, or to cut-throat competition, and on the basis of economic 
theory no one can teU which or where or when one or the other of 
these situations is most likely to prevail. And when the problem is 
further complicated, as in reality it is, by taking the cost function 
into account, who can say on the basis of economic theory at what 
point concentration of control is inimical to the public interest? 

I stated at the outset that the most important institutional 
change in business is the trend toward greater scale. The second 
most important change, as I see it, is a greater rigidity in the struc- 
ture of costs and prices. In my opinion, price levels will never 
again be as flexible as they were SO or even 30 years ago, and I 
don’t think any of us really want them to be, although there are 
some dangers in the direction we are drifting. 

Many people associate price inflexibility with the growth of large 
scale business enterprise. But this has not been the major factor, 
nor even a very important one. The chief reason for price inflexi- 
bility is cost inflexibility resulting from the power of organized 
labor to influence and control hourly wage rates. In saying this, I 
am not passing judgment on the matter, but simply pointing out 
that business today no longer exercises the control it once did over 
its major cost factor, wages. 

One can scarcely pick up a newspaper these days without finding 
a pronouncement to the effect that prices to consumers have not 
fallen as much as they should have, and that business is somehow 
to blame. Currently the food industries are the most common tar- 
gets for charges of this kind because the spread between the farm 
and retail price of food has held steady as farm prices have started 
to decline. 

Usually in these charges there is the implication that business 
profits are too high. In the food field, the net profits of processors 
are averaging from two to three percent per dollar of sales; and for 
food distributors, between one and two percent. You can argue 
that this level of profits is too high or too low; but you can’t argue 
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that a reduction, or even the abolishment of profits in the food field 
would lead to any significant reduction in food prices. This is so ob- 
vious that it hardly merits mention before a group of this kind, but 
for the amount of newspaper space recently taken up with pro- 
nouncements to the contrary. 

If food prices or the prices of goods and services generally are to 
be significantly reduced in the short run, it can come about only 
through a reduction in the price of raw materials or of wage costs. 
It has become the policy of government, probably not soon to be 
abandoned, to put floors under the prices of many of our raw ma- 
terials, especially those grown on farms. Again I am not passing 
judgment, but only pointing out another major cause of price 
rigidity in our economy. 

These two developments — more rigid wage rates and raw ma- 
teriaLprices externally controlled — ^have great significance for busi- 
ness management. They mean first that the business concern has 
lost in considerable measure the control of its cost elements. Busi- 
ness is, therefore, considerably more vulnerable to changing eco- 
nomic conditions than ever before. Industrial profits today are 
being made under conditions of approximate maximum output, 
with a high break-even point and with relatively inflexible costs. 
This is not necessarily a prediction of disaster, but it is important 
that government and labor and agriculture as well as business realize 
that when a piece of metal is too rigid to bend, it must sometimes 
break. I am aware that there is a broad and growing school of 
thought among economists and leaders in all industrial fields who 
believe intelligently and sincerely that with proper economic states- 
manship we can maintain conditions of full employment imder a 
comparatively ri^d price and wage structure. I am partly of this 
belief myself, but with the qualification that we are on new and 
somewhat dangerous ground in this matter of economic adjust- 
ment. 

This much is certain; We cannot hme a falling or a rising price 
structure without a falling or a rising cost structure. And I further 
believe we cannot forever guarantee and maintain a fixed level of 
prices by means of government expenditure and deficit financing 
without some day going bankrupt in the process. In times past 
and under a different set of economic institutions, the necessary 
adjustment of price levels to effective demand, and of costs to price 
levels, was made by the blind exercise of economic forces — ^but made 
nevertheless. Today economic adjustment is in considerable part 
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the outcome of bargaining and negotiation between corporations 
and labor unions and cooperatives, with the government itself in- 
creasingly a participant. Under these circumstances, economic 
adjustment is no longer automatic, but in large part administered 
or negotiated or legislated. This is inevitable and I think our econ- 
omy can cope with it. But economic power in the hands of whatever 
group, including the government itself, can be a dangerous thing 
unless directed wisely and, to a greater extent than heretofore, 
unselfishly. I believe our economy will stand or fall on this issue, 
and I am one of those who think it will stand. 

What does all this mean for the individual — ^in terms of his ma- 
terial well-being, his economic security, the satisfaction of his am- 
bitions? 

The main purpose of an economy of whatever kind — ^be it one 
of small business, large business, free enterprise or socialism — ^is 
to tmn out the largest possible supply of goods at the least cost in 
terms of human effort, and then to distribute these goods in ac- 
cordance with the contribution of those who have helped to produce 
them. The first test for any set of economic institutions is the extent 
to which they serve the material needs of the people. And the first 
requisite for this is that our economic institutions permit the devel- 
opment of and give expression to those techniques of production 
and distribution which are most efiScient in a physical sense. Meas- 
ured by this standard, the performance of American business enter- 
prise is unmatched. 

On the second count — economic security for the individual — 
there is considerable room for improvement. The quicker all of us 
come to admit this and get down to doing something about it in 
commonsense terms, the more secure our free enterprise system 
will be. Business itself can do a great deal — ^and much has abeady 
been done — ^to regularize and plan production schedules so that 
employment is as regular and steady as management can make it. 
But this in itself is not enou^, because management cannot guar- 
antee employment in the face of financial loss. 

Those who oppose additional social security, with funds contrib- 
uted jointly by employees, employers and goverrunent are a small 
and diminishing band. But in this altogether laudable objective of 
great economic security for the individual, let’s not overlook two 
thin gs. The first is that social security, like other good things, rep- 
resents a cost to society; and we must pay for it in part by deduc- 
tions from our wages, in part by having its costs added to the prices 
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of tlxe goods we buy, and in part by additional taxes. Social security 
is not sometlimg that can be squeezed out of business profits in 
some ma^c fashion. Morover, we must be on guard against justi- 
fying indolence in the name of social security. 

Finally, our economic institutions must give incentive to the 
individual and the enterprise group. This is the essence of the free 
enterprise system and the thing which chiefiy distinguishes it from 
the various forms of socialism. 

One of the criticisms commonly made against corporate enter- 
prise versus small individual enterprise is that it stifles the indi- 
vidual. It is one of our traditions that the goal of achievement in 
business is to own and control an enterprise of one’s own, and when 
young men seek the advice of their elders they are in most cases 
still solemnly advised to go into business for themselves. It is time 
we looked at this, too, in more realistic fashion. For the truth is 
that only a very small percentage of people can ever be individual 
enterprisers in this sense because ours is no longer predominantly 
an economy of small business. 

Some of you may have seen the results of a recent poll of college 
graduates conducted by Fortune Magazine in which a majority 
indicated their preference for work with large corporations, or with 
the government or in the field of education, in preference to going 
into business for themselves. The poll-taker was somewhat worried 
that the spirit of enterprise was going out of young men, though I 
think his fears were groundless. The important thing about this 
poll and the point I want to make in connection with it is that an 
increasing number of people think they can find satisfaction for 
their ambitions by working within groups and organizations rather 
than as individuals. 

What I have tried to demonstrate in this paper is the relationship 
between men, machines, and economic institutions. It may seem 
an oversimplification, but I think basically the relationship is a 
causal one. Through their ingenuity and resourcefulness, men have 
developed a technology requiring greater scale of enterprise. Eco- 
nomic institutions adequate and proper to the simpler technology 
of an earlier age have had to give way to modem business and in- 
dustrial forms of organization. Changing institutions have in turn 
had their effect on men. their ideals, their values and their relation- 
diips to each other. In short, under our private enterprise system 
we are moving from economic individualism in the old sense to 
economic groupism. 



LABOR’S AIMS AND WHAT THEY MEAN TO 
AGRICULTURE 

Donald Montgomery 
TJAW-CIO 

Y OU ask me to discuss developments in organized labor that 
affect the outlook for agriculture, 

I shall conclude: 1, that agriculture need not expect organized 
labor to accept a reduction in wage rates; 2, that agriculture need 
not fear that organized labor will join forces with those who hope 
to drive farm prices down; 3, that agriculture should welcome and 
share in organized labor’s primary objective, which is the mainte- 
nance of continuous and expanding full production and full employ- 
ment year after year. 

These conclusions are based upon a review and interpretation 
of labor’s progress toward increased purchasing power over the last 
85 years. After reviewing that progress, I shall try to interpret for 
you labor’s experience in these years and the new objectives that 
have grown out of this experience. Then we can see what it means 
to agriculture. 

I 

The record of labor’s progress toward increased purchasing power 
since 1914 shows: 

1. Until 1944 there was an almost xmbroken yearly increase in 
the hourly wage. In only seven years did the money wage fail to 
increase, and in only four (not the same) years did the real wage 
fail to gain* 

S. Labor has won more through increased wages than through 
falling prices. In 23 of these years prices were rising, and in those 
years the increase of the real hourly wage averaged nearly four in- 
dex points a year. In 11 years of falling prices, the real wage in- 
crease averaged less than two index points. In short, labor did 
better in good times than in bad times. It has not been proved to 
labor that it can make progress by accepting a stable wage rate 
while waiting for industry or agriculture to reduce prices. 

3. Buying power of the hourly wage held up weU during the de- 
pression, but this did not prevent a disastrous fall in the buying 
power of total wage income. This was the beginning of an experi- 
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ence which has had great significance in shaping labor’s present 
objectives, 

4. Labor won a striking increase in its hourly wage rate in 1934. 
This reflected the declared policy of the government in favor of 
higher wages and in support of labor unions. Such official support 
was an important new experience for labor. 

5. Another major increase in the hourly wage took place in 1937. 
This followed the fbrst large development of industrial unions and 
the invasion of the basic open-shop industries by organized labor. 
Union membership had dropped from five million in 1920 to less 
than three million in 1933, but in 1937 it suddenly increased to 
seven million. Organization continued after 1937 and the hourly 
wage continued to rise. 

6. From 1939 to 1944 the rise in the hourly wage was quite over- 
shadowed by the great increase in buying power of total wages. 
Here was concrete experience with full production and full em- 
ployment. Here was proof of what full employment could mean, 

7. After 1944 came the first significant decline in the real 
hourly wage during aU this period. The 36 cent rise in money wage 
since 1944 was wiped out by price increases. The reduction in hours 
and employment resulted in a 30 percent reduction in the buying 
power of total wages. This is another important chapter in labor 
experience creating a primary interest in full employment. 

8. While the money wage and the real wage both made gains 
between 1948 and June 1949, the buying power of wage income fell 
because plants were shutting down and workers were being laid off. 
This rounds out the experience which began with the depression 20 
years ago. 


n 

Now let us clothe this statistical skeleton with living issues. 
What new purposes has labor discovered out of this experience? 

1. There is, first, the proof that organization pays. Compare, for 
example, labor’s gains during the alleged prosperity of the *20’s 
with the gains it made during the limited recovery of the ’30’s. In 
the earlier period union membership fell from five to three million. 
It rose from less than three million in 1933 to nine million in 1939. 
Increase of the hourly wage in the later period was Sj times its 
increase in the earlier years. Buying power of the total wage in- 
creased 60 percent during the ’20’s; 100 percent from 1932 to 1939. 
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Success of industrial unionism in basic mass production indus- 
tries was the key to this striking success in the 19S0’s. The strong- 
holds of monopoly power and the open shop had been breached. 
Labor had effectively challenged the anti-labor low-wage policies 
of these basic industries. 

The war and postwar years brought labor new eiqperience and 
new interest with respect to prices. Both wages and prices were 
under government control during the war. These controls were 
tied together. Labor had to concern itself with both, and gained a 
lively awareness of the difference between money wages and real 
wages. Out of this experience labor’s postwar wage demands called 
for increased real wages to be paid out of profits without an increase 
in prices. This labor objective was based on the belief that distribu- 
tion of the proceeds of full production must provide purchasing 
power sufficient to support full production. But industry rejected 
this proposal. After dealing price control its death blow in the early 
months of 1946, key industries took the lead in agreeing to wage 
increases which, round by round, they used as an excuse to increase 
their prices and to add to their profits. 

Many people were convinced by this experience that industry 
was right when it said wages could not be raised without raising 
prices, the proof, to them, being that industry did raise prices 
whenever it raised wages. But organized labor was and is convinced 
of the soundness of its wage-price-profit proposals. For it has seen 
the tremendous profits which industry made as its price increases 
cancelled out wage increases. It has seen the resulting decline in 
buying power of wage income. It has heard industrial leaders say 
that they must accumulate profits in boom years in order to pro- 
vide dividends for the bust years which will follow. 

3- This experience gives rise to labor’s primary new objective — 
that affirmative measures can and must be taken to eradicate 
booms and busts and to maintain production and employment at 
rising capacity levels year after year. The lesson was learned in 
three stages. 

The depression which began twenty years ago convinced most 
people that something must be done to prevent the waste of human 
labor and the human misery of such catastrophes. That was lesson 
one. Lesson two was the experience of full employment during the 
war — ^if we have it for war, we can have it for peace. The postwar 
decline in labor’s buying power, followed by the closing of plants 
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and the laying oflE of workers, provided lesson three — ^that some- 
thing more than the voluntary performance of private enterprise is 
necessary to prevent booms and busts and to make full production 
and full employment a continuing reality. 

Labor knows that booms and busts are not gifts of nature, but 
man-made. It believes that what is man-made can be man- 
controlled. In place of the controls imposed on the economy by 
leaders of big business, it calls for controls in which all economic 
groups may participate. For the 'private planning by monopoly 
industries, it would substitute responsible pvblic planning. It 
urges that government fiscal policies be designed to stimulate 
levels of consumer buying power and investment adequate to 
support full production and to promote its expansion. 

Private enterprise also welcomes government aid, indeed de- 
mands it. Labor’s program differs only because it wants govern- 
ment as a full partner in the process. It is business, not labor, that 
has been inviting the government into private enterprise all these 
years, but always on a heads-we-win-tails-you-Jose basis, beginning 
with Hoover’s Federal Farm Board and Hoover’s Reconstruction 
Finance Corporation ^0 years ago. Labor’s plan is radical only in 
that it would have government promote successful enterprise, not 
merely mop up the failures. 

These full employment objectives of labor are spelled out, though 
imperfectly, in the proposed Economic Expansion Act of 1949, re- 
cently introduced in Congress. It proclaims purposes which we en- 
dorse, but tends to leave government as the silent, rather than the 
active, partner to private enterprise, assigning to it the menial 
task of subsidizing the imperfections of business instead of the bold 
task of promoting positive performance on behalf of the general 
good. I think labor will back this measure if it can be changed to 
provide a creative purpose, rather than a crutch, for the American 
economy. 

4. Pursuit of our full employment objective involves another — 
political action. Labor is in polities for keeps. It is in politics to cope 
with a basic issue of our times — the issue of the private power of 
monopoly vs. the public power of the people. This is the question 
that arises out of labor’s postwar experience with wages, prices, 
profits, employment and production. Shall we have private govern- 
ment of the economy or public government? 
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To come to grips with this issue we must concern ourselves about 
the exercise of public power. We do not intend that government 
autocrats shall substitute themselves for economic autocrats. We 
must get into the governing process. That is, we must get into 
politics. We? Not only labor, but all of the American people who 
live by their labor rather than by their property. 

Ill 

What does all this mean to agriculture? Back in the ’twenties 
labor’s drive centered largely on a higher wage per hour, and for 
only a select few within the ranks of labor. That being so, the farm- 
er’s problem was remote. Cheap prices for food were desirable, no 
matter what they might mean to food producers. 

This certainly is not labor’s view today. Labor sees that the pur- 
pose of farm price supports is similar to its own purposes in collec- 
tive bargaining. The farm program began during the depression at 
the same time as the organizing drive which brought labor unions 
their great increase in membership. And the purpose was the same 
— ^to provide human security against the onslaught of economic 
forces. And the opposition comes from the same quarter. The at- 
tack upon farm price supports, the demand that farm prices be left 
to unfettered supply and demand, the proposal that each farmer 
should decide in isolation how much acreage to till or livestock to 
feed, have come from the same financial and industrial sources that 
still hope to divide labor, to destroy its collective bargaining power 
and to drive it back to competitive wages. 

Labor endorses farm price supports. It wants food as cheap as it 
can buy it, but not at the expense of sweatshop farming. This is not 
based on sentiment but on a recognition of common interest. Or- 
ganized labor has little reason to be grateful to organized farmers. 
It has experienced a hostility from that quarter which could force a 
fatal rift between them were it not for the fact that so many 
organized workers were born on farms and so many more have 
family ties reaching back to those who work the land. They know 
fanning is hard work and hazardous. And they have seen the 
farmer’s principal crop, his sons and daughters, come to the fac- 
tories to work and fight side by side with other workers to protect 
their rights as human beings against the inhumanities of the fac- 
tory system. 
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But labor^s most important support for the farm price support 
program is its determination to achieve steady full employment 
and production at good wages. For only full employment can assure 
good markets, and price supports are in peril if markets collapse. 
The security which the farm family wins through price supports is 
as vulnerable as the security which the worker’s family wins 
through collective bargainmg. A return of depression can destroy 
both. Even a continuation of the present “corrective adjustment” 
(as the business journals call it) with the labor market stabilized 
at some five or six million unemployed — ^threatens the programs of 
farmers and city workers. Curtailed production and employment 
is welcomed by big business precisely because it holds out the hope 
of cheaper labor and cheaper raw materials. 

Success on the part of labor in achieving its goal of steady and 
expanding full employment means a great deal to agriculture. It 
means high and steady farm income. It means a genuine oppor- 
tunity to practice the conservation which the nation needs. It 
means an abundance of the goods that relieve toil It means better 
farm homes, good rural schools, and hospitals and clinics that are 
accessible to farm families. It provides the only sensible hope in 
sight that we shall ever begin to do something for that suppressed 
one-fourth to one-third of families on farms who are truly the for- 
gotten families of our day. 

Labor’s full-employment goal means the same things for all of 
ns. It promises the only possible solution for the restrictive and 
separationist policies which plague all our groups. For if we go back 
to chronic unemployment we shall go back to prohibitive tariffs. 
And if we do not import, we shall not export. So again we will seek 
salvation through scarcity. Labor will join up with employers to 
restrict output, and agriculture once again, as in the ’SO’s, will 
try to get ahead by attempting to make farmers imitate monopoly, 
and with as little success. 

But labor will uot achieve its goal unless farmers share in the 
winning of it. Nor will the two together make headway unless they 
and other groups of people get into politics. For the issue facing 
labor and agriculture is not merely what the welfare of the one 
means to the welfare of the other. The issue, I repeat, is whether 
the American people will create a grass-roots political democracy 
through which they can participate and plan together, can estab- 
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llsh the goals which they desire to achieve, and can carry out 
through their governments such public policies as they find neces- 
sary. If they default, they leave the outcome to government by 
private monopoly or to a bureaucracy manipulated by the power- 
ful few, and there will be little to choose between the two. 

Are these conclusions too bold? In these days of corroding hys- 
teria and of professional withdrawal, the attempt I have made to 
extract meanings from history and to create goals out of experience 
may strike you as neither safe nor persuasive. Well, in that event I 
ask you, who has, if labor does not, a program to make meaningful 
the future of our people? 



MARKETING RESEARCH TINDER THE RESEARCH 
AND MARKETING ACT 

Bernard Jot 

Agricidtural Research AdministrcUion 

T JL 7TIILE conception took place with the passage and signing 
V ▼ Research and Marketing Act on August 14, 1946, 

birth of the program did not occur until almost a year later, July 
SO, 1947, when funds to carry out the Act were made available. 
Although some plans for the baby were developed during the 
period of pregnancy, the record of progress began just two years 
ago. 

Just as a parent can record the progress in height and weight of 
a two-year old child, so we can record the growth in the appropri- 
ation from the original $9,000,000 to the present $19,000,000. 

On the other hand, just as it is difficult for a psychologist to 
appraise the mental and social growth and potentialities of a two- 
year old, so likewise is it difficult to appraise the social and eco- 
nomic significance of a program so young. 

Those of us on the staff that has provided nursing services for 
the youngster are naturally proud of his progress. Our appraisal 
may not be as objective as it should be, because our relationship 
with the child involves the love that is a natural outcome of inti- 
mate association. In inviting me to speak on this topic you have 
exposed yourselves to the same danger as when you encourage a 
parent to talk about his child. 

Those of us involved in the administration of the program are 
proud of its development. We believe that the person chiefly re- 
sponsible was exceptionally well qualified for his task. E. A, Meyer 
had a clear vision of the potentialities of the program and a skilful 
hand in getting hundreds of people to assist in its development. 
His ability to obtain and amalgamate the constructive thinking of 
leaders among producers, processors, and handlers of agricultural 
products is a significant administrative achievement. The develop- 
ment of a program involving coordinated effort of personnel in 
several federal agencies, in the Land Grant Colleges and State 
Departments of Agriculture, and in private industry is not only 
an achievement of which each participant can be proud, but an 
administrative accomplishment that establishes Woody Meyer as 
a leader who deserves our highest tribute. 
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We likewise believe that we are most fortunate to have P. V. 
Cardon, the able and experienced Agricultural Research Adminis- 
trator, as the person who will carry forward as leader of the de- 
veloping program. 

The situation on August 1, 1947, was not a simple one. The Act 
left a great deal of latitude with regard to (1) what was to be done, 
{%) who should do it, and (3) how it should be done. 

What should he done? 

Title I, Section 9 of the Act provided for allotment of at least 7S 
percent of the funds appropriated to the State Experiment Stations 
on a formula basis. It provided that up to ^5 percent be allotted to 
the States for cooperative regional research. Except for the pro- 
vision that at least ^0 percent of such funds should be used for 
^‘marketing research projects” discretion regarding the use of these 
funds is limited only by the broad language “research into the laws 
and principles underlying the basic problems of agriculture in its 
broadest aspects.” 

Sections 10(a) and 10(b) provide for research in utilization and 
research in cooperation with the states in fields other than utiliza- 
tion. In other words, almost any type of research — ^new uses of 
farm products, nutrition, prevention of waste, animal and plant 
breeding, housing, soil and water conservation— all could qualify, 
and the list could be much longer. 

Title 11 provides for research, educational, and service work in 
marketing. Marketing is a broad field encompassing preparation of 
the product on the farm, grading, packa^ng, processmg, freezing, 
storage, transportation, wholesaling, retailing, consumer prefer- 
ences, foreign trade, costs and margins, and pricing practices. This 
list, too, could be lengthened greatly. 

Who should do it? 

The Act provides for utilization of Federal agencies, State Exper- 
iment Stations, State Extension Services, State Departments of 
Agriculture and Bureaus of Markets, and private organizations. It 
specifies state matching of funds for certain work and permits 
contracts with public or private organizations when they can carry 
out work “more effectively, more rapidly, or at less cost than if 
performed by the Department of Agriculture.” 
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B.ov> shotdd it he done? 

Developing organization, policies, procedures and staff is not 
simple when it involves agreements with a variety of Federal agen- 
cies, cooperative relationships with several agencies in each of 48 
states, and contractual agreements with private agencies. 

The Research and Marketing Act has at times been considered 
to be a Marketing Research Act. This is unfortunate, as legal pro- 
visions require that only about five percent of the funds be spent 
on marketing research projects, if utilization research is not classi- 
fied as marketing research. Under Title I, Section 9, 80 percent can 
be spent on other fields. Title I, Section 10(a) funds are to be spent 
on utilization research, and Title I, Section 10(b) funds on research 
other than utilization. Title 11 funds could be spent wholly on mar- 
keting services and educational work. Of course, that was not the 
intent of the Congress, and a large part has been spent on market- 
ing research. 

The desirable flexibility in the Act did pose the administrative 
problem of deciding how much of the total funds appropriated 
should be spent on marketing research? How much on research in 
other than marketing? How much on service and educational work 
in marketing? The decision on these broad questions was not 
reached by one person or at one time. Fifty-one experiment 
station directors acting individually have had major responsibility 
for making the decision in regard to $3,600,000 of the appropriation 
for the fiscal year 1950. A committee of nine experiment station 
directors had major responsibility for making this decision in re- 
gard to $1,250,000. The results of their selection of projects is that 
approximately $2,000,000 of Title I, Section 9 funds will be spent 
on marketing research projects in 1950 and this will be supple- 
mented by about $1,500,000 of state matching funds. 

Some people classify all research in utilization of farm products 
as marketing research. Obviously development of new or unproved 
uses does increase market outlets. However, almost all of this re- 
search is technological rather than economic. As it is covered by a 
separate section, lOfa), in the Research and Marketing Act, the 
amount is annually fixed by Congress. For the fiscal year 1950 it is 
$5,000,000. 

Title I, Section 10(b) is for cooperative research with State Ex- 
periment Stations in fields other than utilization. These funds 
can be used for marketng research and most of the Federal cooper- 
ation in conducting regional marketing research projects under 
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Section 9b3, has been financed from 10(b) funds. The amount in 
fiscal year 1950 for such cooperation is approximately $350,000. 
As I expect the speakers that follow me to discuss the regional mar- 
keting research program, I will confine the remainder of my dis- 
cussion to the marketing section of the Act known as Title 11, 

The appropriation for Title II for the fiscal year 1948 was 
$2,000,000 instead of the $2,500,000 authorized for the first year. 
In 1949 it was $4,750,000 or 95 percent of the second year authori- 
zation. However, $6,000,000 for 1950 for Title H is 120 percent of 
the second year authorization. 

Title II funds are to be spent for marketing work. This can be 
either research or service and educational work. One of the diffi- 
cult administrative decisions has been how to divide the funds be- 
tween the three fields. It is complicated by the fact that insofar 
as possible the service and educational work in marketing is to be 
carried out through state agencies that must match Pederal funds 
on a 50-50 basis. 

The actual decision regarding the amoimt of funds going to 
State Departments of Agriculture and Bureaus of Markets for serv- 
ice work and to State Extension Services for educational work has 
been made largely in the states. To qualify for matching the state 
monies must be in addition to those available for marketing work 
when the Act was passed. The amounts of such new money that the 
States have had for marketing work has largely determined the 
amount of Title II funds used for educational and service work in 
the States. The Agricultural Research Policy Committee recom- 
mended that funds made available by the States be matched if 
their work proposals were sound and provided the amounts to indi- 
vidual states was not disproportionate to the total. With minor 
exceptions the amounts of money the states have had available have 
been matched and the portion of Title H funds going to them has 
approximated 20 percent of the total appropriation for Title H. 
In the fiscal year 1950 approximately $1,200,000 of Title II funds 
and an equal amount of state matching funds will be expended on 
new service and educational work in the states. 

Not all the remaining Title II funds are expended on marketing 
research as contrasted with marketing service work. Federal agen- 
cies may do service work and contracts may be executed with public 
or private agencies for service work. However, decisions in regard 
to such additional service work have been made on a project by 
project basis weighing the value of proposed service projects against 
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the value of proposed research projects. Some projects are difficult 
to classify as research or service, but based on a somewhat arbi- 
trary classification the 1950 expenditure on Federal agency and 
contract projects for marketing service work will be approximately 
$950,000, 

The basic unit for consideration of what work should be done in 
the field of marketing research, how it should be done and by whom 
it should be done has been the work project. In 1950 there will be 
95 marketing research work projects supported by Title II funds. 
The expenditure for them will be approximately $3,850,000. The 
total Research and Marketing Act funds spent on marketing 
will be about $6,200,000. With about $1,800,000 of new state funds 
the total program is about $8,000,000 greater in 1949-50 than in 
1946-47. 

Administration is sometimes divided into six major functions: 

(1) Developing policies 

(2) Developing plans of work and authorizing expenditures of funds to 
carry them out 

(3) Development of an organization and assignment of responsibilities 

(4) Selection, training, supervision, and control of personnel 

(5) Coordination of effort 

(6) Reporting accomplishment 

A large portion of the administrative functions related to market- 
ing research on Research and Marketing Act funds have been de- 
centralized. Only functions 1, 2 and 5 have been the responsibility 
of the Administrator and his staff. They have worked on policy, 
plans of work, coordination, and budget justification. 

The plans of work have all provided for the actual conduct of 
the research by agencies of the Department, State Experiment 
Stations and private research organizations. The administrator of 
the agency conducting the research has been responsible for the 
development of an organization, personnel and reporting the results 
of research work. 

Two of the most important items of policy were indicated by the 
Congress in the Act itself. They are: (1) Use of facilities of existing 
agencies and organizations for the conduct of the work, and (2) 
Use of committees representing producers, industry, government 
and science to make recommendations relative to work to be done, 
and to assist in obtaining necessary cooperation to carry it out. 

Plans of work have been developed within this framework. 
During the past two years final decision on what work is done and 
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what work is postponed has been made by the Administrator in 
conference with eight assistants. Before this group is a long list 
of work projects each with a price tag on it. The project titles are 
supported by a research outline which tells; 

1. The problem and need for the work 

2. The objective to be reached 

3. How the work would be done 

4. Who will do the work 

Also before this group is the amount of money that is or may be 
available. This figure has always been far below the total of the 
price tags on the individual proposals. The problem is to reduce 
the list either by eliminating items or cutting the price tags until 
the total equals the money available. 

When the group assembles it has some criteria in mind that are 
applied to each proposal. As these criteria have not been formally 
stated, I will express them in my own words, 

1. Does the work qualify under the provisions of the Act? 

2. Is the work part of a broad field that should receive emphasis? 

3. How important is the problem to be solved in the minds of producers, 
industry and scientists as indicated by the priority given to it by ad* 
visory committees? 

4. What is the probability of the proposed research being conducted 
successfully in light of the personnel and facilities available? Is the 
group proposmg the work the one best qualified to do the job? 

5. How does the particular research proposed fit together with work 
already completed or under way and with other work proposed? 

6. Considering the first five criteria, how high is the cost in terms of 
probable results 

Many months of work have preceded the conference session at 
which some work projects are selected and others rejected. This 
work has consisted of delineation of the criteria and study of the 
individual work proposals. 

The individual proposal has been checked against the provisions 
of the Act and the administrative policies set up pursuant to its 
provisions. Frankly one of the most perplexing questions is **What 
is marketing?’* Text book definitions are of little help when you 
are faced with a proposal to reduce loss of a processed product dur* 
ing storage and develop methods for preventing the loss when the 
presumption that loss is caused by an organism that infected, but 
could not be detected in the raw product before it was harvested, 
is just as likely as the presumption that the loss is caused by con- 
ditions to which the product was exposed in processing, transporta- 
tion or storage. 
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Determination of the broad fields that should receive emphasis is 
one of the major contributions of the 11-man Agpcultural Research 
Policy Committee set up by Congress in Title III of the Act. 
This Committee meets quarterly. They point out the need for 
consideration of broad policies such as a desirable balance between 
livestock numbers and human population. Congressional hearings 
are also rich in indications of broad fields needing emphasis such 
as recurring questions on why the price spread between the farmer 
and the consumer is so great. 

Establishment of the relative importance of various problems in 
particular fields has been the chief purpose of the meetings of 
commodity and functional advisory committees. Before the com- 
mittees meet a representative group of department scientists 
meet and develop a list of problems for the committee to consider. 
The advisory committee reviews the progress of work under way, 
adds problems to the list and arranges the list according to relative 
importance of problems. 

The advisory committee recommendations are a major consider- 
ation in the selection of problems on which the agencies develop 
research proposals. However, the priorities suggested by the re- 
search agencies when they submit proposals may vary from those 
of the committees in light of the availability of personnel, facilities 
and “know how/' Work basic to the solution of some problems 
may be barely started while the solution of other problems may 
involve the application of well-established techniques to an addi- 
tional commodity or function. The plan of work and allocation 
of funds that has resulted from this process is summarized in the 
following table showing the budget for Title II funds under five 
major and 22 minor classifications 


Title II. MABKETiNa Besi!l&bc!H and Ssrtiges 


ld48 

1949 

1950 

Allotment 

Allotment 

Budgeted 

I. Sastc data and information 



a. Reports on suppEes, prices and 

movement of farm products. $ 164,750 

b. Improving market news and other 

market imormation services. 63 , 560 

3 429,700 

150,800 

$ 238,000 

173,000 

c. Promoting greater nse of market 

information through State educa- 
tional and service agencies. 16 , 000 

156,000 

175,000 

Total, Financial Project I $ 444,310 

$ £36,500 

9 586,000 
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Title II. Marketing Beseabch and Services (GoTainued) 

1948 1949 1950 

Allotment Allotment Budgeted 

II. Expanmon of oiftlets for farm products 

a Development of foreign outlets. $ 63,800 $ 161,000 $ 200,000 

b Explormg opportunities for ex- 
panding domestic markets. 38,840 158,700 193,000 

c. Determining consumer prefer- 
ences. 95,200 167,400 206,000 

d. Consumer education. 43,000 86,000 125,000 

e. State service programs to expand 

market outlets. 265,000 374,200 425,000 

f. Analyses of supply, demand, and 

consumption. 69,350 139,100 149,000 

Total, Financial Project n $ 575,190 $1,086,400 $1,298,000 

m. MarJceting sermees, costs and margins 

a. Analyses of marketing services. $ 24,200 $ 70,900 $ 149,000 

b. Studies of pricing practices 21,000 41,300 43,000 

c. Measurement of costs and mar- 
gins. 41,000 318,800 549,000 

Total, Financial Project lU $ 86,200 $ 431,000 $ 741,000 

IV. Improfoement %n preparation and 
handling of farm products 

a. Development and improvement of 

grades and standards. $ 174,200 $ 496,300 $ 483,000 


b. Developing improved containers 


T j 


and methods of packa^g. 
c. Improving transportation services 

50,200 

135,000 

140,000 

and equipment 

d Economic studies of new and im- 

14,250 

61,700 

120,000 

proved processing methods, 
e. Improved storage and condition- 

58,650 

140,000 

255,000 

ing of farm products 
f . Quality preservation in marketmg 

95,900 

822,800 

422,000 

diannels. 

64,500 

271,600 

255,000 

Total, Financial Project IV $ 

457,700 

$1,407,400 

$1,676,000 


V, Evalualion and improvement of mar- 

heting system 

a. Improvement in physical plant. $ 160,800 $ 252,600 $ 268,000 

b. Increasing efficiency of merchan- 
dising agncultural products. ^ 106,800 246,200 315,000 

c. Evaluation of market organiza- 
tion. 132,000 211,100 304,000 

d. Improving marketing methods 

and efficiency through State edu- 
cational and service programs, 166,000 443,000 675,000 

Total, Financial Project V $ 565,000 $1,152,900 $1,562,000 
Over-all Administration 73,000 135,800 138,000 

$2,000,000 $4,750,000 $6,000,000 


Total, Title II 



ADMINISTERING MARKET RESEARCH— WESTERN 
PROBLEMS 

D. B. DeLoach 
Bunm of AgncuUuTal Economics 

V ARIOUS commeiits have been made about the general con- 
ditions of western regional market research. Opulence, in- 
fancy, malnutrition, family troubles over finances, and cerebro- 
spinal ossification are attributed to the program. Obviously there 
are certain basic diflSculties or your program committee would 
not have chosen to devote so much time to the subject of “Admin- 
istering Market Research.” 

There are basic problems that have developed in the administra- 
tion and activation of a large-scale regional market research pro- 
gram. They are centered mainly around specific points, namely: 

1. The sTUtability and value of the market research projects regionally 
and to the state. 

The inexperience of the existing market research staffs. 

3. The feasibiKty of expanding the market research staff to handle 
projects of short duration. 

4. The allocation of staff time between research and teaching. 

3. The manner and extent of state participation in regional research 
programs. 

6. The extent of industry and agriculture cooperation with regional 
market research agencies. 

7. The lack of definiteness regarding the meaning of regional market 
research. 

8. The time required to administer the program. 

Suitability and Value 

If viewed from the standpoint of research results only, the first 
two years of western regional research was almost a total loss. On 
the other hand, the eleven western states did effect a working mech- 
anism through which regional research could be done provided the 
states develop their research staffs of trained people to carry 
through their assignments. This latter qualification raises several 
issues. 

The practice of dividing funds among several states to do re- 
search on a specific problem implies an obligation to do productive 
research. This is true even though the funds made available to the 
station from state and RMA sources are barely enough to meet 
traveling expenses to the scheduled meetings of the technical com- 


1156 



ADMiNisTBBma Market Eebeabch 


1157 


mittees. As a matter of good administration, states are going to be 
forced to ask what economic problems^re of re^onal significance 
and lend themselves to active participation with several research 
agencies in the region, 

I have had a reasonably close contact with developments in four 
WM projects. Experience and well defined regional research ad- 
ministrative procedures are lacking. Local pride and the fear of 
criticism for inattention to local problems make necessary the 
participation of each state in each of several projects. Frequently 
no results of consequence are obtained that would not have been 
obtained through non-participation. The added value of the re- 
search to the state is often slight. It is possible that some of this 
local emphasis will be relieved when regional research publications 
become better known. 

Inexperience of Existing MarTcet Research Stafs 

Specific qualifications are necessary if a researcher is to accom- 
plish worth-while results. Competence comes partly from training, 
partly from experience, and partly from an aptitude for the par- 
ticular task. Some of the western states are still having a difficult 
time locating qualified researchers to fill existing vacancies, a con- 
dition arising partly from the lack of security of tenure. Others have 
filled all available positions but have had to choose men insuffi- 
ciently trained and without any real interest or experience in mar- 
keting or markets. Under such conditions the administrator must 
have sufficient time to plan and to supervise the research program 
or the entire research operation is characterized by inefficiency and 
waste. There is reason to believe that most of our western stations 
have had to face this problem frequently. Inasmuch as experiment 
station market research administrators have had several new 
hurdles since 1046, their time must be spread thinly over each of 
many problems. In one sense, they have been forced until recently 
to accept the slogan of a prominent farm combine manufacturer, 
‘*Once Over and It’s All Over.” 

Feasibility of Expanding the Research Staff 

Good management practices in the field of economic research 
should follow good management practices generally, e.g., the size 
of labor force should be related to the volume of immediate and 
potential work. This type of managerial procedure presupposes 
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the existence of a market research program associated with the 
needs of industry and agriculture, but it in no sense excludes a 
core of basic research that might be called ""tool building.” 

Several state agricultural experiment stations have expanded 
their market research staffs at a phenomenal rate since 1946. 
Part of this expansion has come as a result of a program begun under 
state appropriations for market research, but the real stimulus 
came from funds appropriated for section 9b3 of the RMA. Perhaps 
it will be shocking to some of you for me to state publicly that 
several western states and federal agencies (and I know of states 
in other sections of the country) have been embarrassed with too 
much money for market research, considering their plans and per- 
sonnel. There are two reasons for this. The first is lack of time to 
develop a program and organize a competent research staff to 
carry through the program. The second comes from inability of 
research groups to obtain full cooperation from market agencies. 
Time is helping to correct the first condition because worth-while 
plans for research projects are emerging for 1950-51, along with 
better qualified and more seasoned research workers. The second 
condition is not improving. Marketing agencies are scrutinizing 
closely requests for confidential records, and are consistently rais- 
ing the basic question regarding benefits to come from such research. 
Some business leaders who have been ""surveyed” regularly without 
seeing any results ask frankly whether this is just another state 
or federal statistics-gathering scheme, the possible use of such sta- 
tistics being only remotely associated with improving the effi- 
ciency of the market processes. 

If any significance is to be attached to the foregoing conditions, 
one might assume that agricultural marketing agencies are much 
less interested in carrying on the type of regional market re- 
search done under RMA since 1947 than is commonly supposed. 
It is very easy for business people to point out the inconsistency 
of research designed to improve marketing efficiency while other 
state and federally supported programs are designed to main- 
tain the status quo. All these factors taken together cause any 
good administrator to appraise the temporary and permanent 
personnel needs very carefully. If regional research is continued on 
the present scale, will the program be modified to require a ""floating” 
group of regional researchers? If the program is not retained, do 
state civil service and retirement regulations make it inadvisable 



Administeeing Mabket Reseaech 


1159 


to expand the research staffs? Each state must meet these issues 
in terms of its best judgment as to the basic market research needs 
of its people and the willingness of the people to finance adequately 
a worth-while program of market research. 

Allocation of Staff Time Between Research and Teaching 

There is no denying that western regional market research plans 
were badly disrupted for two years because the teaching load as- 
signed to many research workers left little time for research. One 
glaring example is that of the researcher assigned to three research 
projects in addition to a teaching schedule requiring him to hold 
classes five days each week. This condition has not been corrected 
entirely. Conditions within the region are so much better now 
that harsh criticism for most of the eleven states is unwarranted. It 
will not be easy for some of the smaller states to completely solve 
this riddle of minimizing interference of teaching duties with re- 
search assignments. The nature of a teaching assignment is such 
that there is a minimum time requirement involved regardless of 
the quality of the work. The nature of man is such that there is a 
maximum time limit on the number of hours he can or will work 
each day. We have spent ten years in agricultural economics at 
Oregon State College trying to develop our research and leaching 
staff to the point where conflicts between the two assignments 
could be kept to a minimum. The results follow: 


Number of staff 


Assignment 

Kesearch 

Teaching 


'Percent 

Percent 

4 

100 

— 

1 

81 

10 

3 

75 


% 

67 

33 

4 

SO 

SO 

1 

SO 

70 


The foregoing allocation of time might not look good to other 
colleges, but it certainly is better than anything we have had pre- 
viously. Furthermore, we have been able to arrange our teaching 
program in a manner to permit the teaching assignment to be 
completed before the research is undertaken. This is a very im- 
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poTtant considexation in a small school, because we have a limited 
number of graduate students to use on a market research program. 

State Partid'pation in Regional Marlcet Research 

It is difficult to establish any firm rule as to the number of re- 
gional market research projects in which a state should participate. 
The diversification and importance of agricultural activities and 
the characteristics of the problems should be the determinants. 
But they cannot be the sole determinants if efficiency is taken into 
consideration. For example, Oregon has such a wide diversification 
of crops and marketing problems that a selection based on the 
urgency of the problem has been the means by which most of our 
projects were begun. This basis for choosing fields of market re- 
search when funds are insufficient to go around may be lacking in 
many respects, but I cannot see any other practical procedure, all 
factors considered. 

Certain of the eleven western states have established industry 
advisory committees to work with the stations in developing a 
market research program. Whether this device will prove satisfac- 
tory remains to be seen. The implications are quite clear; in fact, 
too clear to be entirely comforting to true research workers. It 
seems that the insistence of commodity groups that their particular 
problem deserves immediate attention has caused research admin- 
istrators to divide funds among several projects to a point where 
no one project is adequately financed or staffed. The foregoing 
statement might appear inconsistent with my previous remark that 
research workers are not receiving the complete assistance of agri- 
cultural marketing agencies. This is not the case. When a com- 
modity group advises that certain market research would be help- 
ful and it would be interested in having it done with state or federal 
funds, there is no implication that the members of that industry 
are obligated to supply the information needed to make the in- 
quiry successful. Some few months ago I sat through a meeting of 
one of the national commodity advisory groups. The commodity 
has been subsidized heavily for several years, yet there was very 
little interest in a study of the economics of marketing the com- 
modity. There was no reluctance, however, to support heartily a 
proposal to use a substantial amount of research funds for buildings 
and physical equipment. One could easily raise the question at this 
point as to whether market research in state and federal agencies 
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can begin to rely more on good research procedure as a means of 
maintaming support. 

There may be considerable disagreement as to the emphasis 
each of you will place on the conditions I have mentioned. Regard- 
less of this, your decisions as to the number of research projects 
carried by your departments will have to be affected greatly by 
these forces. 

Industry and Agricidture Cooperation with Research Agencies 

Western regional market research workers have been very suc- 
cessful in obtaining cooperation from marketing agencies where 
the information needed related to handling practices and market 
channels. Reasonable success occurs in obtaining selling prices. The 
success curve starts downward rapidly when questions are asked 
concerning costs and the components of costs, and the location of 
market outlets. This type of questioning gets too closely to the only 
competitive aspect of many businesses. Cost information is also 
guarded closely by some types of businesses for fear it will be used 
to their disadvantage in wage negotiations with labor unions. In 
other instances the kind of cost data sought by researchers is not 
available and could not be made available without undue expense 
to the firm answering the questions. 

A substantial part of the difficulty of obtaining factual data from 
marketing agencies stems from the inability of researchers to ex- 
plain what they want, why they want it, and how such information 
will be used if it is made available. The inexperience of researchers 
in a particular field becomes an unusual liability in market research 
work. Too many researchers are interested solely in assembling a 
mass of statistics. Market men soon lose patience with a research 
man who is unable to ask intelligent questions about an industry 
on which he will later pass expert judgment. This situation has 
arisen so frequently that one wonders whether the training ^ven 
students in agricultural economics is alone adequate preparation 
for market research. 

Loch of Definiteness Regarding the Meaning of 
Regional Marled Research 

A cursory examination of the eight western regional market 
research projects leaves one with considerable doubt as to what 
constitutes regional research. I have tried to be broad-minded on 
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the subject. On several occasions, however, I have had to defend 
the actions of my fellow workers in Oregon and neighboring states. 
The fact that my arguments were accepted left me with the im- 
pression that the persons who accepted them were very generous in 
many instances. Two regional projects can be used to illustrate 
my point. 

I believe the western dairy marketing project is a very good il- 
lustration of a regional research undertaking. As nearly as possible 
the principal states are working on different aspects of the problem 
of marketing milk. Some of the activities are confined to inquiries 
into local market problems, but in each instance, these problems 
are of significance far beyond the immediate area. To an admin- 
istrator who is unfamiliar with the dairy industry, one has some 
diflSculty explaining the regional aspects of the work in progress. 
On the other hand, the western group has had no difficulty explain- 
ing the regional characteristics of the turkey marketing studies 
which were brought to a close in June, 1949. The project looked 
perfect on paper, but in terms of the work done the regional fea- 
tures assume less importance than they should. I wish to add, how- 
ever, that this very fact was one of the basic reasons for the de- 
velopment of a thoroughly coordinated program in marketing 
poultry and poultry products in the western region. 

Time Required to Administer the Program 

Considerable criticism has been directed toward the regional 
market research program because of the time required to plan and 
execute the work in cooperation with other states and federal 
agencies. There appears to be a reasonable justification for this 
complaint. Approxiiaately 85 percent of the regional market re- 
search funds allocated to Oregon in 1948-49 was spent for admin- 
istration as a result of direct participation in the work of the 
regional technical committees. If indirect administrative activities 
were charged against the projects in proportion to the actual time 
requirements, I do not believe I would be far afield to estimate the 
cost at approximately 50 percent of the EMA funds made available 
to Oregon for regional market research. My observation of the 
administrative activities of the Bureau of Agricultural Economics 
relating to the use of RMA 10b funds would indicate very heavy 
expenditures for administrative purposes. The Bureau’s problem, 
like that of the states, arose from an attempt to spread its funds 
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thinly in all regional market research work. Conditions similar to 
those I have mentioned exist in a sufficient number of states to 
warrant a very close study of the basic causes and the possible 
implications of this situation. 

Present Trends 

Up to this point I have reported rather gloomily on the regional 
market research done in 1947 and 1948, recognizing a substantial 
improvement in the outlook for the current fiscal year. More im- 
provement can be expected for 1950-51. Real progress has been 
made toward a definitely regional program for milk, poultry, and 
deciduous fruits. Further progress can be expected on other com- 
modities if these initial steps are approved by the Committee of 
Nine. But in no case can the western region assume that it has 
solved its major problems until: 

1. It has clarified and simplified the objectives of the regional market 
research program, and 

Obtained from the Research and Marketing Adrainistration and the 
Ofi&ce of Experiment Stations a consistent, clear-cut, and simple set 
of administrative procedures that will reduce greatly the administrar 
tive confusion connected with the program. 



ADMINISTERING MARKET RESEARCH- 
NORTHERN PROBLEMS 

Raymond J. Penn 
University of Wisconsin 

Y OU must recognize that my remarks on this subject will be 
based largely on a few months’ experience in one agricultural 
economics department in one college of agriculture. When Mx. 
Wells asked me to prepare this paper he indicated an interest in 
the opinion of one ‘ Vho has been more or less suddenly forced into 
the marketing field- - . . ” This paper does not necessarily represent 
the policies of either the Wisconsin Experiment Station or the 
Agricultural Economics Department. 

There is not much question what we are concerned about. 
It is the Research and Marketing Act of 1946 and the admin- 
istrative problems growing out of a greatly expanded program 
of market research. I plan to confine this paper to those parts 
of the Act which are of most concern to an Agricultural Economics 
Department in a State Experiment Station. 

Research funds may be made available to Experiment Stations 
under several sections of the Act. Stations may submit marketing 
projects under Title II, provided new money is available for match- 
ing purposes. Some Stations have Title II projects. However, I 
suspect our experience is rather common. When the Act was first 
passed our department developed quite a number of marketing 
research projects to be submitted under Title II. None of the 
projects were approved until the spring of 1949 when one small 
research project was activated. New money for matching purposes 
has been very limited in our Station. However, our 1949 Legislature 
appropriated some new funds for marketing. To date, then, we have 
made very limited use of Title II research funds. We may use it 
more in the future, particularly since a five-man committee of 
Station directors has been established through which Title 11 
marketing research projects can be channeled. 

Another source of research funds available to Experiment Sta- 
tions is the allotment to U.S.D.A, The U.S.D.A may contract to 
have research done by any public or private research agency (Sec. 
10a of Title I and Title II). Our department has submitted one 
proposal of this type which has not as yet been approved. I under- 
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stand only a few of these contracts have been consummated with 
Experiment Stations. 

My experience with Title II — ^the strictly marketing portion of 
the Research and Marketing Act— has been very limited and we 
have practically no experience with the contract arrangements. 
Hence, the remainder of my paper will be devoted to that portion 
of the Act which authorizes appropriations of research funds to the 
Experiment Stations, namely. Title I, Section 9. This section con- 
tains provisions for state research (Sec. 9bl and 9b^) and regional 
research (Sec. 9b3). 


State Research Under RMA 

The funds allocated directly to the Experiment Stations may be 
used for almost any kind of agricultural research. However, at least 
^1 percent of these funds must be spent on marketing. The avail- 
ability of the remaining 79 percent is contingent upon the full 
expenditure for marketing research. Research supported by 9bl 
and 9b2 funds is done under very nearly the same administrative 
arrangements as have been used by the Stations for many years on 
all federal grant research. The essential diflFerence is that RMA 
project proposals must be submitted six months to a year prior to 
the time when funds will be available for the research. According 
to a recent announcement from the Office of Experiment Stations 
all Sec. 9 projects for 1950-51 must be in the Office of Experiment 
Stations September 1, 1949. The projects will then be submitted 
to the Bureau of the Budget by September 15, 1949.1 These pro- 
posals will be before Congress when the 1950-51 appropriation is 
made. It is my understanding that this makes it necessary for 
the Experiment Stations to use the 1950-51 appropriations only for 
the projects before Congress at the time of appropriation. 

The Agricultural Economics Department at Wisconsin is par- 
ticipating in nine marketing research projects supported, in part, 
by 9bl and 9b^ funds. Four of these projects are very similar to 
and support the regional projects of which I will have more to say 
later. I said we participated in nine marketing projects because two 
of them are being conducted in cooperation with our production 
departments. 

^ Time Schedule for the Preparation of Cooperative Regional Projects and Bvdpets, 
Office of Experiment Stations, May 5, 1949 (includes schedule for 9bl and 9b® 
projects). 
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These are some of the problems we face in using 9bl and 9b2 
funds, not necessarily in the order of importance. 

1. If we do not utilize at least percent of the 9bl and 9b2 
allotments for marketing the Station will lose funds available for 
non-marketing research. Obviously, we are under pressure to 
utilize the marketing funds. If we do not expand the marketing 
research in the agricultural economics departments we may expect 
to see an expansion of marketing research in the production depart- 
ments. Of course, if we do develop a number of new marketing 
projects we increase our personnel and our space needs which 
brings criticism from our associates in other departments. 

2. The time schedule for submitting RMA research projects does 
not fit my idea of the way research is done in social sciences. Partic- 
ularly is this true if the Experiment Station Director cannot shift 
the funds from one project to another or change the projects. You 
win recall that the 1950-51 projects are to be in the Oflice of 
Experiment Stations, Washington, September 1, 1949. This means 
the research person must propose the project just about one year 
before the research begins. I recognize it may have been desirable 
to demonstrate to Congress the scope of the new research in order 
to receive the appropriations. The person doing the research, how- 
ever, is often seriously handicapped if he is expected to work on 
projects drawn up a year before he starts his research. 

A good research program, particularly one that is rapidly ex- 
panding, should permit the research person considerable flexibility. 
The social science researcher should have a plan of work which is in 
a process of continuous change. He tries an approach which may be 
fruitless and he should drop it. Or it may open up an entire area 
that was not before considered significant. For the most part, the 
usual Experiment Station procedure offers opportunity for flexibil- 
ity. The director is close to the research staff and he knows the 
characteristics of most of the research personnel. I am confident 
many directors approve projects more on their confidence in a re- 
searcher’s ability to do a good job than on what is said in a project 
proposal. 

It is difficult if not impossible for the research person to prepare a 
meaningful project statement a year before the research starts. B&s 
attempis have resulted in much wasted effort. Most of us have 
prepared many more project statements for RMA than have been 
approved. I have had the feeling we were writing them in the dark. 
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We did not know the amount of appropriations which would be 
available and were writing projects for personnel not yet on the 
stafiF. Certainly staff working on a project should participate in the 
formulation of the research problems. 

I think the time schedule for RMA projects should be re- 
examined. Why can’t the 6bl and 9b£ funds be allocated to the 
Experiment Stations each year as other federal research funds? 
We don’t have to write projects a year in advance to use Hatch or 
Purnell Act funds. 

We may well be at a point in our research where we will have to 
take a new look at just what a project statement is. I think ad- 
ministrators and researchers alike have placed too much reliance 
in the project statement. It is considered to be a device to control 
and direct research and at the same time to be a research plan of 
work. I am confident we would be more realistic if we would develop 
some sort of a research agreement which would be recognized as 
nothing more than an agreement to proceed on a general line of 
work. A series of work plans and summaries of results could be 
used to give the administrator whatever control is necessary, 

3. A marketing research program called for by RMA requires 
personnel. Nearly all the Experiment Stations have or could make 
one or two positions available in marketing. Certainly we have 
done our share to raise the salary of marketing research personnel. 
I believe the best solution to the personnel problem is to bring more 
general agricultural economists and even economists into the 
marketing research program, particularly those trained in prices. 

In our marketing research program we are helped a good deal by 
graduate students. Some of our more promising graduate students 
who have completed all requirements for their degrees, except the 
thesis, have been employed on full-time research for the duration of 
a specific marketing project. We have conducted several research 
projects in this manner which we think have made significant 
contributions both in research results and in better trained gradu- 
ates. Some of these students could not have completed their 
graduate training without such an opportunity. We realize the 
fact that these yoxmg men do not have much tenure and that we 
are slowing down some the rate at which our graduates become 
available for permanent positions. 

4. I suspect the most critical problem most of us face as a result 
of the RMA is that of defining significant and manageable research 
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problems in a line of work that is expanding so rapidly. The danger, 
of course, is that it is easiest to do more research on the same prob- 
lems. We can always follow more agricultural products through 
the market and describe the functions, services, costs, margins, 
shrinkage, etc. I do not propose to set down a list of good and bad 
marketing projects. But I would be a little less concerned if more of 
our marketing research was designed to help improve our marketing 
system and more of our eiSort was directed at such areas as pricing 
arrangements, financing, and consumers’ preferences. 

The effectiveness of the research program of any organization 
will rest with the staff— not the administration. The marketing 
staff member who can locate real problems, get some information 
important to their solution, and see that results are made available 
to persons or groups who are making decisions, is indeed a valuable 
person. We must work out democratic procedures for administering 
research. Attempts in this direction are being made at a few col- 
leges and universities and I know one or two men in the U.S.D.A. 
who understand the idea. However, the idea that administration 
can be democratic is completely foreign to most of our thinking. 

6. The rapid expansion of marketing research in most of our 
departments has had no counterpart in the other hnes of research 
we are engaged in. It is quite natural for administrators to think 
the agricultural economics departments are doing well, and, hence, 
to use the 9bl and 9b2 non-marketing funds in other departments. 
I suspect some of the responsibility for this situation rests with the 
staff. Actually non-marketing research in agricultural economics is 
authorized with 9bl and 2 funds. The non-marketing staff have not 
been familiar with the Act and hence have not submitted new 
projects in the time pattern required by RMA. 

Regional Research {Title I, 9h3) 

Anyone from the North Central Region writing on the RMA 
should have something to say on regional research. For over 10 
years now the North Central Region has had at least two very 
active regional committees engaged in research activities — ^The 
North Central Regional Livestock Marketing Committee and the 
North Central Regional Land Tenure Committee. Both of these 
committees have received active support from BA£, U.S.D.A. The 
livestock marketing committee has had one BAE person available 
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to coordinate the research.* The land tenure committee has had a 
number of BAE personnel work with it on specific projects. And, of 
course, the Farm Foundation has given the tenure committee con- 
tinuous support. The Farm Foundation was instrumental in ar- 
ranging for the first exploratory regional conference at Davenport, 
Iowa in 1938. Since that time the Foundation has paid, among 
other things, the travel expense of state technicians to attend at 
least two regional meetings a year. Begional committees came 
along rapidly in the North Central Region. The Poultry and Egg 
Marketing Committee was formed in 1940 and the Farm Struc- 
tures Committee in 1944. Now we have eight regional committees 
concerned with agricultural economics research, six in marketing.^ 
Experiment Stations in the north central region have published 14 
regional bulletins, seven on land tenure, four on marketing, and 
three on farm structures. The success of the regional committees 
on livestock marketing and tenure in the North Central Region 
was one of the major reasons Congress included provisions for 
regional research by Experiment Stations in the RMA. 

In spite of this background of experience, I think regional re- 
search is the part of the RMA most difficult for the Experiment 
Stations. Let me illustrate again with our department. Our de- 
partment participates in seven regional projects supported by 9b3 
funds. Six are marketing and one is soil conservation. Seven of our 
senior staflF are members of regional committees. One is chairman of 
his committee and chairman of the executive committee. Two 
others are members of their executive committees, one as secretary. 
Four other senior staff members serve with the regional committees 
in one capacity or another. This is a total of 11 senior staff mem- 
bers. As a minimum a member of a regional committee should 
spend several days once or twice a year attending the meetings. I 
would think he should spend some time preparing for the meeting 
and some time after the meeting carrying forward the program and 
decisions of the committee. The executive committee, made up of 
three or four members, is usually given the assignment of develop- 
ing the project, recommending budgets, coordinating the research, 

® B]orka, Ehute, “Regional Research in Agricultural Marketing,” This Joubnai^ 
February, 1945, pp. 121-137, Vol. XXVH, No, 1 

* Cered Marketing, Potato Marketing, Poultry and Egg Marketing, livestock 
Marketing, Daily Marketing, Fruit and Vegetable Marketing, Land Tenure, and 
Farm Management. 
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and editing the results. Major decisions are cleared with all state 
representatives. Members of these executive committees have quite 
a job. Decisions they must make are hard to make by correspond- 
ence. Hence, frequent out-of-state travel is necessary. Now for all 
six regional marketing projects our department will receive in 
19419-50 about $5,000 in 9b3 funds. This figure does not include 
regional funds (9b3) deposited with our Station for use of the 
regional “coordinators,” You may say that it looks as though a 
small amount of regional money, acting as a catalyst, has stirred 
up a lot of activity at Wisconsin. The regional meetings have, I 
think, served as a stimulus to our research. On the other hand, 
most of the regional projects to date have not been enthusiastically 
supported by our staff if the amount of research done on the prob- 
lem above the minimum regional requirements is an indication. I 
must say, however, that our department is planning to put about 
$15,000 into research as a part of one regional project. 

Although I am not familiar with the activities of our Station 
directors it seems to me they must be putting in relatively more 
time on regional research than on any other research program. One 
director is responsible for each regional committee and some 
directors have been assigned to several regional groups.^, The North 
Central Directors are meeting this week and I am told a consider- 
able portion of their meeting will be devoted to regional research — 
projects, budgets, and allotments. 

Regional research under the RMA has raised many of the same 
problems described in the previous section on state research (9b 1 
and ^). But, in addition, regional research has required relatively 
large amounts of time — ^both by staff members and administrators. 
Bookkeeping is excessive and project arrangements are com- 
plicated. 

The real question before us is how to preserve the good features 
of regional research and at the same time reduce cost in personnel 
and money. We may find some of the RMA rules actually hinder 
work on regional problems. 

I am in complete agreement with the logic behind the develop- 
ment of regional research in the RMA. The rules governing research 
workers in state Stations tended to limit their activities to the 

* D^nilions of terms arid functims related to the orgamzatim and adminisiration 
of Coop. Reg. projecis . . . RMA. Memo, prepared by “Committee of Nme,” Office of 
Exp, Stations, U S J) A., Aug. 1948. 
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state. In many states teclmicians found it diflScult if not impossible 
to travel outside tbe state. Many of the problems, particularly in 
social science, were common to several states and in some instances 
both research and improvement of the situation required the 
cooperative action of two or more states. Our North Central Re- 
gional Committee and subsequently regional research under the 
RMA were attempts to get research personnel from several states 
to work together on their common problems. 

Generalizations are hard to make and often become meaning- 
less. Yet here are some of the things I think Experiment Station 
personnel can accomplish by regional activity. 

1. The competence of technicians will be improved. Technicians 
from several states working on similar problems will have an 
opportunity to exchange ideas and techniques. 

2 . Regional groups of technicians may bring valuable evidence to 
bear on regional problems without doing additional research. Pre- 
vious research in the Stations can often be made the basb for im- 
portant judgments on regional problems. 

8. Regional groups can plan and conduct research together. I 
think there are three quite different types of research which can be 
carried on. One is in the nature of a regional census. This involves 
uniform schedules and the collection of similar data in each state. 
The second is a type of division of labor. Many problems are com- 
mon to several states. If one state is doing research on one such 
problem then there is no need for additional work at another state. 
The third is research on a regional problem which will require re- 
gional judgment and regional action. This, I submit, should be the 
most important objective of regional research. 

To date, however, very little of our regional research under the 
RMA has been directed to answering questions that must be 
answered as a region. There is some reason in this situation. A large 
segment of our devices available to do something about a given 
problem centers around our federal, state and local units of govern- 
ment. 

I have described some of the regional activities we can and 
should carry on. Now let us return to the question of how to im- 
prove both the administration and the usefulness of regional re- 
search. As I have tried to point out the administrative machinery 
is costly in time and money. As yet the regional research has not 
been on regional problems, although there are some indications of 
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improveineiit. I am satisfied we should make some major changes 
in the rules. Here are my suggestions. 

1. A series of regional agreements should be encouraged which 
spell out a general line of work. Funds should be allotted to these 
projects sufficient for the travel of technicians to regional con- 
ferences. This type of agreement should receive first priority in 9b3 
allotments. The funds should be kept in a lump sum in the Station 
whose director is the advisor of the regional committee. This sug- 
gestion is based on my belief that most of the more desirable re- 
gional activities can be carried forward with existing sources of 
funds, provided rather regular regional meetings of technicians are 
possible. 

If more specific plans of work are forthcoming for regional 
research 9b3 funds may be used in their support. These research 
plans should be carefully appraised to make sure the work cannot 
be done by other means. Certainly the plans should not have to 
be made a year before the research starts. There should be no 
attempt to use up a definite amount of money. 

3. My third suggestion is that the full 25 percent of Sec. 9 funds 
need not be used for regional projects. If the research people do not 
develop enough regional research projects to use all of the funds the 
remainder will be distributed to the Experiment Stations under 
Section 9bl and 9b2. 

If we could follow the procedure I have suggested we would 
separate the funds used for the support of regional meetings of 
technicians and the funds used to do regional research. Combina- 
tion of these two purposes has, I think, led to ill considered projects, 
especially where a definite fund has been set up and we try to use 
all of it. 


DISCUSSION 

M. T. Buchanan 
State College of WasJvingUm 

la my discussion of this topic I want to arrive at three major conclusions : 
(1) There is still a lot more to administering market research than is en- 
compassed in various RMA funds and procedures (although properly 
the program committee and the participants have singled these out as the 
principal problems) ; (2) BM A funds are acceptable and can be utilized 
to advantage no matter what strings are attached; and (3) Committees are 
fine — ^in their place. 
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R3VIA sources of funds for marketing research were described by Dr. 
Joy. Leaving out the funds for utilization research, economists have a 
major interest in $700,000 of 9bl and 2 funds; $371,050 of 9b3 fxmds, 
$350,000 of 10b funds and $3,800,000 of Title H funds. We are all glad to 
have these eictra funds. Their proper utilization presents many challenges 
as has been pointed out 

We now have available in the Agricultural Experunent Stations a total 
of about 1.3 millions of dollars of relatively flexible funds as compared with 
slightly less than one milhon of 9b3, Title H and matching funds that 
might be classified as relatively mflexible in administrative procedures and 
use because of the unique problems associated with these fund sources. 

Both of these sets of figures need some qualification — ^the flexible cate- 
gory by pointing out that considerable 9bl and ^ and non-federal funds are 
tied up on regional or cooperative projects — ^and the inflexible by adding 
thereto some 10b funds alloted to cooperating federal agencies. 

Nevertheless, at the moment, close to one-half of the total funds avail- 
able for marketing research in Experiment Stations are relatively quite 
flexible. These funds constitute a very important segment of the total for 
good administration of marketiug research 

While it is important that we continue to attempt to devise means of 
improving the administration of the various relatively mflexible BMA 
funds, practically we must realize that such funds are going to continue to 
be hedged in by restrictions and delays of one type or another. Let us then 
also adapt our marketing research programs to the fimds available. This 
means, in general, (1) that we must look ahead at what the problems are 
likely to be three to six years hence and use inflexible funds for investigat- 
ing these types of problems; (^) we must keep our flexible funds available 
for the ^‘emergency” types of problems that arise; and (3) we should use a 
larger share of our mflexible BMA funds on “basic** research that will 
yield information that will be helpful for a wide variety of commodities, 
problems and circumstances. 

Both Dr. DeLoacb and Dr Penn quite properly have given considerable 
attention to regional research. I am glad they have pomted out that some 
regional research was underway prior to the passage of the Research and 
Marketing Act and also that one of the principal contributions of the re- 
gional research procedure is to provide a means of bringing together 
technicians for a discussion of common problems. 

I beheve Dr. Penn should re-examine the regulations on 9bl and 2 pro- 
cedures. Titles and objectives, only, indicating the general nature of the 
work are required in advance by the Office of Experiment Stations at the 
request of the House committees on appropriations and agriculture. 
Similarly, the total 9bl and 2 program, under present regulations, may be 
changed as much as 10 percent during the fiscal year for which funds are 
available. Projects imder 9bl and 2 funds that are not associated with 
regional or 10b cooperation rank next to regular federal grant funds and 
they in turn to state, receipts or gift and grant funds in administrative 
flexibility. 

Barton De Loach emphasized lost motion in the west, but mentioned 
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that improvement is underway. May I agree on the lost motion, but em- 
phasize the improvement? This has been stimulated by the Western 
Agricultural Economics Research Coimcil both by discussion and by 
recommendations to the committees and to the regional directors. 

It seems to me that this council, a sort of committee on committees for 
the western directors meets the qualifications of the proposal by Penn to 
finance such an endeavor out of 9b3 funds. The meetmgs are open and they 
are held either in conjunction with the Western Farm Economics Associa- 
tion or with technical committees. 

Don’t sell Title n short. Potentially it is a much larger source of market- 
ing research funds than ObS. At the moment procedures are not clear, it is 
difficult to determine what qualifies for support, matching funds are a 
problem, and “everybody in Washington, D.C. has to read and pass on 
every project proposed,” but again improvement is m sight. 

And, once more, do not neglect flexible funds They are your ace in the 
hole. 

The RMA by legislative direction and by administrative design has 
created and stimulated a rash of committees. Technical committees, 
councils, 22 industry advisory committees, policy comnuttee, committee 
of 9 (8 old men and a nurse), ESMRAC. It’s with committees as the 
entomologists say of bugs' 

Big bugs have little bugs upon their backs to bite ’em 
Little bugs have lesser bugs, and so on ad infimtum. 

For the present let’s classify them under only two headings — ^industry 
and professional. 

First the industry committees. It’s helpful to have them all meet at once. 
Spokesmen then work off a lot of them steam on each other. 

By inviting industry groups to participate in research planning, and 
particularly if they get interested enough to put up some funds themselves, 
they become more interested in research. The big job in working with m- 
dustry committees is to get their minds off their day-to-day problems and 
centered on a consideration of what will be useful five years hence. The 
wise research administrator will keep a little flexible fxmd sugar handy 
with which to be cooperative and handle some of the quickies. He will 
then encourage them to think long and hard about what are the basic, 
fundamental long-range problems. 

Committees of professional workers have a real function in exchange of 
information; as a crucible for testing some untried or green ideas; as a 
means of bringing several specialized subject matter skills to bear on 
project planning; and as a means of raising the “norm” of research. Their 
big contribution is to be made in project planning— particularly what to 
undertake and how to start. From there on out our most valuable results 
will come from individual initiative and creative ability. 



MAKING MARKETING RESEARCH USEFUL 
F. L. Thomsen 

Troduckon and Marheiiing Administration 

I T WOULD be diflScult to find a broader topic for discussion 
than the one assigned me for this round-table session. To make 
marketing research useful, it is necessary to (1) select significant 
marketing problems, (2) find solutions for them by applying ade- 
quate research methods, and (3) carry through with effective serv- 
ice and extension activities to insure practical application of the 
results. These three categories comprise just about everything in 
the administration and execution of marketing research, extension, 
and service programs. It is necessary, therefore, to limit my remarks 
to a few broad phases. 

Right now about 50 percent of the consumer’s dollar goes for 
production; 50 percent for marketing. If differences in efficiency of 
organization and management among individual marketing agen- 
cies are comparable with those among farmers, and if opportunities 
for technological improvement are as great, as I beheve they are, 
we have no reason to anticipate a lower potential of improvement in 
marketing than in production. On the contrary, marketmg offers 
the additional opportunity of improvement through changes in 
the system of marketing, as opposed to the efficiency of individual 
units, which is present in comparatively limited degree in agricul- 
tural production. 

Some people say that the possibilities of improvement in market- 
ing through research by public agencies are comparatively limited 
because the farmer has very little control over his products, once 
they leave the local shipping point. To me, this merely indicates 
the narrowness with which the scope of marketing research, service, 
and extension activities is viewed by many. The statement is valid 
only if we limit our research and other professional activities in 
marketing to those phases with which the farmer himself must deal. 
Actually, in order to encompass within our program the vast bulk 
of important marketmg problems, we must be concerned with the 
marketing problems of marketmg agencies far removed from the 
farmer. Our task in securing marketing improvement is largely that 
of effecting appropriate action by marketing agencies, not farmers. 
I believe that is possible, if we do effective research, extension, and 
service work directed at the operating problems of those agencies. 
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Some time ago, I addressed a few rather critical remarks in the 
JoTTRNAL of this Association toward what seemed to be rather obvi- 
ous weaknesses in our agricultural marketing research. Along with 
some very nice bouquets, I received a few brickbats from colleagues 
whose sensitive skins apparently were allergic to frank criticism. 
To me, this is discouraging. Criticism, dissatisfaction with the status 
quo, a constant seeking for improvement, is the essence of science 
and of research. Are we to apply this searching analysis only to the 
marketing system, and not to our own policies and methods as 
researchers? Other sciences are constantly on the alert to improve 
methodology and results. Marketing researchers, if marketing re- 
search is to become really useful, must likewise be willing to put 
themselves under the microscope for periodic self appraisal and con- 
structive criticism. 

This is all the more important now that Congress has launched 
us upon a much more extensive and intensive program of marketing 
research, through the Research and Marketing Act of 1946. In my 
opinion, if this financial support is to be continued and expanded 
we must take the steps necessary to make our marketing research 
really useful, or the funds will be reduced or diverted to other sub- 
ject matter fields where useful results are obtainable. 

We have built up a considerable knowledge of what the market- 
ing system is and how it operates. This knowledge, arising from a 
multitude of descriptive research projects dealing mostly with the 
comparatively unimportant aspects of marketing with which the 
farmer comes directly in contact, has prepared us to teach elemen- 
tary courses in marketing and to counsel against wild-eyed market- 
ing schemes that reflect a complete misunderstanding of actual 
market conditions. But it has not constituted a basis for important 
constructive improvements in marketing. We have built a founda- 
tion without continuing on to erect the house upon it. Yet we have 
been at this business for three decades or more, and can no longer 
cite the infancy of our science as an excuse. 

I find, in discussing this subject with colleagues, a distinct tend- 
ency to confuse the “pure research” of the physical sciences with the 
sort of descriptive research we have been doing in marketing. It is 
pointed out that many of the most useful physical discoveries have 
resulted accidentally from research undertaken with no thought of 
useful application, or from later applied research based on the foun- 
dation laid by pure research. The atom bomb is a favorite example 
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offered in support of this thesis. Without granting that these in- 
stances are the rule rather than the exception, and calling attention 
to the relatively large volume of applied physical research which is 
directed at specific problems, I would remind you of some funda- 
mental differences between the physical and economic sciences 
which relate directly to this problem. 

In the physical world, conditions and relationships remain gen- 
erally fixed. Once the properties of a ^ven chemical substance are 
discovered, the description generally remains good for all time- 
Hydrogen sulphide smelled bad in my college chemical laboratory 
in 1915, and it smells just as bad now* No pure science researcher 
correctly described the physical properties of a group of chemicals 
as of 1939, only to find the same research organization starting to 
do the same job all over again in 1948 because the description was 
out of date. Pure or descriptive research in marketing is different 
in too many vital respects from the pure research of the physical 
sciences to warrant the comparison commonly made. 

If I were to list a large number of practical, important marketing 
problems, the solution of which might contribute substantially to 
an increase in marketing efficiency or reduction of marketing costs, 
I am sure we would find that to many or most of them researchers 
have given little or no attention. This reflects a good many factors, 
including the preference for descriptive research projects, the fre- 
quent lack of adequate training which marketing researchers need 
to deal effectively with the more complicated marketing problems, 
and the tendency to select projects which are safe, noncontrover- 
sial, and give promise of assured “success.” If a researcher sets up 
a project to study “Some Economic Aspects of the Marketing of 
Nebraska String Beans,” unless he is an awful dope he is sure of 
producing a bulletin containing some interesting if useless “eco- 
nomic aspects.” But if he undertakes, even in cooperation with other 
researchers, to investigate the possibilities of reducing fruit and 
vegetable marketing costs by integration of buying and bypassing 
several layers of produce dealers, he runs into some really difficult 
problems of economic theory and research methodology, not to 
mention public relations. He may or may not wind up with a nice 
bulletin which can be added to the list he prepared for his next job 
application! 

Yet, if we would get somewhere in marketing research, we must 
courageously attack difficult and dangerous problems. Administra- 
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tive oflaeials must be gradually conditioued to giving support to 
such efforts. Researchers must prepare themselves to deal with 
problems requiring a higher order of training and ability than the 
simple descriptive studies of the past. And we must seek the coop- 
eration of Congress, advisory committees, marketing agencies and 
the public generally in support for this kind of marketing research. 
All of this will not come in a day. It will require patience, perser- 
verance, aggressiveness, and competence, over a long period of 
years. But of one thing I am sure: we will never make real progress 
on a useful program of marketing research until we set our own 
sights high enough to encompass the marketing problems which 
offer potential opportunities for accomplishing something worth 
while. 

I wish that the time allotted to me permitted a review of types 
of subject-matter problems in agricultural marketing, and the 
specific changes of direction in project selection, which would, I 
believe, put us on the road to realization of the great potential 
usefulness of marketing research. 

The second prerequisite for useful marketing research, adequate 
research methods, is a subject, and a big one, aU by itself. All I 
wish to point out here is that on this score, too, we agricultural 
marketing researchers are not nearly realizing our potentials. Our 
standards of professional training and competence in marketing 
research are, in my opinion, far below those found in the physical 
sciences. In commercial marketing research, which has been making 
great strides of late, professional standards seem to have been rising 
much faster than in agricultural marketing research. 

The suddenly expanded marketing research program created the 
very real problem of obtaining professionally qualified personnel. 
This situation might be expected to become rectified in due course, 
were it not for the difficulty of weeding out the untrained workers, 
and the more important fact that our educational institutions are 
still turning out very inadequate numbers of men well trained in 
marketing and research methods. Among the scores of recent 
graduates, having various degrees from B.S. to Ph.D., whom I have 
interviewed in the past few years, few gave evidence of real famil- 
iarity with the more important tools of research. Many even dis- 
played little or no familiarity with elementary concepts such as the 
elasticity of demand or the frequency distribution. Few of them had 
more than vague notions about sampling problems in marketing 
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research and how to deal with them. The term, “controlled experi- 
ment,” seemed as foreign to them as the names of the Greek cabi- 
net. How can we expect anything in the way of sound research from 
these half-trained people, who have been hurried through a few 
semester hours of economic principles, elementary marketing and 
statistics, the while they were “broadening” the smatter of their 
knowledge with courses in land tenure, labor problems, and the 
like? 

Effective marketing research, dealing with difficult and intricate 
marketing problems, is no simple task to be handled by those with 
a smattering of training in marketing, economics, statistics, and 
research methods. To make marketing research useful, we must 
make marketing researchers competent. That calls for constant 
raising of standards, both in research institutions and training 
centers. Recently I was invited to appear as guest lecturer at a 
special session for marketing researchers. One of the first things my 
friend, the regular instructor, said was, “Now, don’t make it too 
technical. Remember, these boys are from various agricultural 
colleges, and anything not pretty elementary will go right over 
their heads.” That remark epitomized everything I have been try- 
ing to say here about training for effective marketing research; 
as did another recent remark by a man who was responsible for 
employing some marketing researchers for responsible positions: 
“The main thing is to see that they have a good farm background 
and a good personality. They’ll pick up the research part as they 
go along!” 

But the selection of appropriate projects and the competent 
application of research methods will not insure the usefulness of 
marketing research. In many cases, the value of the research will 
not be realized unless it is persuaded into use by appropriate in- 
formational; extension, and service activities. 

On the surface, that may seem to be a very trite statement. The 
general idea has been stressed some thousands of times by exten- 
sion workers, editors, and others. But I wonder if we have ever 
stopped to think about what it means in connection with “extend- 
ing” the kind of useful marketing research I have been talking 
about? 

Our whole information and extension program, and many of our 
marketing service programs, have been set up with farmers as the 
extendees. Yet, as I have tried to stress, improvements in market- 
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ing generally cannot be put into effect by fanners^ but rather 
depend upon action by marketers. It would be almost as logical to 
carry the story of improved farm production methods to railroad 
workers as to attempt to effect most potential marketing improve- 
ments by educating farmers alone. If we are to make marketing 
research fully useful, some ways of extending it to marketing 
agencies and consumers, as well as to farmers, must be found. 

By this I do not mean to imply that we should set up a whole 
new extension service to deal with people engaged in marketing in 
the same way that the present service deals with people engaged in 
farm production. I do maintain that the psychology, backgrounds, 
habits, and economic situations of marketers differ materially from 
those of farmers, and that we will not get far in extending the 
results of most marketing research by using personnel trained only 
in fanning and agricultural extension methods, or by applying some 
of the extension devices whidh have been successful with farmers. 
We need an approach new in many respects, adapted to the job of 
training marketing agency personnel. Even if time permitted I 
could not suggest many features of such a modern marketing exten- 
sion and service program. It is a really new subject, considered from 
this standpoint, and all that can be done here is to highlight the 
need, for the consideration of all of us who are interested in making 
marketing research more useful. 

I hope this broad and generalized, and perhaps too pessimistic 
discussion of the subject is not a disappointment to those who came 
here expecting to be regaled with some specific examples of useful 
marketing research, I understand that some others on the round 
table will make good that deficiency in my remarks. Even though 
generalities are nearly as unpopular as criticism, I felt that I could 
make the best contribution to our round-table discussion today by 
iterating and reiterating what I believe to be some of the most 
important considerations governing the future usefulness of our 
expanding marketing research program. 



EXTENSION’S ROLE IN GETTING RESULTS OP 
MARKETING RESEARCH TRANSLATED 
INTO ACTION 

J. Z. Rowe 

New Mexico College of Agricvlture and Mechanic Arte 

H istorically, the Extension Service has always recog- 
nized its responsibility to farm people in the field of mar- 
keting education. This responsibility was pointed out in past basic 
legislation creating Extension work in agriculture and home eco- 
nomics. However, the passage of the Research and Marketing Act 
sharply focused this responsibility. The passage of this Act, it 
seenas to me, should call for a revaluation and appraisal of Exten- 
sion’s activities in bringing the results of marketing research to 
bear upon our farm problems. In the past. Extension’s efforts have 
largely centered upon marketing education at the farm and home 
and possibly with farm marketing organizations, especially coop- 
eratives, at the local level. If the Extension Service is to shoulder 
the larger responsibility as outlined in the Research and Marketing 
Act, it will be necessary to enlarge both the areas in which we work 
and the clientele with whom we work. In our marketing educational 
work, we must not only make contributions toward the application 
of research at the farm and home, but we must go further and 
develop techniques and methods so that marketing research will be 
of benefit in areas beyond the local situation. 

Research into the multitude of problems affecting marketing and 
consumer education was also given impetus by the passage of the 
Research and Marketing Act. How quickly the Extension Service 
can expand its marketing educational work will be determined in 
a large measure by how quiddy the results of research become 
available and how rapidly Extension can expand its efforts in 
disseminating the research findings available. 

Although we do not have the vast background of marketing 
research that is needed for many problems, there are sufficient data 
and experience through which to attack a few specific marketing 
problems. It is true that most of this data must find its application 
at the local level. However, this is not unfortunate in all respects. 
In order to implement an expanding program in marketing educa- 
tion, more personnel will in all probability be necessary. This per- 
sonnel will probably come from new and young workers. They may 
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have had varying amounts of academic training in marketing, but 
they may have had little experience. Thus, as new workers gain 
confidence and experience in working with marketing problems at 
the local level, the worker can move on with experience and 
accomplishment behind him when more research in the larger areas 
becomes available. The application of marketing research, it seems 
to me, has special problems. Consequently, in order to maximize 
the usefulness of marketing research, it should be made available as 
soon as possible. 

In order to picture more concretely how one Extension Service 
has approached the problem of taking the results of marketing 
research to the field, perhaps it would be well to outline the pro- 
cedure taken in New Mexico. We based our program upon the needs 
of the people. It was felt that in this work, some indication from 
the rural people of New Mexico would be worthwhile in crystallizing 
our thinking on a problem approach to marketing. Our county 
agents were asked to determine as nearly as possible from planning 
groups and others what problems were of most concern to the rural 
people in their county. From these suggestions, some twenty major 
problems were determined. 

These suggestions formed the basis for planning our marketing 
program as well as the entire Extension program. They were 
exaimned to determine, first, if we had enough research background 
in order to develop effectively an educational program and, sec- 
ondly, if our resources, especially with respect to personnel, were 
adequate to apply effectively research findings to the problems 
submitted. As a result of the appraisal using these as criteria, some 
problems had to be deferred as needing more exploration while still 
others presented opportunities upon which we felt we could develop 
an objective marketing educational program. 

After culling and selecting, project statements were written for 
eight projects. At the present time, we are actively carrying on 
work with only five projects, in drawing up these projects, experi- 
ment station personnel and, where appropriate and available, other 
groups and organizations were called upon to participate actively 
in planning. I might add, these same groups still are an important 
part of our marketing program. We call upon them from time to 
time in discussing the progress of the work and ask for their sugges- 
tions and recommendations. 

In determining just which projects would receive attention first. 



Extension’s Role in Maeketing Research 1183 


R priority was given to each project. Priorities were determined by 
how frequently reports from the counties indicated need and by our 
opinion as to our ability to do the work. 

We believe that the marketing program is just a part of the over- 
all Extension program. Such being the case, wherever possible, all 
members of the Extension staff make their contribution to the pro- 
gram. Subject matter specialists of the particular commodity under 
consideration are technical supervisors. The Extension Economist 
is charged with general supervision of the projects. The work done 
on marketing, whether it is our regular marketing program or work 
in connection with RMA projects, is centered around the county 
agent’s oflSce. We believe that he is the important cog in contribut- 
ing toward effective marketing education and, that he is vital in 
expanding Extension opportunities in the marketing field. This 
means that we must develop programs which will give marketing 
training to agents and supply them with information which will 
assist them in the solution of local problems. 

The marketing work we are doing for the most part has been 
localized but we feel that this work must be expanded to larger 
areas for maximum accomplishment. Those regions which are the 
most important from the standpoint of volume of production of the 
commodity concerned and where the problem is most pressing are 
receiving major attention at the present time. Our workers in 
marketing did not rush into the program, but they spent time in 
talking with producers, handlers and consumers. We felt that by 
getting well acquainted with the area, the people and its marketing 
institutions, we could be upon firmer footing. Because farmers and 
the trade have been contacted previously on the particular market- 
ing problem involved, the acceptance of the Extension Service as 
an educational force in the marketing field was spontaneous for 
the most part. It seemed that both producers and the trade at the 
local level welcomed the opportunity for help, 

In applying the results of marketing research, we are using the 
well established Extension methods. We have found these especial- 
ly adapted in working with producers. We are stressing marketing 
educational work with our 4r-H groups. It is our desire to develop 
within our farm youngsters an awareness of the marketing problems 
involved in agriculture and present to them at an early age such 
findings as are available. In order to work more effectively with 
trade groups, m some cases we have found it necessary to be more 



1184 


J. Z. Rowe 


specific in demonstrating Extension Service techniques of educa- 
tion. We have found it effective to work through not only producer 
organizations, but also civic organizations such as chambers of 
commerce, service clubs and the like which have a high percentage 
of businessmen. The continuation of their confidence in our ability 
to work in the field of marketing education will depend upon how 
effectively we do our job. We must take the research findings and 
apply them in an educational way so that they may find practical 
application in everyday buying and selling. 

The inevitable question might now be asked just what progress 
our educational marketing program is making. In view of the fact 
that all educational processes involve time, we are reassured with 
the progress we have made. I shall comment only on those projects 
upon which we are doing intensive marketing work. 

The project dealing with the certification and identification of 
our long staple cotton has received outstanding backing by trade 
sources and farmers. In 1948, of the approximately 880,000 bales 
of this long staple cotton produced in the area under this project, 
almost 90,000 bales of 1517 cotton were tagged. Only 25,000 bales 
were tagged in 1947. Although the 1948 figure represents a sub- 
stantial increase, it is still insufficient to be of any great commercial 
value. During this time we naturally found some factors which we 
believe contributed to a lack of fuller participation on the part of 
growers in the identification program. We have changed our pro- 
cedure in order to eHminate these. Reaction to this certification and 
identification program has been especially good from spinners. 

In working with producers and milk handlers toward the quality 
improvement of milk and cream, we also have received good coop- 
eration. Although statistics are not available at this time showing 
the improvement of the quality of these dairy products before and 
since the marketing project was began, managers of all three of the 
major milk plants in the area have indicated that the quality is 
higher than in previous years. Local sanitarians and inspectors as 
well as the state dairy commissioner have indicated that the 
project is showing unusual results in bringing about a higher quality 
product. The number of cans of cream rejected is down, sediment 
tests me improved and bacteria counts are lower. Grade A milk 
quality has been improved but reports seem to indicate that the 
greatest improvement in quality has been made in Grade C milk. 
We feel encouraged at this statement from the dairying industry 
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since last year we shifted our emphasis toward working more with 
Grade C producers than Grade A. 

Due to the relatively unfavorable reputation of eggs from New 
Mexico, we are carrying on a project dealing with marketing 
quality eggs and consumer education. We believe that at least a 
part of egg quality consciousness on the part of producers and 
handlers is a result of this work. Assistance has been ^ven to plant 
managers in the handling and candling of their eggs and in their 
storage problems. Perhaps of greatest significance is our work with 
buyers in an educational program directed toward the use of grades 
as a basis for purchase. Just recently one city in the eastern part 
of the state has begun a program to buy on grade. Grocery stores 
who purchase eggs from farmers are also buying on grade. In carry- 
ing on educational work with the consumers, we have been sur- 
prised at the large number of inquiries for information and requests 
for demonstrations on the various grades of eggs and their uses. 

Our project on wool has met with enthusiasm on the part of 
producers but has not received the same response from the wool 
buyers. Upon initiation of our wool program, an attempt was made 
to skirt the wool. Working with the New Mexico Experiment 
Station in the spring of 1948 under the existing market conditions, 
fleece skirting did not seem advisable. Therefore, fleece grading at 
the ranch was emphasized. Grading of the wool at the shearing 
shed, we feel, has proven to be less time consuming and easier than 
at some point after the wool is sacked. Over 300,000 pounds of wool 
has been handled on a demonstrational basis since this program 
started. Since the grading of fleeces at the ranch is a new concept 
for New Mexico ranchers, we are devoting increased attention 
toward training county agents in this procedure. 

A new project deals with the rating of rams. This is another new 
concept whereby ranchers may buy good sires sight unseen. We 
hope by the system of ram certification that a pool of desirable 
individuals might be obtainable in the state which will increase the 
return of clean wool per fleece. Already 155 rams have been certi- 
fied as to clean wool production, type of body, staple and length 
of wool, degree of body wrinkles, and amount of face covering. 
Standards have been set up for all of these factors and grading and 
certification has been done accordingly. Interest in this program 
has already been manifested by buyers who need rams for use in 
their herds. 
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The newest project which we are just initiating is in the field of 
consumer education. We will direct practically all of our efforts 
toward worldng with urban groups. Best buys, selection and care of 
fresh produce, nutritional benefits of various foods and information 
on the food situation will receive major emphasis in this market- 
ing work. 

These are just a few highlights of our marketing projects and 
some indication of the progress we are making and the approaches 
we are taking. We feel that we are making progress but recognize 
that we are a long way from our complete objectives. 

In conclusion, I would like to point out a few things, which in 
my opinion, will be necessary if both research and education in 
marketing are to show maximum accomplishment. First, I think 
it is extremely important that research and Extension personnel 
should work together as never before. Research and Extension 
should maintain a continuous two-way exchange of ideas. This 
would mean that Extension could keep research informed of chang- 
ing conditions and new problems and research could furnish new 
findings for Extension to use in the field. 

Research is needed by Extension at the local level. Also, in order 
to expand our marketing program to new areas and new clientele, 
we need research on national and regional problems. This would 
require an over-all approach to marketing without regard to politi- 
cal boundaries. 

Extension, too, must find ways to attack regional marketing 
problems as research becomes available. State Extension Services 
must find means to bridge the gap that has for the most part re- 
stricted their activities to problems within their own state. 

Extension must get new workers trained in marketing and en- 
large the experience and training of present staffs. County agents, 
as mentioned previously, must be a part of this program and in 
many cases they must be trained. 

Extension must expand its activities in working with the trade 
and consumer in this marketing work. 

To broaden our marketing program presents a challenge and a 
responsibility. Without research. Extension marketing work will be 
ineffective; without Extension carrying the results of research to 
the field, much of the timeliness will be lost and effective applica- 
tion will be miiumized. 
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MARKETING RESEARCH TRANSLATED 
INTO ACTION 

Kenneth Hood 
Fenv^hania State College 

I N THE last few years we have been making considerable prog- 
ress, largely as a result of increased funds made available by 
the Research and Marketing Act. The results of many new research 
studies are becoming available. Extension has increased its market- 
ing force and is now engaged in translating these and other research 
jSndings into action. But we often feel impelled to repeat the last 
words of Cecil Rhodes, the great British-South African statesman, 
much to do; so little done.” 

The question before us is — How can Extension do a more effec- 
tive job of getting research information used? 

A close working relationship between Extension and research 
personnel is highly important. Extension men with their contacts 
in the field often are able to advise concerning research work that 
needs to be done. The research men can keep Extension informed 
about the progress of studies that are under way. 

In many institutions, an Extension man serves on the advisory 
committee of each research project. It is also a common practice to 
hold periodic meetings of the two groups to exchange information 
on research findings and Extension teachings. County agents are 
brought into these joint conferences occasionally to present the 
viewpoint of those who are more closely associated with farmers. 

Research personnel should be used when feasible in some Exten- 
sion work. In this way they can learn what farmers and others 
engaged in marketing are thinking and what their needs appear to 
be. These contacts should help keep research on a more practical 
basis. Undoubtedly, there are many research studies that have 
been undertaken with little thought given to what use would be 
made of the results. 

Marketing Specialists Need More Training 

Many of our marketing Extension specialists are inadequately 
trained to do what is expected of them. Usually they have a work- 
ing knowledge of statistics, accounting, agricultural prices and 
economics, but this is not enough. They need to know in addition 
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a great deal about the commodity TOth which they are working. 
There no doubt are some who would disagree with this statement, 
but there are many marketing economists who list this as one of 
their most serious weaknesses. One extension economist in the East 
who was turned into an egg marketing specialist was heard to 
remark *T was an Extension economist, but I an now a specialist 
in egg marketing and I don't know a thing about eggs nor how they 
are handled.” His solution was a short leave of absence during 
which he worked with the egg trade. 

Moreover, it is my observation that the best marketing work is 
done by those who specialize along commodity lines. The problems 
of milk marketing are vastly different from those encountered in 
the marketing of grain or wool. It is physically impossible for most 
men to be well informed about the peculiar marketing problems of 
many different agricultural commodities. 

Marketing specialists sometimes fail because they try to do the 
job alone. Why not make marketing a project in which all extension 
personnel can play a part? Is it not true that marketing begins with 
production and ends with consumption? 

The dairy specialist, the agronomist, and the farm management 
man as well as the milk marketing specialist are involved in the 
problem of how to get more fall milk in order to meet consumer 
needs during the months of low milk production. This is more than 
a job for the marketing specialist. Certainly feeding, breeding, 
management, pasture treatment and cost analysis have parts to 
play in this effort to smooth out the seasonal maladjustments in 
milk production to meet the needs of the market. 

The marketing of potatoes begins with the production of the best 
varieties for the market and extends through proper care in digging 
to good grading and packaging and on through to distribution and 
food preparation. Here the plant breeder, the agricultural engineer, 
the marketing specialist, the nutritionist and many others are 
needed to produce and sell a good marketable grade of potatoes at 
a profit. 

We Must Work with Individuals and Organizations 

Sometime Extension f^ to translate research results into 
action because too much time is spent in preparing reports, writing 
news articles and giving speeches and too little time is spent in 
working with those who have a marketing job to do. Extension 
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men must have contacts with fanners, consumers, cooperatives, 
wholesalers, jobbers, chain stores and others in the trade and v>orh 
with them. We don’t operate in a vacuum. Our information is only 
helpful in so far as we can get individuals to use it. 

At the Regional Extension Marketing Workshop which was held 
at Pennsylvania State College in the spring of 1948, the marketing 
people in the Land Grant colleges were criticized — ^both research 
and Extension — for spending too much time at the farm level and 
too little in dealing with a solution of those marketing problems 
which arise in processing and distribution. 

In an address entitled “Broadening the Field of Extension in 
Marketing Work,” Edwin W. Stillwell, Vice President of the Farm 
Market Relations, Inc., said at this workshop: 

“For many years experiment stations and the Extension Service concerned 
themselves only with problems relating to production. The development 
of Outlook reports expanded the horizon somewhat. Here and there real 
progress has been made in dealing with specific and real marketing prob- 
lems. By and large, however, these organizations and the Department of 
Agriculture itself have worked with a “Chinese wall” which was erected at 
the wholesale level. Little consideration has been given to the problems oc- 
casioned by the movement of agricultural products to and through the 
retail store and into the paper bag^the last stage in the sale of the product 
to the ultimate consumer. ... If the Extension Service really is to broaden 
its field in marketing, it is going to have to pierce or knock down this 
“Chinese wall.” It is going to have to extend its teaching into the problems 
faced by the retailer and to consider the wishes and foibles and changing 
habits of the consumer. This is true because the consumer making his or 
her selection from among nearly ^,000 items in a modem grocery store is 
the one who determmes finally whether the production of a commodity will 
be profitable or otherwise.” 

If we are to meet this challenge, we must move on into these 
comparatively unworked fiields. 

The marketing of farm products does not stop at the farm nor 
does it stop at state lines. Many times, the state marketing special- 
ists have been handicapped in their efforts to follow commodities 
through to markets because these products move out of the state. 
Travel funds for out-of-state work usually have been drastically 
limited. The Research and Marketing Act with its provisions for 
regional work should prove of inestimable value to those who have 
an interest in working with people who are engaged in transporta- 
tion, processing and distribution. 

In late years, we have been entering vigorously into the con- 
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sHDaer education field. To be most useful bere, we should not limit 
our activities to infonnation on supplies, prices and consumer use. 
We need also to stress the costs of various marketing services and 
help consumers to decide how much service they want to pay for. 
It might also help consumers if they knew why they have to pay *1 
cents for a quart of milk and 71 cents for a pound of butter. 

Many times our Extension people limit their usefulness by 
assuming that the entire marketing field is theirs. Whether we hke 
it or not, we must be ever mindful of the fact that there are many 
other agencies and groups carrying on educational work in market- 
ing besides Extension. A good Extension marketing program is one 
that tries to secure the cooperation of these other people in carry- 
ing out a broad action marketing program that will be beneficial to 
all. 

Another question that keeps being asked in our discussions 
relative to the proper use of research information is: How can we 
get the results before the information is too old to use? Research 
is a slow process and sometimes a long period of time elapses before 
the information is ready for publication. Would it be possible to 
make more use of preliminary results? Can Extension surveys 
supplement the more comprehensive studies of the research men? 

So far in this paper we have been discussing the ways in which 
Extension can secure better results in the marketing field. In deal- 
ing with the problem at the farm le\"el, there no doubt is a place for 
agricultural outlook and farm management infonnation. With 
farmers, it’s more than how to sell; it’s also when to sell and what 
to sell. A knowledge of price trends, costs, seasonal influences, 
market preferences, consumer demand and governmental policy 
are all necessary if the farmer is to make wise marketing decisions. 
For many years, the Extension people at Penn State College have 
been combining marketing, agricultural outlook and farm manage- 
ment in one discussion. When this type of meeting is built around a 
commodity, it is very effective. 

We Mttst Improve Our Methods of Extension Teaching 

It is difficult for us to admit that our work in marketing is not 
reaching as many people as we had hoped. Can it be that we lack 
luster and appeal in our techniques? 

Let’s see how others attract the crowds and obtain a following. 



Extension’s Role in Mabketing Reseakch 1191 


Pri2«s, contests, acrobatics, dramatic skits, sound movies, glamour 
and human interest are all used to get people to come out to meet- 
ings and to hold their attention while they are there. Billboards, 
multi-colored posters, radio commercials, cartoons, attention-get- 
ting exhibits and advertisements well illustrated by highly paid 
skilled artists command the attention of the average American at 
every hour of his daily and nightly rounds. 

Can we compete with these attractions and still teU our story in 
such a way that people will come to our meetings and read our 
marketing information? It is possible, but we must change our 
techniques to fit the times. We must use all media that are avail- 
able for Extension teaching. Among these are slides, posters, 
exhibits, dramatic skits, sound movies, radio, television, news arti- 
cles, envelope stuffers, well-illustrated talks, round table discus- 
sions, marketing tours and industry-wide conferences. 

We’ll have to improve our writing. Too much of our material is 
stilted and difficult to read. We write for the high school or college 
graduate and most of our reading public has never seen the inside of 
a high school class room. 

We must make it easy for people to become better informed 
about their marketing problems. If we fail in this, many of the 
people who most need our help will never be reached and much 
valuable new research information will not be used to the best 
advantage. 

Everybody from the farmer to the consumer gets very much 
interested in improving marketing methods and cutting distribu- 
tion costs when prices start to sag and marketing costs remain high. 
We are indeed fortunate that we can go into this period of declining 
farm incomes and reduced business activity with a wealth of new 
market information. The question now is: How can we get enough 
men to do the big job that lies ahead? Frankly, there are not enough 
trained marketing people in the country to perform this task. We 
must train county agents, cooperative field men and directors, 
service men of private organizations, Vocational Agricultural 
teachers and local leaders to take a hand. Not all of these people 
can be used for all phases of marketing work as some of the prob- 
lems are exceedingly complex and ever-chan^g, but we’II get no- 
where by shrugging our shoulders and saying we cannot use them. 
1116 job is too big for the trained Extension specialists to do alone. 
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I N MARCH, 1949, the New York State Temporary Commission 
on Agriculture released a report, ‘*An Analysis of the Spread 
between Parm and Consumer Milk Prices in New York City under 
Present Practices,” In this paper, which is based on the report, 
we propose to discuss the methods and special techniques which 
were employed in the study rather than the results. 

Before proceeding further, however, it will be well to describe 
briefly the New York milk market and state the objectives of the 
study, since these considerations were responsible for the methods 
of study finally adopted. 

Milk for distribution in the Metropolitan Area was received 
through 4SS approved country receiving stations of which 343 were 
located in New York State. Eighty-one different companies or 
groups of associated and subsidiary companies shared the owner- 
ship of these 343 country plants. There were fully integrated 
companies, i.e. with country plants, city pasteurizers, and routes. 
In 1947, 72 percent of the country plants included in the New York 
pool limited their operation to receiving, weighing, testing, cooling 
and trans-shipping milk. 

Pasteurizings Processing and Bottling in New York City 

Except for a very small quantity of special milk, all milk and 
much of the cream distributed in New York City is pasteurized 
and packaged in approved plants in the markeliag area, 

There is little difference in the functions performed in these vari- 
ous clasps of plants. The following classification is useful princi- 
pally for purposes of describing the nature of the companies engaged 
in the business. 

(a) Plants operated by integrated companies which do little or no 
processing for others, A large portion of the milk business is included 
in this classification. Most of the large companies in the group are 
self-eontmned. Included in this group are a number of smaller 
companies with wholesale outlets only. IVequently, they are some- 
what specialized in their sales. 
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(b) Planis operated by integrated companies which do a substantial 
business in processing and bottling for other dealers. In general, 
companies in this class are (1) fairly large ; (2) have a country supply 
of milk in excess of their own requirements; (S) offer a wide range 
of products and services; (4) have a wholesale business of their 
own but no retail routes. 

(c) Plants operated by companies with dty routes but without a 
country supply of their own. Companies operating plants of this 
type are generally smaller than average. Their supply of milk 
is furnished by other dealers or purchased from independent 
proprietary companies operating country plants or from coopera- 
tives, Frequently, arrangements for the milk supply are negotiated 
through milk brokers. 

Distribution of Milh and Cream in New York City 

New York City’s milk and cream is distributed to homes through 
2174 retail routes and to stores, hotels, restaurants, and other whole- 
sale outlets through 1626 wholesale routes. Most of the retail routes 
have A and B sections as a result of the introduction of every-other- 
day delivery in 1942, 

In order to service areas distant from the plant and to avoid 
congestion in loading at the plant, depots are used in certain in- 
stances. With the advent of motor truck delivery there has been 
considerable decrease in the practice of using depots. Nevertheless, 
39 percent of the retail routes of multiroute companies and 93 
percent of the retail peddler routes originated at depots* Only 11 
percent of the wholesale routes originated at depots. Depots are 
of three general types. 

(a) Depots of integrated companies sermeed by the companies* 
own processing plants. Packaged milk is loaded into vans and hauled 
to the depot, which consists of an ice box, office, and garage. The 
milk is loaded on to route trucks directly from the vans. It is dis- 
tributed and accounted for in a manner similar to that employed 
when routes originate at the plant. 

Each point of distribution, whether at a depot or plant, may 
have some depot functions. For example, a company with several 
processing plants may elect to produce a certain item at one plant 
only. This product then would be distributed through all branches, 
including those at other plants. Similarly, companies distributing 
from their own plant only and without outlying depots, may dis- 
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tribute items not produced in its otoi plant but purchased and 
delivered to it by another dealer, 

(b) Depots operated by companies vnthoid processing facUUies 
of their otm. Most common is the depot operated by a small whole- 
sale company which distributes a finished package of products pur- 
chased from or processed by one or more other dealers. The route 
trucks are loaded with all or the major part of their loads at the 
loading platform of the supplying company. Minor items are loaded 
from the ice box at the company's own depot. 

(c) Depots operated by peddler supply companies. There were in 
1948> 349 retail peddler routes in operation in the five boroughs of 
New York City. Usually the peddler supply company buys a 
finished package of milk or products from a company with pasteur- 
izing and bottling facilities. This milk is van-loaded to the depot 
of the peddler supply company where it is reloaded directly from 
the vans onto the retail route trucks of the peddlers. The peddler 
supply company furnishes ice box and oflSce facilities, bottles, 
caps and cases, and takes care of route returns. It maintains its 
brand name, exercises certain control over quality, advertises the 
brand, and provides a general supervisory function for the peddlers 
essentially similar to that provided in depots of fully integrated 
companies. 

Of the milk which finally reached the consumer in homes in New 
York City, 28 percent was on home delivery and 72 percent was 
through stores in 1948. 

The average prices paid by consumers for milk varied from a low 
of 20.6 cents per quart of plain milk for non-advertised brands in 
stores to a high of 24,9 cents per quart for advertised brands of 
homogenized milk at home delivery. The principal variables are: 
(1) advertised brands and other brands; (2) plain milk and homo- 
genized vitamin D milk; (3) glass bottles and paper containers; 
(4) one-quart and two-quart containers; and (5) retail sales through 
home delivery and through stores. 

The difference between average home delivery prices of peddlers 
and of advertised brands was determined to be 1.8 cents for 
approved plain milk in glass quarts and 2,0 cents for homogenized 
Vitamin D milk in glass quarts. 

There was little variation in the resale price of advertised brands, 
but independent distributors were likely to give price concessions 
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to consumers or merchants who took a large number of imits per 
stop. 

At retail, two large companies had most of the business. This 
milk sold at a premium over unadvertised brands. The remainder 
of the retail business was split among four smaller fully integrated 
companies, S7 small retail distributors, and S49 peddlers. 

At wholesale, more uniform conditions prevailed, although the 
advertised brands of milk moved into stores at a premium price 
over unadvertised brands. In the wholesale business, four large 
companies had about 45 percent of the business. Twenty-^ight 
smaUer companies with their own pasteurizing and bottling facilities 
had about 45 percent of the business and 43 small companies with- 
out pasteurizers had 10 percent of the business. 

This study of the “spread"" in milk prices between the farmer- 
producer and the New York City consumer was undertaken to 
determine the costs borne and the profits earned by the various 
agencies engaged in getting milk from the farmer’s platform to 
the consumer. It also was the expectation that facts would be dis- 
covered which would make it possible to effect economies in this 
process. 

A brief review of the data just reported will suggest that ordinary 
statistical treatment will not serve. In the search for a method of 
study which would reveal the true facts with respect to costs and 
permit realistic and profitable comparisons, a determination was 
reached to make the analysis on a functional basis. 

There are clearly defined jobs (functions) that must be performed 
in getting milk from New York State farmers to New York City 
consumers. Each of these functions must be performed in a similar 
manner whether by a fully integrated company, which performs all 
the functions, or by an independent proprietorship or cooperative, 
which may perform only one. 

For each function a carefully selected sample was obtained so as 
to reflect: (1) size and location; (£) ownership; and (S) type of 
operation. 


Functions Included in the Study 

1. Country Hauling— the average cost of custom hauling was used. 

2. Pool Service — ^actual assessments by the Market Administrator and 
actual payments to cooperatives were used. 
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3* Country Beceiving and Shipping— detailed time and cost studies were 
made. 

4. Transi>ortation from coimtry plants to city pasteurizers — actual 
costs were determined from companies’ books. 

B, Pasteurizing, Processing and Bottling — detailed time and cost studies 
were made, 

6, Platform and Loading — detailed time and cost studies were made. 

7. Depots — detailed time and cost studies were made. 

5. Betail and Wholesale Distribution — detailed time and cost studies 
were made, 

9. Distribution through Stores — a detfdled study of stores was made to 
determine buying and selling prices for inilk, mark-up of comparable 
items, volume of milk handled, and kind and amount of services per- 
formed. 

Each of these functional cost studies was made m a manner to 
reveal: 

1. Dollar costs for the latest 12-month period available at the 
time of study for each company. 

2. Unit cost in hours of labor and quantities of materials, sup- 
plies, and services. 

3. Median costs and range in costs among those perfonning the 
functions. 

4. An explanation of differences in costs among those perfonning 
the functions. 

Costs were allocated within the function according to uniform 
procedure. This was done by a careful analysis of money costs as 
reported on the company’s books. Costs were determined and al- 
located to functions and to products on a basis of engineering studies 
of time» space, power, materials, and service utilization. For each 
function, costs were determined for each separate process. Product 
costs were determined for each identifiable product. 

A preliminary field review of both the books of account and the 
methods of operations in country plants indicated that these costs 
could be expected to vary according to the following factors: 

1. The volume of milk being handled in each plant. 

2. The number of cans of milk per producer. 

3. The age of the plant and its equipment. 

4. Adnunistraiive overhead. 

A stratified sample was selected on the basis of these factors 
which were expected to influence costs. The operations were time 
studied and the labor and expenses for a twelve-month period were 
summarized. The results of these calculations showed coimtry plant 
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costs ranging from a low of .350 cents per quart to a high of .580 cents 
per quart. This beginning difference in spread required for country 
plants is equal to the profits claimed by milk companies in their 
public statements. 

City processing plants are highly mechanized in their pasteurizing 
and bottling procedures. Health department regulations establish 
a high standard for the cleanliness required for all operations. Total 
city plant labor and expenses, however, were found to vary by as 
much as one and a half cents per quart. Varying pasteurizing tech- 
niques, different bottling speeds, different degrees of labor utiliza- 
tion, and varying practices for loading and checking the trucks 
were found to be criteria for cost differences which again were used 
as the basis for selecting the stratified sample to be included in the 
survey. 

Truck distribution to private homes, to stores, and to restaurants 
creates more cost per quart than any of the other functions between 
the farm and the consumer. 

Detailed time studies of several thousand home delivery calls 
showed significant differences between the costs incurred in deliver- 
ing to various kinds of customers. Consumers living in fifth floor 
walk-up apartments and receiving only two units with each delivery 
call and requiring weekly cash collections by the driver create 
obviously greater costs than consumers living in row houses taking 
four quarts with each delivery and paying their milk bill by check 
once a month. Any audit pooling of these varying conditions into 
an average cost per quart obviously obscures many of the causes 
for high costs of distribution. 

A basic difference in procedure was also recognized. Some com- 
panies spend as much as $7.67 per route day for selling and ad- 
ministration functions on their routes. Other routes are operated 
by individual entrepreneurs who own their own trucks and whose 
expense for selling and administrative functions can be evaluated 
as low as $.94 a day. The economic justification for selling and 
administrative expenses in the amount of $7.67 was brought under 
scrutiny because routes so administered served only 135 customers 
a day with an average of ^.86 units per delivery. The individual 
entrepreneur, however, who combined selling and administration 
with the physical work of milk delivery served 177 customers per 
day with an average of 2.83 packages. The differences in consumer 
buying habits and company operations combined made a difference 
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per quart of almost 3 cents in the cost of distributing milk to homes. 

This functional analysis of home delivery also clearly indicates 
that home delivery costs are created as a given amount per customer 
call rather than as a given amount per quart. No significant cost 
difference could be found between serving a four-quart customer 
and a one-quart customer. 

Store distribution costs were found to require similar detailed 
time study and cost observations. Some food vendors require daily 
cash collections by the driver as well as extensive in-store services, 
such as arranging the milk in the ice box and accounting for re- 
turned deposit bottles. Other store-keepers pay their bill once a 
month by check and do not permit the drivers to enter the store 
ice box under any circumstances. Some stores carry as many as 
four brands of milk and, therefore, require service from four individ- 
ual companies each day. Others limit their milk purchases to two 
brands of milk and, therefore, have higher purchases from each of 
these two than if their milk volume were distributed among more 
dealers. 

Delivery costs to stores, as a result of these differences in practices, 
varied by more than one cent a quart. 

Profits per quart for distributing to homes ranged from a profit 
high of 1.3 cents per quart to a loss per quart of .8 cents. Including 
differences in selling prices, packages and products, store distribu- 
tion functions showed a range from 1.6 cents profit to a loss for one 
enterprise of over 2 cents. These facts indicate the difficulty in 
attempting any generalization regarding the unit profit available 
for all companies under any given amount of spread. Evident also 
is the impracticability of attempting to lower the spread for the 
distribution of milk by a universal reduction in profit across the 
board. If the combined audited unit profit of all participants in the 
functions between farm and consumer were to be eliminated, very 
little could be accomplished in reducing prices to consumers or 
in mcreasing producers returns. However, substantial opportunities 
for consumer price reductions are within reach by having all partici- 
pants in the spread emulate the most efficient practices and methods 
which are now in operation. 

The combined procedures of functional cost accounting, time 
study analysis and market analysis do provide opportunities for 
searching step by step for those things which can be eliminated 
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from the spread and can bring the prices to producers closer to the 
prices to ultimate consumers. 

Once the functional costs had been determined, the problem still 
remained as to how they could be presented. At one time it appeared 
feasible to present the array of costs within each function and select 
from this range certain measures as, for example, the median and 
first and third quartiles. These measures could in turn be presented 
in a cumulative series so as to report the absorption of the spread 
among the various functions. 

Two principal diflSlculties to this procedure developed because 
of the nature of the New York market. 

1. The spread differed among the distributors. Although milk 
was bought by all under a uniform price plan there were material 
differences in the cost of milk because of variation in fat content, 
transportation costs, premiums, and the like. Also, there were 
substantial differences in selling prices as between brands. 

2, Each recognized fimction had been clearly differentiated from 
others. In each instance, cases were studied in which the particular 
function was the only one performed by the dealer or handler. 
Nevertheless, the complete functional analysis introduced an ele- 
ment of unreality since in practice most of the distributors carried 
on the various functions in a pattern of operation which involved 
considerable interdependence among the functions. 

To meet these diflSculties the results were finally presented com- 
pany by company in parallel columns with the functional costs for 
each company displayed for comparison. 

Other methods of analysis and presentation were considered. 
The time studies by functions could have been refined by detailed 
motion and methods analyses but this refinement might well be the 
objective of another study after the large opportunities for cost and 
price reductions made possible by adopting changes in the general 
practices have been accomplished. 

Similarly, a model plant on a theoretical basis might have been 
developed from the information available from the case studies. 
This, too, may be the objective of another study. 

With the method of analysis used the profit (or spread available 
for use and risk of capital) was the residue after all functional 
costs had been absorbed. 

Had the determination of profit been a primary objective of the 
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study, the traditional audit method would have served better. 
This method places emphasis on end profit results, as shown by 
completed calculations, and a large gross sample is within reach 
at reasonable survey costs. The profit experiences of the partici- 
pants can be related to the amounts of sales revenue, invested 
capital, and other indices of risks to establish a basis for moralizing 
about the rewards which are enjoyed by those who perform the 
essential functions. The combining of the audit results, however, 
assumes a uniformity in costs and in prices which may be contrary 
to fact. Assuming a uniformity in costs and prices also implies a 
uniformity in the methods, procedures, and arrangements by which 
the functions are accomplished. 

Any method which undertakes to treat results of studies of this 
type by ordinary statistical procedures will encounter difficulties. 
The case method of study applied to a stratified sample appears 
best suited for either the audit or functional cost method. When 
the entire operation of assembling, processing, and distributing 
milk is broken down into segments, whether they be operating 
subdivisions or functions, statistical treatment is simpler. As the 
businesses are broken apart for study, the parts of the various 
companies bear a greater resemblance to each other than do the 
the companies when compared in their entirety. 



THE MIDWESTERN EGG PROJECT 

Hbsmon I. MiLIiEB 
Production and Marketing Administration 

A STUDY of the deterioration of egg quality in marketing chan- 
nels in 13 Midweste?^ states was undertaken last year by 
the United States Department of Agriculture and the agricultural 
experiment stations of those states. The project had three principal 
objectives : 

(1) To ascertain the quality of eggs at the time they are marketed by 
producers. 

(2) To determine the change in egg quality that occurs during the time 
that the product moves from the country buying stations to the 
central assembling plants. 

(3) To analyze market practices that influence quality change. 

A Technical Committee provided guidance for the project. This 
Committee consisted of a representative from each of the 13 
experiment stations, and a representative from each of the Federal 
agencies. The Technical Committee requested the Poultry Branch 
to act as coordinator for the project, and assigned the Coordinator 
the responsibility for developing suggested procedures and survey 
forms. Final decision on the scope of the project was made in No- 
vember, 1947- Field work actually began in February, 1948. 

Two steps in the procedure I think are worthy of consideration 
here. The first was the development of a work project outline which 
indicated in detail what, when, and how each cooperating agency 
would do the work which it was best fitted to do. The second was 
a meeting held in each state, to which the project leader invited all 
those who might be interested in the project — representatives of 
the State Department of Agriculture, Federal-State grading person- 
nel, research. Extension and teaching members of the poultry 
husbandry and agricultural economics departments, and in some 
instances the State Agricultural Experiment Station director. 
At this meeting, the objectives of the study and the work plan were 
discussed in detail. Insofar as possible, the sample of egg handling 
plants to be included in the study in each state was determined, 
and questionnaires, which previously had been prepared in prelimi- 
nary form, were discussed. My own feeling is that this series of 
meetings was one of the important steps that contributed to the 
success of this regional undertaking. The research worker in each 
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state had complete support of his Administrator, the Extension 
workers, and others interested. Anyone within the state who was 
interested in the project had an opportunity at this meeting to 
contribute to its development. I strongly recommend these two 
steps in the development of all regional projects. 

The work plan called for obtaining, as a first step, records of 
so-called egg concentration plants in the IS states — ^plants where 
eggs are assembled for carlot shipment. These records were obtained 
by members of the Poultry Branch. The sample drawn consisted 
of 235 plants of this nature, well scattered throughout the region. 

Information was obtained from the carlot assemblers about the 
buying stations that supplied them with eggs. The state agricul- 
tural experiment stations surveyed a sample of about 830 from the 
list of buying stations secured in this manner. The next step was 
to determine the grade of eggs moving through this procurement 
system as follows: In April, to represent the spring flush egg- 
production period; in July and August, to represent the hot summer 
months; and in October and November to represent the season of 
short production and high prices. 

The services of the regular grading and inspection personnel 
of the Federal Department were used to determine egg quality. 
Each case of eggs inspected at a country buying station was identi- 
fied with a sticker. The buyer was asked to handle the product in 
the usual manner, and when the sample of eggs which had been 
graded at the buying station arrived at the central plant, the same 
person was there to re-grade it. As previously indicated, this pro- 
cedure was repeated three times during the year. During the three 
seasons we obtained gradings of 7,267 lots of eggs. The producers 
were identified on about 3,500 of these lots. 

Li addition to the field survey work the Bureau of Agricultural 
Economics obtained in April and in August, through mail question- 
naires, information direct from producers regarding their marketing 
practices. With this background it is possible to determine the 
significance of the findings of the quality analysis. 

The Farm Credit Administration studied the significance of 
graded buying programs and their influence on producer and han- 
dler practices. This work was confined to Missouri and Ohio. The 
Committee felt that graded buying programs might be one of the 
procedures that should be recommended to improve quality, and 
that this investigation mig^t contribute to the soundness of such 
a recommendation. 
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Some of the Findings 

The Committee recommended that two reports be prepared. 
The first covers the grading aspects of the study. This bulletin was 
printed by the Michigan Agricultural Experiment Station, The 
second, which will be printed in restricted numbers, will provide 
a great deal of background information regarding plant volume, 
merchandising practices, procurement procedures, etc., and will 
indicate the relationship of these factors to quality. 

In addition to these two reports, a short, popular-style publication 
will be prepared by the Production and Marketing Administration. 
It will summarize the results of the grading work. 

Quality of eggs received from producers. The producer lots repre- 
senting eggs from the entire region for the three seasons averaged 
66.7 percent A quality or better. About 11 percent of the eggs con- 
tained in these lots were classified as stains and dirties. 

The 13 states were divided into three sub-groups, as follows: The 
Lake States, which included Minnesota, Wisconsin, and Michigan; 
the Plains States, which included the Dakotas, Nebraska, and 
Kansas; and the Com Belt States, which included Missouri, Iowa 
Illinois, Indiana, Ohio, and Kentucky. When producer quality 
was studied according to these three subdivisions of the region, 
we found that the Lake States had the highest and the Plains States 
the lowest quality for the three seasons. The greatest difference 
occurring during the summer months. The Lake States also had 
fewer eggs which were classified as stains and dirties. 

The information on producer quality was analyzed to determine 
what influence, if any, several different factors had upon variations 
in producer quality. The factors studied were: (l)methodof delivery, 
(2) method of sale, (3) size of shipment, (4) color of shell, and 
(5) type of buyer. The most significant findings in this analysis were 
those concerning the method of sale — ^that is, whether the producer 
sold eggs on a graded or an ungraded basis. Eggs sold on a graded 
basis averaged about 70 percent A^s, as compared with about 60 
percent for those sold on an ungraded basis, and the graded eggs 
contained less than half as many stains and dirties. 

Quality changes during marketing. There was considerable loss in 
the quality of producer-delivered eggs while they moved through 
the country buying station marketing procedure. 

The number of A quality producer-delivered eggs declined by 
approximately 10 eggs per 100 as they moved through the country 
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buying station. The number of cheeks contained in the eggs de- 
livered by producers increased by approximately one percent. It 
seems to me that this is one of the more significant findings of the 
study. In the past, considerable emphasis has been put on educa- 
tional programs with producers to improve egg quality, but little at- 
tention has been paid to the decline of quality of eggs as they travel 
through the marketing process. The deterioration study will provide 
our Extension Service and interested trade associations with facts 
upon which to base educational programs with producers and han- 
dlers as well. 

Several factors were explored with regard to their relationship 
to quality change. The most important factor was the time between 
the first and second gradings. The effect of time and temperature, 
of course, is very much interrelated in its effect on egg quality 
changes. 

I want to suggest several things which I believe are necessary if a 
regional research undertaking is to be accomplished successfully. 

First — ^the project must be one which is truly regional in nature 
— ^i.e. one where states have a common problem that can be solved 
or answered thru similar research or one where it is necessary for 
each state to participate to provide a complete picture of the area 
to be studied. 

Second, there should be complete cooperation from all the re- 
search workers. 

Third, a coordinator should be selected and given authority and 
responsibility. The coordinator should preferably be a person whom 
the State project leaders choose because of their desire to work 
with him, rather than because he represents a certain agency. 

The coordinator should have freedom to travel throughout a 
r^oa and not be restricted to working inside the boundaries of a 
single State. On this point, too, I think that oftentimes a coordina- 
tor is selected who has a full-time ’job within his State and who 
therefore cannot give proper attention to the work throughout a 
r^on* 

And finally, I think it is very important for each worker con- 
cerned with the research undertaking to feel that he has had a 
definite part in developing work procedures and plans, and that he 
is in wholehearted agreement with them. The meeting procedure is 
one way to bring this about. 



DEVELOPMENT OF REGIONAL COTTON 
MARKETING RESEARCH 


WHiTaUH A. Paxtght ae«> B. Gbat Moot 
Mtasissvpfi AgricvUural Experimeni StoHon 

T he Regional Cotton Marketing Research Project is con- 
ducted under the authority of the Research and Marketing 
Act and is subject to the over-all policies established by the Ad- 
ministrator of that act. The Technical Committee has assumed the 
authority for formulating policies for the cotton project in line with 
the over-all national policies and has accepted the responsibility 
for the operation and the development of the study. The Chairman 
of the Technical Committee and the Advisory Committee is re- 
jqponsible for carrying out the instructions of the Technical Com- 
mittee and the handling of administrative questions. 

Approaches Used 

No hard and fast decision was made by the group regarding the 
type of re^onal research to be undertaken. They expected their 
first efforts on the project to be partially experimental in nature 
and to aid in determining the most productive approach to be 
used as the project developed. During the first phase of the study 
a uniform cooperative approach was attempted. During the second 
phase a looser form of collaboration or a coordinated approach was 
tried. At the present time the group has moved back in the direction 
of a uniform cooperative approach but certain problems will be 
studied under a coordinated arrangement. This shifting of emphasis 
from one approach to another can best be understood by briefly 
reviewing the development of the project. 

Because of the delay in appropriating funds for the project and 
because of the shortage of personnel, it was impossible to develop 
specific plans for the first phase of the work until late in the 1947-48 
marketing season. In January of 1948 the Executive Committee 
met with representatives of several of the cooperating groups and 
developed detailed plans for the first phase of the study. It was the 
desire of this group to develop a plan of work which would aid 
in delineating and classif 5 ring the problems of cotton marketing 
and in forming a basis for future planning of the project. In de- 
veloping these plans, the group decided that eeii^aitt basic informa- 
tion would be needed regarding the marketing practices in local 


1207 



1208 


Wtltjam a. Fatjght and D. Gkay Miley 


markets throughout the cotton belt and, therefore, a uniform or 
cooperative approach would be most desirable* The group also 
wished to investigate the extent to which the one-variety produc- 
tion program had affected marketing procedures and the study was 
conducted in such a way as to permit comparisons between com- 
munities which were organized for one-variety production with 
communities which were not thus organized* Uniform sampling 
procedures were decided upon and uniform schedules to be used by 
each state were adopted. In the development of the study, however, 
the uniform sampling procedure was not followed in all cases, either 
due to misunderstanding on the part of the cooperating states or 
because the representatives of these states felt that the proposed 
sampling procedure was not adapted to some local conditions. Also 
considerable variation developed in the interpretation of terms and 
questions included in the schedules. The delay in starting the project 
had prevented the establishment of a pilot study and even dis- 
couraged adequate field testing of the schedules. As a result, the 
schedules were not as well designed and the data secured not as 
useful as they might otherwise have been. These conditions made 
the preparation of the regional report more complicated and diffi- 
cult and restricted the conclusions which could be drawn. Prepara- 
tion of the regional report was delayed by the failure of some states 
to submit data to be included until many months after the field 
work was completed* 

In the development of the first phase of the study several dis- 
tinct but related problems presented themselves which warranted 
immediate investigation. If the cooperative approach followed dur- 
ing the first phase of the study were continued only one of these 
problems could have been considered at that time and the study 
of the remaining ones would have had to be delayed. Moreover, 
the states were not in a position to begin a belt-wide cooperative 
study of the cost and efficiency of marketing — ^the phase which was 
felt to be the core of the problem. Certain basic information re- 
garding the marketing process was lacking, personnel needed addi- 
tional experience, and certain research procedures needed to be 
tested. On the other hand if a looser form of collaboration were 
adopted and only one or two states worked on each of these re- 
lated problems, some study might be given all the proposed topics 
immediately. The information developed in this way by each group 
of states would be supplementary to the information obtained by 
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other groups and it would not be necessary for all states to work 
on each problem. In view of the limited funds add personnel avail- 
able and the pressing need for information on the several related 
topics, it was decided the best results could be achieved if a coordi- 
nated approach were followed and the efforts of the group were 
divided between the several problems. Some states, therefore, 
began a study of mill requirements and buying practices to deter- 
mine the extent and nature of mill demand for cotton. Some studied 
the marketing of cotton identified as to variety and year and area 
of growth and investigated the possibility of expanding bale identi- 
fication to a wider area as a means of improving marketing pro- 
cedure. Others conducted a pilot study of means of reducing and 
increasing efficiency of marketmg in order to develop and test 
methods and procedures which could be adapted by the remaining 
states in expanding this study in subsequent years. Still others de- 
voted their efforts to an investigation of certain phases of one- 
variety cotton production which appeared to need further study. 

The coordinated approach revealed information on a wider 
range of topics than would have been possible if the more restric- 
tive cooperative approach had been used. By providing an oppor- 
tunity for testing certain research procedures on a limited basis, 
this approach also enabled the group to discover errors in these 
procedures before they were applied to the entire region. 

During the third phase of the study which is now under way, a 
combination of both the cooperative approach and the coordinated 
approach is being followed. Additional experience and the testing 
of procedures during the second phase of the project have enabled 
the states to plan and get under way a belt-wide study of the cost 
and efficiency of marketing cotton through various channels. Vari- 
ations in marketmg practices from one area to another revealed in 
an early study, suggested the desirability of approaching this prob- 
lem on a belt-wide basis and of employing uniform sampling 
procedures and uniform schedules. In addition to the belt-wide 
study in which most of the states are cooperatiug, the study of some 
problems already under way are being continued. Some states 
which are cooperating on the cost and efficiency study will also do 
some further work on mill requirements and buying practices, the 
marketing of cottonseed, or one-variety cotton-production. Others 
will conduct detailed cost studies of certain segments of the mar- 
ketmg system to provide factual information regarding these seg- 
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ments and also to test various methods of conducting costs studies 
which can be used by other states in the further development of 
this phase of the project. 

The group is aware that the study of cost and efficiency of mar- 
keting cotton through various channels will be an extremely diffi- 
cult and complicated one. It is also realized that even under the 
most favorable conditions this study will require a number of years 
for completion and if it is to succeed at all, it will require the co- 
operation of a large part of each segment engaged in the marketing 
process. In developing the study the workers will need the constant 
aid of statisticians, cost accountants, transportation specialists, 
industrial engineers, and others. This is a very ambitious program, 
particularly in view of the continued shortage of personnel and 
funds and the lack of experience of available personnel. In spite 
of these many difficulties facing the group, it is believed the impor- 
tance of this problem justifies starting the study at this time. The 
study can reveal information of great benefit to the cotton mar- 
keting system and if the group working on this proj'ect is given ade- 
quate time and funds to develop the study in a careful and de- 
tailed manner, a valuable contribution will be made toward im- 
proving the competitive position of American cotton. 

Some Benefits and Proilems 

The studies already completed or under way have provided a 
considerable volume of basic information regarding marketing 
practices of producers and buyers in local markets and the opera- 
tion of gins, warehouses, and mills. Information has been developed 
regarding the one-variety cotton producing communities which 
certain agencies have already utilized to a limited extent in devel- 
oping their programs. Fragmentary information has been ob- 
tained on the movement of cotton from local markets to mill 
points and on the functioning of the agencies involved in this proc- 
ess. The direct results of the study, however, are of less importance 
than such indirect benefits as the training and experience provided 
research workers and the contacts which have been established 
with various segments of the cotton trade. Also of great value 
have been the testing of various research procedures and the deter- 
mination of the procedures which promise to yield the best results. 
Unfortanately, procedures and tools of analysis have not been 
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developed in the field of marketing research to the same extent as 
in some other fields of agricultural economic research, but must 
be developed before very rapid progress can be made* 

In the conduct of the study certain difficulties were revealed 
which are due to the character of marketing research and which 
are common to all research in this field. In the study of marketing 
the research worker comes in contact with a number of economic 
segments, many of which may be unfamiliar to him. Producers, 
buyers, representatives of transportation agencies, processors, whole- 
salers, and retailers may all be contacted. Neither the training nor 
eiqjerience of most agricultural economists has fitted them to work 
with all of these various groups. Each of these segments is possessed 
of its own highly specialized field of information and the researcher 
must have a considerable knowledge of each field if he is to develop 
his relationships and conduct the study efficiently, A knowledge of 
general economics is required, however, for proper interpretation 
and thorough analysis of data. In the past, relatively little empha- 
sis has been placed upon training along these lines and the oppor- 
tunity of gaining experience in this field has been limited. Cer- 
tainly few working in this field at the present time possess aD these 
characteristics and some of the time spent on the project necessarily 
has been devoted to the training of personnel. Heavy turnover of 
personnel has further complicated the problem of maintaining a 
staff that has the training and experience necessary to carry on the 
study. 

Lack of cooperation on the part of some segments of the trade 
has caused considerable difficulty. Many members of the trade 
are hesitant to reveal information regarding the operation of their 
businesses. This hesitation may be due in part to the belief that 
the results of the findings might be disadvantageous to the trade, 
but it is also partially due to distrust of the researchers and fear 
that information regarding the operation of individual firms will 
be revealed. In the past, experiment station workers generally 
have not developed contacts with the cotton trade and buyers 
have no basis for judging the integrity of the workers. Work on the 
project thus far has demonstrated, however, that better coopera- 
tion can be obtained after the members of the trade and the work- 
ers become better acquainted. As the project has developed the re- 
searchers have become more familiar with their job, learned some 
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of the problems and the way of thinking of members of the trade, 
and are in a better position to explain the purposes of the work 
and to gain the confidence of the people being interviewed. 

Some segments of the trade have also expressed skepticism as 
to the ability of researchers to be of practical aid in conducting 
their businesses. This skepticism has been partially overcome in 
those instances where trade representatives have been asked to 
participate actively in the planning and development of the study. 
These representatives have furnished suggestions which have 
made the results more useful to the trade and aided in securing 
better cooperation. Some workers on the project have expressed 
fears that this procedure would lead to trade domination and the 
use of the project as a propaganda weapon. Such developments 
as these must be guarded against but in the development of the 
cotton project thus far there has been no evidence that any seg- 
ment of the trade has such inclinations. 

Some of the important problems in developing the project which 
are related to its cooperative nature have already been mentioned. 
These include the difficulty of establishing administrative mar 
chinery, of determining the authority and responsibilities of mem- 
bers of the group, of obtaining uniform procedures in the several 
states, of keepmg an agreed-upon time schedule. Considerable 
progress has been made toward the solution of administrative prob- 
l«ns but questions still exist regarding certain phases which will 
require further consideration. 



AGRICULTURAL MARKETING RESEARCH AT THE 
UNIVERSITY OF CHICAGO 


O. H, Bbowni^b 
Universtty of Chicago 

I IKE mucli of the current research in the marketing of agriculture 
al products, the “Chicago project’^ is concerned withmarket* 
ing eflSciency. To be more specific, we are attempting to; (I) draw 
the outlines of a concept of marketing efficiency which is consistent 
with (and hence derived from) widely agreed objectives of economic 
policy; {%) apply this concept to a determination of the eictent to 
which too few or too many resources are employed in producing 
marketing services; (3) identify the factors which tend to reduce 
the efficiency of the marketing system below its maximum (with 
given preferences and available resources and technology), noting 
particularly the influences which might be altered by public policy; 
and (4) describe (largely by means of statistical estimation) some 
of the relationships which are relevant for measuring efficiency and 
the importance of certain forces which influence it. In approaching 
this problem we hope to apply to marketing research those parts of 
economic theory which have proven useful in other areas of eco- 
nomic research. We also hope that, from our findings, hypotheses 
might be developed which may prove useful in research relating to 
sectors of the economy other than marketing. 

In the following pages I shall try to make clear some of the basic 
assumptions underlying our analysis and describe in more detail 
parts of the project and some of the hypotheses which are being 
tested. 

The Conceft ^^Marketing Tlfficiency*^ 

Any appraisal of economic institutions must be made with 
respect to some norm — ^an ideal situation or a set of situations which 
is considered to be the “best’’ of those situations which are possible. 
This ideal situation is derivable from (1) the value system of the 
society served by the institution being appraised, and (3) the beliefs 
(facts and things that pass for facts) describing the various situa- 
tions which are possible. 

The various possible production situations are definable given 
(1) the supplies of various resources and (3) the ways in which 
these resources can be converted into products. These two sets of 
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data delimit the various ^^production possibilities” — ^the various 
combinations of products which might be produced and thus the 
sacrifices of some products which might have to be made in order 
to secure more of others. 

Assume that we can divide the products of the economy into 


fl&ktS 



FlGtTREl 

The points in the ^ce OAB represent various "production possibilities.” Any 
point on the line AB represents an efficient point in the sense diat an increase in 
the flow of X cannot be obtained without a decrease in F, and vice versa. At any 
mtenor point (say, point C), production of both X and Y could be expanded with- 
out any mciease in the amount of resources used. 


two classes — ^marketing services and non-marketing services (both 
commodities and services). With a given collection of resources and 
ways of converting resources into products, the set of ‘^production 
possibilities” might be described as the convex set 0 A jB in Figure 
1, Any point in the space OAB represents a combination of the two 
classes of products which it is possible to produce. Any point 
not on the line A B — ^the boundary of the set— represents a situa- 
tion in which more of one product could be produced wUJmd 
imcrifice of the other product, while a point on A B represents a 
situation in which some of one product must he sacrificed in order 
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to produce more of tte other. The points on ^ jB have thus been 
characterized as “efficient points.” 

Production of a combination of products which is not an element 
in the set of “efficient points” indicates that either (1) the best of 
available technologies is not being employed or (%) the combination 
of resources employed to produce a given amount of product is 
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The curve AB is same as that in Figure 1. The curve I represents combi^* 
tions of X and F which are equally satisfactory to the community as a whole vuth 
a given income distribution (see footnote 1). Hence 2>, where Xi of marketing 
services and Vi of non-marketing services is being produced, represents a position 
of maximum welfare. 


not optimal. An improvement in technology can be represented as 
a movement of the boundary away from the origin. 

If we know consumer preferences and the “best” distribution of 
income, we can select a single element of the set of “efficient points” 
and denote this element as the best combination of products. This 
element mil also be one in a subset of product combinations which 
are equally satisfactory to consumers — “community indifference” 



me 


O. H. Brownlee 


curve (see Figure Any departure from this element (represented 
as a point of tangency between the hne A B and the ‘‘community 
indifference” curve) would indicate that, with the given preferences 
and income distribution, consumers had relatively too much of 
some products and too few of others compared with what they pre- 
fer and could be produced. Since the preferences of various con- 
sumers are not identical, the element which denotes the best posi- 
tion may differ with each income distribution, there being a differ- 
ent “community indifference” curve for each distribution of income. 
Rather than specifying a single income distribution and hence a 
single element in the set of production possibilities as “best,” it 
probably is tactically desirable to consider each element correspond- 
ing to any income distribution as equally desirable and to thus 
define a set of best positions. Judgments regarding the “best” 
distribution of income are thus deferred to policy makers. 

Given this set of best positions, the concept of efficiency is ob- 
vious. An economic system is as efficient as possible whenever the 
flows of products are those in this set. The degree of economic 
inefficiency is thus the degree of departure from this set. 

Factors Accounting for Iriefficiency in 
Production of Market Services 

It appears highly unlikely that the firms producing marketing 
services are using the best technology or are using the optimum 
combinations of resources for producing the present flows of market- 
ing services. In the language of the previous analysis, the present 
production situation probably can be represented by an interior 
point rather than an efficient point in the set of “production possi- 
bilities.” However, when one compares the marketing sector with 

1 By a “community indiflFerence” curve, I am referring to a curve showing the 
combinations of two commodities which will leave each member of the community 
indifferent as to which combination is available to the community as a whole. 
Ass^e, for example, a commumty composed of two individuals, A and and 
having available flows Xi of commodity X, and Fi of commodity Y at its disposal. 
Assume further that A gets Xa of X and Ya of Y thus makmg Xb^Xi—Xa and 
Yx^ Ya available for If the amount of X is reduced from Xi to Xj, Y must 
be increased so that ^ is as well off as he was with quantities Xa and Ya and B is 
as well off as he was with quantities Xb and Yb in order that the new situation be 
^uivalent to the old. Community indifference curves may intersect, since if the 
initial distribution of X and Y between the individuals were different and the prefer- 
ences of A and B are not the same, the amounts of Y required to leave them as well 
off after the reduction in X as they were before will differ (lUfer to T Scitovszky, 
^*A Heconsideration of the Theory of Tariffs,” Review of Economic Studies, IX: 
89-110 (1942), for an example of the use of the community indifference concept ) 
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the rest of the economy and examines the factors which account for 
departures from the boundary points, it is my judgment that the 
bulk of the marketing sector of the economy will be appraised as 
relatively efficient. 

Let me emphasize that the above judgment is a tentative one 
made without adequate empirical investigation. It is one of the 
hypotheses which we are testing. A test which would be unques- 
tioned by most research workers would require knowledge of all 
relevant production functions (not only in marketing, but in the 
rest of the economy as well), resource supply functions, and con- 
sumer preference systems. In addition, it would require knowing 
how production decisions are made and whether they mi^t be 
improved. Such knowledge, if attainable, obviously is beyond the 
range of this project. However, it is my belief that considerable 
progress can be made toward appraising the economic efficiency of 
various sectors of the economy through examining data which are 
already available and from whidi can be estimated such factors as 
rates of return to various resources in various uses, the movement 
of labor and capital between industries, comparative conditions 
of entry of new firms, differences in required labor skills, degrees 
of risk, and other relationships which will present at least a sketch 
of relative efficiencies of various industries. 

My tentative judgment regarding the relative efficiency of the 
marketing system depends to some extent upon a modification of 
the previous definition of desirable situations to take into consider- 
ation lack of knowledge about the future and the kinds of changes 
which may occur in the data facing those who make production 
decisions. With any given initial situation, the set of possible situa- 
tions at any time depends upon decisions made in the past by the 
various economic units in response to their expectations regarding 
the future. Other factors not subject to control, however, influence 
the positions which actually could be achieved. It is possible to 
select at the present time, from the set of expected possible situa- 
tions for some given time in the future, a subset which can be con- 
sidered as most desirable. When the given future time becomes the 
present, however, this subset may not be the one which is in fact 
most desirable. Nevertheless, with the knowledge available at the 
time when the decisions were made, any course of action other than 
that chosen would have been considered as leading to results in- 
ferior to those expected from following the course which was 
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selected. Consequently, unless we aie to damn the system for failing 
to perform something which it may be incapable of performing, we 
must examine and appraise the way in which production decisions 
are made in the light of the information available to decision- 
makers. 

Assume that my judgment about the production efBciency of 
the marketing system was confirmed. Then, aside from the errors 
resulting from lack of information relating to possible ways of 
producing — errors which could be reduced by more widespread 
dissemination of knowledge relating to technological possibilities — 
greater efficiency in marketing could be obtained largely through 
Ijnstitutional modifications which would reduce uncertainty. Some 
of the modifications required would necessitate costs greater than 
those imposed by the uncertainty which they would reduce and 
hence would not be feasible. Others, however, appear to be achiev- 
able at relatively low costs. 

Among the latter are modifications which would reduce the un- 
certainties imposed by inflation and depression. The flexibility 
which it is profitable for the firm to maintain in order to meet the 
wide variety of employment and price level conditions which have 
prevailed in the U.S. during the past three decades discourages 
long-term commitments of the kind which would increase economic 
efficiency. While this is not the appropriate place to debate which 
measures relating to the stabilization of such variables as the general 
level of prices or Tmemplo3rment should be used, it can be pointed 
out that such stabilization measures — ^whether they be flexible 
taxes, flexible wage rates or flexible government expenditures, for 
example — ^transfer the flexibility away from the firm to a part of 
the economy where the costs of achieving it may be considerably 
lower. 

Beducing the variability in the supplies of certain agricultural 
products would reduce marketing costs both through its impact 
upon uncertainty and through the decrease in excess capacity of 
processing firms which it would permit. It is my judgment that 
costs of reducing the year to year variability in livestock supplies 
would be less than the reduction in processing costs which would 
result. The year to year fluctuations in livestock supplies are largely 
rdiated to the variability in feed supplies — ^variability which could 
be reduced at relatively low costs by appropriate feed storage 
po&des. Here, also, the flexibility which now must be achieved by 
the firm would be transferred to another sector of the economy — 



Agricultural Marketing Research 


UW 


the grain storage sector — ^where the costs may be relatively low. 

Other potential institutional modifications which would reduce 
marketing costs include changes in labor arrangements within 
processing firms subject to wide variations in levels of operations. 
In particular, the range within whidi firms must operate in order 
to avoid pajdng overtime or for time not worked is too narrow, 
given the wide range of volume levels which may prevail and which 
cannot be accurately forecast. Modifications might be made which 
would not impose imdue burdens upon labor yet would permit more 
efficient labor utilization. 

Inefficiency ResvUing from the *^Wrong** 

Production Pattern 

A second class of divergences between actual and optimal con- 
ditions is the relative overproduction of some goods and services 
and underproduction of others. Although the assumptions under- 
lying many of the current judgments are not clearly set forth, a 
basic one appears to be that too much marketing service is being 
produced; i.e. that if certain services were eliminated, marketing 
costs would fall enough to more than compensate the consumer 
(and also the farmer) for the loss of the service. This assumption 
may be correct for some marketing services. However, if applied to 
marketing as a whole, it appears to be in conflict with evidence 
gathered from analysis of family budget data wluch show that 
almost without exception, money expenditures upon a commodity 
rise proportionately more with increases in income than do the 
physical quantities consumed. Increase in money expenditure with 
physical quantity held constant reflects an increase in “quality’* 
of the product as well as an increase in processing and in other 
marketing services. However, in cases where there were no apparent 
quality changes, most elasticities of expenditures have exceeded the 
corresponding elasticities of physical quantities. 

While this evidence is not definitive, it suggests that marketing 
is a part of the economy which will grow relative to that part which 
produces the raw materials, because consumers prefer to add 
services as they get richer. Examination of the trend of shares of 
the national income attributable to various sections of the economy 
adds confidence to this forecast. Reducing the amount of services 
might lead to reductions rather than increases in marketing effi^ 
ciency. 

There may be factors in the non-marketing sector which would 
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induce production of too many marketing services. As long as there 
is relatively **free” entry of firms into producing the various goods 
and services, the economic system contains a means more or less 
automatic which discourages long-run structural maladjustments of 
the kind that lead to overproduction of some things and under- 
production of others. Much of the marketing sector of the economy 
is relatively easily entered. Capital requirements usually are not 
large compared with those in other industries. Hence, there is not 
likely to be underproduction of marketing services for any pro- 
longed period of time. 

WTiether or not there is relative overproduction of marketing 
services under these conditions depends upon freedom of entry 
into other sectors of the economy. If entry conditions in some sectors 
are restricted, relatively too many resources may be forced into 
the “free” sectors. It has been argued that there are too many 
farmers and too many small retailers — ^foodstore operators, shop- 
keepers, and proprietors of filling stations being examples. While it 
is true that money returns to labor in these sectors have been 
relatively less than in most other sectors of the economy (excluding 
parts of agriculture), it does not necessarily follow that the real 
incomes of the supposed excess of these small entrepreneurs would 
be increased if they were to move elsewhere. Since 1943, adequate 
opportunities have been available for jobs in other parts of the 
economy. If there has not been sufficient movement to equalize 
money returns to comparable skills, there is a general presumption 
that non-monetary elements of income are relatively high in these 
areas. In any event, if corrective action is called for, it would appear 
to be of a kind which would reduce the degree of monopoly in the 
non-marketing sector of the economy. 

Efficiency and Income Distribtdion 

So far I have said nothing about the effects of the marketing 
system upon the distribution of income and have evaluated effi- 
ciency solely in terms of effects upon total income. In view of the 
fact that much of economic policy is designed to change the distribu- 
Hon of income from that which otherwise prevails and that most 
policy disagreements revolve around differences in judgments as to 
what the distribution of income should be, this omission may be 
considered a serious one. This is not the appropriate place to debate 
the merits of increasing or diminishing farmers’ relative incomes by 
means of public policy. It can be demonstrated that — ^whatever is 
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decided as the *‘best” income distribution — ^using the marketing 
system (through its influence on price) as a means of achieving it is 
not appropriate in the sense that the total income to be distributed 
will be smaller than if direct taxation and subsidization is employed. 
Production possibilities will be more favorable (more of some com- 
modities will be produced without sacrifices of other products) 
or the bundle of commodities produced will be more desirable, or 
both, if the direct methods are used. Thus, if it is believed that 
farmers should have larger incomes, a more appropriate device 
for making the change is a tax upon non-farmers, the proceeds being 
transferred to farmers. 

Empirical Estimates Relating to Marketing Costs 

The more intensive empirical work which we are undertaking is 
an attempt to estimate the eflfects of fluctuations in hog supplies 
upon pork processing costs. In this study we have been fortunate 
m securing the aid of managements of a few meat packing concerns 
in helping us to determine what factors are important and hence 
what things we should try to measure. One firm has given us 
detailed data from which we hope to estimate production functions 
for two plants — -one in which supplies are relatively stable seasonal- 
ly and one in which there are rather wide fluctuations both season- 
ally and annually. From these data we hope to be able to estimate 
the production functions for the two plants. Other costs — such as 
storage costs — can be estimated from aggregate data. 

To date, we do not know what inferences we can make regarding 
the industry as a whole from the estimates which we might make. 
The similarities in technical processes used in hog slaughter by 
various firms comprising the bulk of the industry suggest fau-ly 
wide application of the results obtained from only one firm. How- 
ever, there are difficulties in interpreting the statistical estimates 
which can be made from firms’ cost data, unless one has consider- 
able knowledge of the ways in which various production decisions 
are made. For example, it might be that the firm has too little (or 
too much) curing capacity; that it could improve its estimates of 
the time distribution of slaughter and thus reduce overtime and 
the employment of extra gangs. If any of these conditions hold, the 
observed cost at any level of slaughter cannot be considered as the 
minimum for this level. Nor can “mistakes” necessarily be con- 
sidered as random deviations from the “true” function. 

Any short-run savings from reducing the magnitude of fluctua- 
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tions in hog suppKes would, on a ^priori grounds, be expected to be 
smaller than the long-run savings. The costs of changing the pat- 
tern of farrowings would be smaller in the long run (supply func- 
tions for the resources being more elastic) and the reduction in 
processing costs would be larger, there being an opportunity to 
adjust numbers and sizes of plants to the more stable supply 
situation. Thus, if short-run costs in a given plant could be reduced 
by X percent as a result of more stability in hog supplies, long-run 
costs should be reduced by more than X percent, since new plants 
could expect to operate within a narrower volume range. 

Measuring these long-run cost differences, however, is even more 
difficult than measuring the short-run differences. It involves know- 
ledge of technology applicable to livestock slaughter and the manu- 
facture of pork products which may not have been known to many 
firms and which if known, may not have been applied in the con- 
struction of existing plant and equipment because of the variability 
in supplies. 

As a first approximation, one might assume that the production 
function for the packing industry as a whole in the long run is such 
that a one percent increase in slaughter could be achieved by in- 
creasing the resources used by packing firms by one percent. If this 
were the case, long-run costs per unit need not exceed the minimum 
unit exist of any plant now in operation. Further knowledge regard- 
ing the potential technology of packing operations may reveal an 
even larger potential cost reduction than that which would be 
estimated by the procedure described above. 

Along with the estimates of the changes in processing costs 
which would result from various changes in the variability of hog 
supplies, we are also attempting to estimate the changes in hog 
production costs which would accompany the changes in the time 
distribution of farrowings. Here, again, the estimates may not be 
sufficiently accurate because of the lack of adequate data. However, 
analysis of farm records and feeding experiments will yield some 
clues regarding these costs. 

Measures to Reduoe Supply Variations 

li one knew accurately the magnitude of the costs imp<^d by 
hog supply fluctuations, he could determine whether it is desirable 
to surest action which would reduce them, and if so, which of the 
various possible courses of action would be most desirable. There is 
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a general presumption that if the costs imposed by these fluctua- 
tions exceeds the cost of reducing them, some private economic 
units would take steps which would further reduce these variations. 
For example, it might be assumed that the normal seasonal pattern 
of hog prices portrays a combination of the costs of variations to 
processors and farm costs of farrowing hogs at various times. If 
the seasonal price movement were greater, the time distribution of 
farrowings would be more regular. But, packers would not save 
enough as a result to be able to pay the higher prices during what 
has been the low volume periods. This argument appears valid — 
assuming that both packers and farmers have complete information 
with respect to costs of these variations. Movement toward less 
seasonality in hog production during and immediately following the 
war suggests that farmers have overestimated the costs of reducing 
the variability in hog supplies and that the problem is largely one 
of providing them with adequate information. Evidence that meat 
packers have lost money, in the long-run, as a result of pork storage 
operations suggests that the seasonal price variation has been too 
small. 

As indicated previously in this discussion, annual fluctuations 
in hog supplies appear to be closely related to fluctuations in sup- 
plies of feed grains. This is particularly true at the fringes of the 
Com Belt. It is desirable that feed grain prices change with the 
availability of feed grains in order to encourage their efficient use. 
And little can be done about changing the weather to reduce yield 
variations. However, variations in the amount of feed stored is a 
way by which the fluctuations in crop production could be absorbed 
without equivalent fluctuations in livestock output. It appears 
that the function of storage in absorbing fluctuations in feed pro- 
duction has not been exploited as fully as would be most efficient 
from the standpoint of the economy as a whole. A relevant question 
is, “Why has not the private economy utilized storage as efficiently 
as is desirable?’^ Here, again, uncertainty with regard to prices may 
be an important factor. While there may be grounds for public 
action to help stabilize feed grain prices through a public storage 
program (perhaps the ever-normal granary) and through extension 
of credit to farmers to hold grain on farms when crops are above 
average, it seems reasonable that the private economy would 
utilize storage more effectively if tiie general level of prices were 
more stable. 
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I have tried to outline the basic presumptions (I hope they are 
not prejudices!) underlying our marketing research and the kinds 
of empirical estimates which we are attempting to make. To ade- 
quately test all of the hypotheses which will be suggested would 
require more resources than are available to our project. However, 
we hope that some of the questions we will unearth will prove of 
interest to other research workers and that some of our procedures 
will have an application to problems other than those which we are 
attempting to solve. 


DISCUSSION 

Bennett S. White 
Bureau of Agnculiural Economics 

Around the Department we include studies such as we have had pre- 
sented here in the general category of costs and margins work. As I 
see It, the job of the marketing economist working in the margms and 
costs held, and the objective of margms and costs studies is to supply the 
facts, which are now largely lacking, with respect to what marketmg mar- 
gins and charges are, what services they pay for, how these services are 
performed, and what might be done to reduce their cost. On the basis of 
the facts which he finds and the analyses which he makes, intelligent 
policies and programs can be formulated. Marketing economists are under 
tremendous pressure to do this job and to do it quickly, and I ath inclined 
to believe that studies in the cost and margin field constitute the heart of 
the BMA program. 

Dr. Young’s study of milk marketmg costs and efficiency in New York 
City is one of the most extensive and thoroughgoing studies of its kind. I 
do not believe that economists have as yet devised a satisfactory basis for 
segregating the cost of performing an operation with respect to a particular 
commodity or service when the same resource or resources are utilised to 
produce a number of goods or services. This, of course, is the familiar prob- 
lem of joint costs. As Dr. Young says, the combination of functional cost 
accounting on a uniform basis, time and motion studies, and market 
analysis provide the basis for a searching out of those methods, practices 
and semces which account for the various marketmg charges. In addition, 
by indicating differences in cost and efficiency between the various in- 
dividual fi r ms, his study shows how it should be possible for all participants 
in the spread to emulate the most efficient practices and methods which 
are now in operation. 

The North Central egg project discussed by Mr. Miller represents a 
successful effort to coordinate the resources and interests of a number of 
states and federal ^encies in the achievement of lifted objectives. This 
study should provide a valuable basb for further work which should in- 
dude demand studies designed to measure the breadth of the market for 
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eggs of improved quality, and other studies in which price premiums and 
increased incomes to producers arismg out of the marketing of better eggs 
may be compared with the additional costs involved in effecting quality 
improvements. 

The cotton project discussed by Mr. Faught portrays the difficulties 
involved in coordinating and bringmg to bear the efforts of a large number 
of states in an attack on the marketing problems of a commodity which 
has a complicated marketing system. The experience of this group indicates 
that the oft-criticized descriptive type of marketmg study is frequently 
necessary as a preliminary step to the delineation of marketing problems 
and the development of methodology for undertakmg research on them. 

The paper presented by Mr, Brownlee is one of a number of studies 
which the Bureau of Agricultural Economics is sponsoring at universities 
and private research institutions. Some of us feel that problems dealmg 
with pricing, the allocation of resources, and the over-all effectiveness of 
the marketing mechanism are likely to receive too little attention as com- 
pared with specific studies of particular commodities, agencies and func- 
tions. I think that Mr. Brownlee’s work to date illustrates that general 
theoretical formulations of concepts and objectives relatmg to marketing 
efficiency may not be so difficult. However, testing hypotheses requires 
the makmg of empirical studies of particular industries, functions, and in- 
stitutions which involve him in difficulties of generalizing or “adding up” 
which are similar to the problems many of the rest of us meet when con- 
ducting studies with more limited objectives. 

Let me now mention a few points more specifically concerned with the 
current meaning and future effects of studies such as have been considered 
today. 

As far as the current situation is concerned, I think that there is little 
doubt but that the studies under way can be completed and people will 
gladly receive them and read them. Even the studies which do not go 
beyond measuring margins will have a decided educational value. We have 
observed that some groups are interested in having us carry on margins 
and costs studies as rapidly as possible along the broadest possible front, 
because they expect the studies to show gross inefficiencies or exorbitant 
profits in the marketing of farm products. On the other hand, some middle- 
men and their representatives are urging that margins and costs work be 
expanded and speeded up for an entirely different reason. They obviously 
are expectiag that our studies will indicate that marketing processes are not 
over-costly in relation to cost rates for the factors of production and 
methods and processes available and that profits are not unreasonably 
high. 

When we come to future usefulness and ultimate effects of cost and mar- 
gin studies, I think that we are on less certain ground, and a considerable 
diversity of opinion prevails. For my part, I am guardedly or conditionally 
optimistic. It seems to me that there are two big questions. First, is it 
feasible and practicable on the basis of existing conditions to make com- 
prehensive studies of what marketing charges and costs are and what 
might be done to reduce them for all or most of the major agricultural 
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marketing indnstriesP This is going to be a formidable task if we go into 
it. We are just making a start. The field is comparatively new. In some cases 
techniques have to be worked out as we go. Industry cooperation is a prob- 
lem. All of this takes time, and yet we are being constantly urged to get 
quick results. Furthermore, the cost will be considerable. If we are to pro- 
ceed with these studies, we must have the patience, cooperation, and sup- 
port of those who are interested in research designed to provide the basis 
for making marketing more efficient. 

The second big question, it seems to me, is: Will the results of the studies 
be used? That is, in the longer run, will cost and margin analyses actually 
result in a reduction in marketing costs? Since margins and cost research is 
not intended to provide the basis for government control and regulation, 
we must depend upon private enterprise to apply the results of research. 
This means that business men must be posses^ of the enterprise and in^ 
centives necessary to effect the economies and make the improvements in 
efficiency which research research studies indicate are possible. 

I believe that those who entertain the view that agricultural marketing 
costs can be substantially and quickly reduced for a wide range of com- 
modities are doomed to disappointment. Consumers are demanding more 
and more services. I am aware that this is entirely aside from the concept 
of efficiency as such, which assumes that marketing services remain the 
same. However, the fact of the matter is that many people expect market- 
mg research to result in an actual decline in the spread between producer 
and consumer. If, as it seems reasonable to believe, standards of livmg con- 
tinue to rise, consumers can be expected to demand more rather than 
fewer services, and this will work against any reduction in marketing mar- 
gins and costs. In fact, some of the marketing research under way at the 
present time, while it may be effective in demand creation, can be expected 
to increase rather than decrease marketing costs. 

In the second place, well over half of the marketing charges for agricul- 
tural commodities are accounted for by wage payments. Wages have risen 
sharply in recent years and certainly cannot be expected to undergo any 
general decline. Not only are wages to remain lugh, but there is sometimes 
reristance to the introduction of labor-saving macbinery and to changes in 
methods and practices because of loss of jobs for wage earners directly 
affected. This introduces the problem of the opposition of vested interests 
to changes in marketing methods and channels, which is, of course, much 
broader than labor and wages. This in turn brings up questions of price 
policy, the extent to which competition prevails, the rigidity of marketing 
mstitutions, government programs in the marketing field, etc. In my 
oimiion, work along this line needs to be considerably expanded. It is ex- 
tremely difficult, but results might be proportionately great. Eesearch 
which points the way to methods, practices, processes and channels which 
wmild provide for lower costs and increased efficiency will be of little use if 
the institutional structure of the marketing ^stem, price policies of private 
government programs, and relat^ factors interfere with the ap- 
phcatmn of the results oi research. 
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The actual showing which research may be expected to make will also 
be related to general business conditions and price levels* It is a well- 
established fact that cost factors entering into marketing charges are rela- 
tively rigid and do not fluctuate in response to changes in the demand for 
and supply of agricultural commodities. As you know, there is a close cor- 
relation between the level of agricultural prices and the share of the con- 
sumer’s dollar received by the farmer. A period of sharp decline or pro- 
longed low prices for farm products would be certfun to bring a marked 
decrease in the share of the consumer’s dollar received by farmers, not- 
withstanding increases in marketing efficiency. 

However, I think we are still justified in believmg that studies designed 
to provide the basis for improving the efficiency and reducing the costs 
of agricultural marketing are very worthwhile, I think we are justified in 
believmg that obtaining and disseminating the facts on marketing costs, in 
time, will make a significant contribution to lowering marketing costs more 
than otherwise would be the case. 



CURRENT STATUS OF MARKETING AGREEMENTS 
FOR FRUITS AND VEGETABLES 


S. R. Smith 

Production and Marketing Administration 

T he Marketing Agreement Act of 1937 administered by the 
Production and Marketing Administration of the United 
States Department of Agriculture authorizes the use of marketing 
agreements and orders in handling enumerated products (includ- 
ing fruits and vegetables) in interstate or foreign commerce. The 
act has three specific objectives: To raise prices to or maintam 
them at parity; to protect consumers by authorizing no regulation 
designed to raise prices once parity levels have been reached; 
and to maintam minimum standards of quality and maturity. 

Agreements and Orders 

A marketing agreement is a contract between the Secretary of 
Agriculture and the handlers of any farm product. Authorized ac- 
tions pursuant to agreements and orders are protected against anti- 
trust prosecution for combination or conspiracy. 

A marketing order binds all handlers operating in specified pro- 
duction and marketing areas to adhere to its terms. Orders may be 
applied to milk and its products; to fruits and vegetables, except 
for canning or freezing — ^with a few exceptions; certain nuts; 
tobacco; soybeans; hops; and the products of these commodities, 
also naval stores and honey bees. Orders applicable to fruits and 
vegetables may provide methods for limiting shipments by grade, 
size, quality, maturity, and pack in specified markets for specified 
periods; for allotting purchases and sales by handlers; for surplus 
and reserve pools; for inspection; for defining and prohibiting un- 
fair practices or methods of competition; for selection of admin- 
istrative agencies; and for such other items as are necessary to ad- 
minister the order. 

Both agreements and orders — except for milk, which is not dis- 
cussed here — apply only to handlers and not to producers or re- 
tailers. 

Formtdation 

The Secretary may initiate proceedings, but usually a tentative 
agreement and order is formulated by industry groups, submitted 
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for preliminary approval to the Production and Marketing Ad- 
ministration, and then discussed in detail at public hearings which 
are conducted much like courts. Upon conclusion of hearings and 
with time allowed for briefs and exceptions to be filed, the As- 
sistant Administrator of the Production and Marketing Admin- 
istration and the Secretary of Agriculture must both approve the 
proposal on the basis of evidence in the hearings record. 

Agreements become effective when in the judgment of the Secre- 
tary sufficient handlers have signed them. A proposed order, which 
must parallel an agreement on which hearings have been held, 
becomes effective when the Secretary finds from the record that 
it will effectuate the objective of the Act; that the production 
area is as small as practicable; that different production and 
marketing conditions among different districts of the produc- 
tion area are recognized in different provisions; and that after 
submitting the order to referendum of producers, (a) it is ap- 
proved by two-thirds of voting growers by number or volume of 
production and the parallel agreement is approved by handlers of 
at least half the regulated volume, or (b) handlers have not ap- 
proved a parallel agreement but at least two thirds of growers by 
number or volume have approved the order. Additional require- 
ments are that the order will effectuate the purposes of the act and 
that there are no other feasible means of accomplishing such pur- 
poses. Programs are thus formulated by the industry; proposals 
are carefully appraised by the Department; all interested groups 
have a voice at hearings and the industry approves the program. 

Development of the Statute and the Programs 

Only four short provisions relevant to market control were in- 
cluded in the Agricultural Adjustment Act of 1933; namely, (1) 
the Secretary could enter into agreements, the terms of which 
were not specified, with handlers of any farm product to control 
its interstate or foreign movement; (S) he could impose licenses, 
the terms of which were not specified, upon any or all handlers to 
prohibit charges or practices which prevented recovery; (3) he 
could require maintenance and disclosure of books and records as 
necessary; (4) he could avail himself of the investigatory powers of 
the Federal Trade Commission in inquiring into compliance. In- 
cluding milk, 68 programs using licenses were formulated. Thirty 
programs for fruits and vegetables were developed, the production 
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areas being heavily Icncalized in specialty areas on the Pacific coast 
and in the Sontheastem States. Twenty-two programs were still 
operating in 1935. Nine are still operating and some of them have 
functioned continuously. 

Experience with agreements and licenses indicated that programs 
should be confined to areas as small as practicable in order to 
maintain homogeneity of interests, to facilitate local administra- 
tion, to prevent regional or Nation-wide monopoly, to eliminate 
problems of interregional equities, and to make adjustment to local 
differences in production and marketing conditions. License pro- 
grams have been attacked in courts in cases which alleged failure 
to adhere to due process of law, incursion into intrastate trade, dele- 
gation of legislative powers without adequate administrative 
standards, and invalid delegation of executive authority to control 
committees. As a result, most of the safeguards in the present Act 
were introduced in 1935, such as: substitution of orders enforced by 
courts for licenses which could be revoked; applicability of orders to 
enumerated commodities only; provisions for assessment and 
enforcement; establishment of comnaittees as agents of the Secre- 
tary, in whom all executive authority was vested; provision for 
modification, review, or exemption from findings or penalties; 
authorized integration with state and with other Federal programs; 
specification of parity price as the objective and upper limit for 
programs; procedure for notice and hearings; definition of com- 
merce to be regulated; restriction of terms in orders to enumerated 
provisions; essential identity of an order with an agreement on 
which hearings had been held; careful specification of conditions for 
approval, effectuation, and termination. 

When the processing-taxes section of the Agricultural Adjust- 
ment Act was declared unconstitutional in 1936, the market con- 
trol sections could remain effective only if separated from the 
production phases of the act. The agreements and orders provisions 
were therefore separately reenacted as the Agricultural Marketing 
Agreement Act of 1937, In 1947, one major amendment added the 
maintenance of standards of quality in the public interest as one 
of the three objectives and thus made it possible for grade and size 
programs not designed to raise prices to be operated without refer- 
ence to the parity standard. The act is a permanent statute in- 
dependent of relief or adjustment objectives. 
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Use of Marketing Orders 

Since 1935, orders have been promulgated for bees, cauliflower, 
celery, citrus fruits, grapes, bops, melons, onions, peaches, pears, 
plums, lettuce, peas, potatoes, fresh prunes, tomatoes, and walnuts. 
Forty-seven orders have been issued for 37 production areas. Nine 
have governed more than one commodity. Eight orders have been 
effectuated without a parallel marketing agreement. No marketing 
agreements have been made effective without a parallel order. 

In early August of 1949 there were fruit and vegetable pro- 
grams in operation and several others were being formulated. Four 
cover citrus fruits, eight are for deciduous fruits, one is for vege- 
tables, seven for potatoes, one for walnuts, and one for hops. Three 
programs regulated more than one commodity, which is done only 
when the products are related, when most growers produce more 
than one and when the cost of operation can be reduced. Twelve 
production areas are on the Pacific Coast, four in the mountain 
States, three in the Southeast, and three potato orders in the central 
States and Maine. Eleven programs include more than one state. 
For citrus fruits nearly the whole domestic supply is covered. 
Thirteen orders authorize different regulations for different parts 
of the production area. Thirteen permit different regulations for 
different varieties. 

Nearly any commerce now burdens, obstructs, or affects the 
flow of trade among the states or with foreign nations. However, 
several orders restrict regulations to the United States and Canada; 
a few are applicable only to continental Umted States, Alaska, and 
Canada, but in general interstate and foreign trade may be con- 
trolled. Six orders provide for different regulations to different parts 
of the market areas. Five orders date back to 1933. Most have 
operated more than 10 years. One-third have been amended. Most 
of them have weathered a depression, a recovery, a recession, a 
war boom, postwar inflation, and the present readjustment. The 
life and stability of these programs indicate that properly formu- 
lated and applied, and well-administered, they can benefit pro- 
ducers without damage to other groups. 

Nearly two-thirds of a billion dollars of annual production is 
now regulated by fruit and vegetable orders. Nine programs 
affected more than 5,000 producers each, the farm value of their 
annual production ran^g from $25,000,000 to $90,000,000. 
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Administrative Agencies 

Tie ultimate goal of producer welfare is tie reason tiat most 
control committees are weigited ieavily witi grower representa- 
tion. Tie need to recogniase handler interests and to utilize tieir 
skills results in inclusion of handlers either as voting members or as 
advisers to grower committees in most programs. Final authority 
rests with the Secretary, to whom committees recomTnend specific 
regulations for clearly defined markets and periods by tie methods 
authorized in tie orders. The Secretary has broad powers. He 
chooses committee members from nominees selected by the in- 
dustry; designates agents to act for him and all acts of committees 
must be approved by him or his agent to become binding; he may 
remove any oflScer; suspend or revoke any regulation; he must 
approve budgets and assessments; he may substitute another 
agency for the committees; he may suspend all or part of a program 
if it does not contribute to the objective of the act. Nothing in an 
order may limit the rights of the Secretary to intervene. As a result, 
no committee member is held personally liable for actions under the 
order except those actions involving dishonesty, willful misconduct, 
or gross negligence. 

Thirteen orders provide for a single administrative committee 
although informal subcommittees may be established. Six programs 
provide for handler advisory committees and two orders establish 
district advisory committees to assist in formulating regulations, 
but not to vote on them. Four provide for district committees to 
formulate district regulations subject to disapproval by the area 
committee. Membership ranges from six to £5 persons. Five com- 
mittees are composed of growers only. Growers are given one vote 
each m one district in choosing nominees. Handlers vote for 
handler-members either personally or by relative volume of 
business. 

At least a full majority of the committee is required to forward a 
recommendation to the Secretary. Some orders require a two- 
thirds vote. Membership is distributed by districts and by affilia- 
tion, with a neutral member sometimes included, to prevent any 
single faction of an industry from controlling either affirmative or 
negative action. 

All committees are empowered to administer the order, to in- 
vestigate violations, and to recommend amendments. They are 
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required to mediate between growers, handlers, and the Secretary; 
to keep books available to the Secretary; to analyze growing and 
marketing conditions; to make audits; appoint employees; to give 
notice of meetings, regulations, and policies; and to provide in- 
formation requested by the Secretary. Some committees must 
publish monthly statements, make crop estimates, recommend 
changes in election or prorate districts, announce opening and 
closing dates for shipping, consult with other committees, under- 
take research or service work, or delegate limited authority to 
employees. Nineteen conamittees must promulgate, in advance of 
issuing regulations, a detailed shipment policy which will permit 
growers and handlers to adjust their operations to the contemplated 
regulations. Recommended regulations must be in accord with 
standards set out in the order and with the advance marketing 
policy, valid with respect to the act and consistent with its objec- 
tive and in each case supported by data and analyses. Activities 
of committees are further governed by requirements of the Admin- 
istrative Procedure Act, Department regulations published in the 
Code of Federal Regulations and committee bylaws. 

The Secretary may authorize committees to collect imiform 
assessments for expenses which are reasonable and likely to be in- 
curred, in accordance with an advance budget approved by the 
Secretary. Funds may be used only for purposes authorized by the 
order and such uses must be approved by the Secretary. Excess 
funds are either credited to handlers’ accounts or returned to 
handlers at the end of each marketing season. 

Methods of Begvlation 

No court decisions mdicate precisely the scope of regulation 
which may be permitted under the broad provisions of the act. 
Many different methods have been used, but most of them may 
be classified within a few major types, namely: (a) Begvlation of 
quality. This is usually accomplished by specifying the grades and 
sizes of the product which may be shipped to market, (b) Regula- 
tion of quantity. This method of regulation involves the establish- 
ment of the quantity of the product which may be shipped to 
market during any specified period. The total quantity is allocated 
among all handlers on the basis either of past performance of 
handlers or the amount of product each handler has available for 
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current shipment, (c) Reserve pools. This involves the establishment 
of a reserve pool of the product, and the equitable distribution of 
returns derived from the sale thereof, (d) Surplus control. This in- 
volves determining the extent of a surplus, providing for the con- 
trol and disposition thereof, and equalizing the burden of surplus 
eUmination among producers and handlers, (e) Unfair trade prac- 
tices, A method may be provided for prohibiting unfair methods of 
competition and unfair trade practices in the handling of agricul- 
tural commodities, (f) Price posting. This involves the requirement 
that handlers jSle their selling prices, and such handlers are not 
permitted to sell at prices lower than such prices as filed. Handler 
may change the prices at any time, but adequate notice must be 
given thereof. 

Limitation of shipments to particular grades and sizes has been 
authorized in SO programs and 13 have provided for minimum 
standards. Two each have authorized limitation by grade only or 
by size only. Two each have provided for minimum quality and for 
minimum maturity and one has specified pack requirements. Seven 
have authorized control over rate of flow to market, two of these 
specifying daily control and four authorizing shipping or loading 
holidays. Six orders have provided for diversion to secondary 
outlets. One program provided for price posting, and two have 
defined and prohibited unfair practices and methods of competi- 
tion. 

Trade channels, trade areas, or outlets other than those specified 
are exempted from regulation. Emits and vegetables for canning or 
freezing cannot be regulated by Federal orders, except for asparagus 
and olives. Charity, relief, express, parcel post, and minimum- 
volume shipments are usually exempted. 

All orders require reports as requested by the committee or 
Secretary in order to check compliance, the fulfillment of the ob- 
jectives of the Act, and the degree to which antitrust exemption is 
abused. Most of them require manifest reports with detailed in- 
formation on each shipment. Standard forms are provided and the 
extent and frequency of reporting are minimized. Confidential 
matter is carefully protected against disclosure, by the law, by the 
terms of the orders, and by the regulations of the Department. 

Enforcement 

Three methods are authorized in the act: Civil damages triple 
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the value of overshipment; restraining orders or injunctions; fines 
of $50 to $500 after conviction in a criminal action. Most cases in 
recent years are outright violations and the infrequent fruit and 
vegetable action is usually prosecuted under the criminal-’penalty 
section. Any handler may petition for relief from any order or 
regulation. While the petition is pending, he is protected against 
criminal prosecution. Procedure is outlined in detail for handling 
such petitions and for appeal to the courts from the decision of the 
Secretary. The agreements and orders programs are protected 
against whimsical or capricious administration by any person at 
all stages from formulation through the issuance of regulations by 
the Secretary. 

Procedure for amendment is much the same as for formulation, 
except that less time for notice may be required. 

AH, or any provision, of an order must be terminated if the 
Secretary finds that it does not contribute toward the objective of 
the act. No regulation designed to raise prices above parity can be 
issued. On petition of producers of at least 50 percent of regulated 
volume, the Secretary must terminate the program at the end of the 
current season. Benefits, privileges, and immunities terminate 
then, except for acts committed during the operation of the pro- 
grams. The administrative committees become trustees and 
liquidate the assets of terminated programs. 

Summary 

Agreements bind only signers and therefore are not effectuated 
unless parallel orders binding on all handlers are issued. Procedure 
for operations from initiation through formulation, effectuation, 
and issuance of regulation are specified in detail in law and in 
published regulations. Oders are applicable only to specified com- 
modities and channels of sale. They may contain terms which have 
been used mostly for limitation of shipments to particular grades 
and sizes; minimum standards; rate of flow control; and surplus or 
diversion control. Agreements are effective as declared by the Secre- 
tary. Orders must be approved by the large majority of growers 
and usually by handlers. More than 60 programs have been 
effectuated since 193S. Twenty-two orders now govern marketing 
of an annual output of fruits and vegetables valued at about $650,- 
000,000. Grade-size control is most frequently used since it is 
equitable, easy to administer, and effective. Exemption clauses 
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prevent hardship to individuals or regions. Except for two western 
citrus industries, rate of flow control is used as an auxiliary to 
grade-size regulation. This method requires careful proration and 
provision for adjustment of allotment. Surplus control devices are 
used mainly for such products as nuts and hops. In general, the 
long life of these programs indicates that they are effective — ^when 
properly applied and administrated — ^in maintaining and establish- 
ing incomes to growers in the interests of the general welfare. 



FLORIDA CITRUS AGREEMENT 
H. G. Hamilohdn 

University of Florida 

A DISCUSSION of the Florida Citrus Agreement should be 
prefaced with a brief accoimt of the operations of the Florida 
Citrus Growers’ Clearing House Association, because the pattern 
of government regulations was foreshadowed by this organization. 
The Florida Citrus Growers’ Clearing House Association was in- 
corporated under the cooperative statute of Florida and conformed 
to the Capper-Volstead Act. Federal and state agricultural workers, 
commercial people from within and outside the state, and growers 
aU had a hand in its organization. However, as early as 1888, long 
before people outside the state became interested in the Clearing 
House idea, and from time to time after this date, the Proceedings 
of the Florida Horticulture Society refers to the desirability of a 
citrus czar, or an over-all organization, or some government pro- 
gram that would enable the industry to control itself. The objec- 
tives of the Florida Citrus Growers’ Clearing House Association 
were: 

1. Standardizing of grade and pack. 

Prohibit movement in interstate commerce of poor grades and sizes. 
S. Regulate weekly shipments to insure an orderly tune distribution. 

4, Regulate shipments to auction markets to insure an orderly place 
distribution. 

5. Advertise. 

6. Minimum prices or a floor under prices which would at least return 
cost of production to efficient producers. 

The standardization of grade and pack program accomplished 
much and a good beginning was made in advertising. 

Regulation of shipments to market and proration to auction 
markets failed for three reasons. First, those firms outside the 
Clearing House nullified the efforts of those firms in the Clearing 
House by increasing their shipments when the Clearing House 
decreased the shipments of its members. During one allotment 
period the 20 percent outside the Clearing House shipped 50 per- 
cent of the fruit. Second, when the non-members persisted in over- 
shipping, members began to violate their allotments because they 
felt that they were left holding the bag for the non-members. 
Third, no equitable method of making allotments was ever de- 
veloped. 
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The Clearing House never marketed or had direct control over a 
box of fruit. It attempted to achieve its objective by controlKng 
the marketing firms. 

Although at one time 80 percent of the Florida citrus crop was 
handled by firms affiliated with the Clearing House, it was short 
lived, operating from the beginning of the season to the 

Fall of 1933. 

When Federal statute provided for a means of bringing the entire 
industry under control it was immediately endorsed by those who 
had supported the Clearing House movement as a method of ac- 
complishing, with Federal law, what the industry for four years 
had failed to do on a voluntary basis. 

On May 8, 1936, Marketing Agreement No. 64 became effective. 
This agreement provided for regulation of weekly shipments and 
grade and size restrictions. No provision was made for proration to 
auction as was the case in License No. 95. The basis of making 
allotments was changed from past performance to an option of 
past performance or current control. This agreement was thrown 
out by Federal Court order in 1937 after operating less than a 
season. 


Order No, SS Covering Florida Citrus Fruit 

Since February 1939, the Florida citrus industry has been 
covered by Federal Order No. 33, which is a grade and size regula- 
tion. The experience of two agreements providing for regulation of 
weekly shipment had convinced Federal authorities that conditions 
in the industry were not conducive to a volume regulation. Because 
many growers will not enter into an agreement with marketing 
firms to handle their crop before the season opens there is no way 
of making allotments on the basis of current control. Federal au- 
thorities have, I believe, held to the opinion that there has not been 
an equitable method of making allotments, except on the basis of 
current control. It is of interest that Order No. 33 dropped both 
weekly volume regulation and auction prorate, leaving only grade 
and size regulations. However, in 1946 the order was amended to 
provide for shippmg holidays during the period December £0 to 
January £0. But no more than two holiday regulation periods may 
be instituted in a season and then for not more than a total of 
fourteen days. By this amendment a step back to the regulation 
of volume was taken, although it was rather minor. The shippmg 
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hoKday is of questionable value. If the trade anticipates a holiday 
regulation, they are likely to buy enough supplies to carry them 
through the holiday. 

Since the order became effective, a period of little over 10 years, 
there has been 168 orange, 169 temple orange, 114 grapefruit and 
84 tangerine grade and size regulations instituted. In addition, 
there have been four or five periods when all shipments of certain 
varieties were prohibited. 

Regulations have varied in length from a few days to several 
weeks and have averaged about two weeks. Some regulations 
have been very restrictive prohibiting perhaps for some marketing 
periods ^5 to 40 percent of the fruit harvested from moving to the 
market. Other regulations have restricted only a very small percent 
of the crop from moving. 

The order is administered by eight growers, composing the 
Growers’ Administrative Committee and eight shippers, composing 
the Shippers’ Advisory Committee. Members of these committees 
are nominated by the industry and appointed by the Secretary. 

Benefits of the Program 

One of the objectives of the program has been to maintain a 
tmif orm high grade of product on the fresh market. It is the general 
opinion of the industry, in which I concur, that considerable has 
been accomplished in this field. Certainly some low grade fruit has 
been kept off the fresh market and diverted to the processed mar- 
ket. It does not follow that the processed product has been hurt as 
a result of this, because citrus fruits which are considered poor 
quality for the fresh market may be very good quality for process- 
ing purposes. A second benefit of the agreement has been that of 
excluding any grade or size fruit when the committee believed it 
would return red ink to growers. This relieves to some extent the 
burden of marketing cost placed on good grade fruit by tie-in sales 
when poor grades return red ink. Because growers object to close 
grading, which increases the cull pile, and because of the necessity 
of obtaining large volume for economic operations, any account 
sale handler is apt, perhaps unconsciously, to resort to the practice 
of tie-in sales. 

Another benefit is the development of statistics which the in- 
dustry needs in its operations- Statistics obtained for developing its 
marketing agreement policy are the only authentic data available 
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wLicli indicates the quality of the crop at the beginning of the 
season. Throughout the season data are compiled by weeks which 
show prices by sizes and grades. 

An important benefit of the program is the bringing together 
from time to time representatives of growers and shippers to study 
the marketing problems of the industry. These committees have 
gained considerable prestige which make them important factors 
in steering the industry along practical lines. This benefit is more 
far reaching than the interchange of ideas between the two com- 
mittees and their alternates. Anyone in the industry may be heard 
while the committee is in session, or, as often is the case, industry 
people express their views to their committee representative before 
action is taken. Perhaps the greatest educational value comes from 
the contact of industry people with their committee representative. 
Here committee members pass on to the laymen the thinking and 
reasoning of the committee. When education is tied to price or 
profit as is the case here, it speeds up the learning process. 

The benefit from the study of industry marketing problems is 
of course centered in the formulation of a marketing policy to be 
followed during the season. In some cases committee members are 
inclined to leave too much of this to the manager. The members 
should devote more of their own time in developing this marketing 
policy. In addition to the marketing policy formulated at the be- 
ginning of the season, marketing problems must be continually 
studied in light of ever changing conditions before recommendation 
for regulations are made. This necessarily requires a study of past 
regulations and an appraisal of the current regulations. A desirable 
feature of the Florida agreement is that regulations are subject to 
change upon the recommendation of the committees. 

Changing Conditions in the Industry 

Three marked changes have taken place in the citrus industry 
since the order regulating Florida citrus was instituted in 1939. 
First, Florida grapefruit production has doubled and orange pro- 
duction has more than doubled. Second, there has been a large in- 
crease in the percent of the orange crop processed. In 1939-40 
season, only 13 percent of the oranges were processed, in 1947-48 
season 50 percent were processed. It is believed that two-thirds to 
three-fourths of the crop may soon be processed. Apparently there 
will be frozen concentrate capacity in the state to handle 20,000,000 
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boxes of oranges, or one-third of the crop this year. Canners have 
capacity enough to easily handle a third of the crop. This change 
in the form in which fruit is being marketed is particularly signifi- 
cant since the present marketing agreement does not cover proc- 
essors. Should 75 or 80 percent of the fruit go to market in proc- 
essed form it may reverse the customary packing house operation. 
It is possible that with 75 percent of the fruit going to the processed 
market the fruit for the fresh market will be sorted out from the 
processed fruit at the processing plant. The third condition is the 
rapid rise and decline of the Texas industry, which may be tem- 
porary, and the failure of the California industry to hold the 
dominant place which it held for over 50 years. 

Agreement Still Effective 

It is usually assumed that the most effective regulations under 
Order 38 are those covering tangerines. The reason for this as- 
sumption is that Florida has no competitors in tangerines and any 
restriction of undesirable grades or sizes on the part of the Florida 
industry will not be replaced by additional supplies of low grades 
and poor sizes from other areas. In addition, a small percent of the 
tangerines are processed, hence those tangerines restricted by 
regulation do not later appear on the market in processed form to 
compete with the fresh product. While these two things are true 
this should not necessarily mean that benefit from orange or grape- 
fruit regulation may not be fully as profitable as tangerines. Where 
regulations are highly restrictive as when a large part of the 
product is diverted to processed form, it makes possible confining 
to the fresh market only the high quality part of the crop. This 
should aid in makmg advertising more effective and simplify the 
marketing operation because handling many grades and sizes is 
expensive and may be confusing to consumers. ^ITie process does not 
go so far as to not allow consumers a choice. Where a regulation is 
carried to this point, a part of the fresh market may be lost. Actu- 
ally, before we can know that our regulations are on firm ground, 
additional research is needed in the over-all field of demand, 
particularly at the retail level. 

It has been suggested that in addition to regulations the program 
serves a useful purpose in that it supplies a great deal of useful 
statistical data and is a basis of stimulating study by industry 
people of their marketing problems. 
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The Florida citrus industry, in general, is decidedly of the opinion 
that the present program is serving a useful purpose through its 
grade and size regulations, but, at the same time, it is convinced 
that the program is not adequate. Certainly a sizeable part of the 
industry believes that weekly volume regulations, with proration 
to auction markets, are desirable. A considerable segment of the 
industry believes that processors also should be controlled, al- 
though, it is diflScult to advance a good reason for controlling 
processors where only grade and sizes are regulated. Those who 
advocate brining the processor under the program are usually 
thinking of a program that would provide for allotments of 
oranges to certain uses such as fresh use, processed use, and pos- 
sibly for cow feed. But with the rapid changes taking place in the 
processing field this would be a mistake. 

If a method could be developed for maintaining equity between 
handlers with volume regulation it would be almost universally 
accepted. Notwithstanding the failures of volume regulation in the 
past, once without government participation, and twice with gov- 
ernment participation, the citrus industry, for over a year, has 
been perfecting an organization (Florida Citrus Mutual) under 
which it hopes to achieve, among other things, volume regulation 

According to a press report of July 23, 1949, Florida Citrus 
Mutual intends to institute a program of volume regulations as 
well as some other activities which if not identical with the ac- 
tivities of the old Clearing House are very similar to them. The 
program for the 1949-50 season as announced by the board of 
directors is: 

1. ^'Establish minimum prices for fruit utilized by canning and con- 
centrate plants. 

2. ‘^Begulation of volume of fresh fruit riiipments, with weekly allot- 
ments to riiippers on a past performance basis, adjusted as crop con- 
ditions may warrant. 

3. *nstabHsImient of minimum price on F.O.B. sales of fresh fruit 
whenever such minimum prices are necessary to stabilize marketing 
conditions and to achieve a more orderly distribution. 

4. ‘^Allotment of fresh fruit shipments to metropolitan areas, whenever 
such allotment becomes necessary with allotments to shipper, recog- 
nizing their historical position in such markets.’’ 

Florida Citrus Mutual is reported to have 80 percent of the fruit 
under contract for 1949-50 season. 

Among the directors of Florida Citrus Mutual are people who 
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have served on the administrative committees of Order S3 and 
others who were closely affiliated with the activities of the Florida 
Citrus Growers* Clearing House Association. At least some of these 
directors are aware that the week-to-week shipments of Florida 
oranges over a period of years have not deviated from the average 
any more than the weekly shipments have from California. In the 
face of all the evidence about volume regulation and the experience 
of the past, the Florida citrus industry believes that something 
should be done about controlling the industry in addition to grade 
and size regulation. 

The activities of the Florida Citrus Growers* Clearing House 
Association and the plans of Florida Citrus Mutual have been in- 
jected in this discussion to show the interest the industry has in 
industry programs. Most industry people feel that certain controls 
are necessary. They would prefer to have these controls without 
government participation> but most commodity controls are in- 
effective unless there is complete industry concurrence, rarely 
achieved without government participation. 

Industry people are also inclined to rely on a governmental pro- 
gram or programs to cure all their ills. The biggest problem that an 
individual grower or individual firm has is meeting the competition 
of his neighbors. Likewise the biggest problem that one segment of 
an industry has is the meeting of the competition of other areas. 
Government programs should not attempt, through subsidy or 
otherwise, to eliminate this competitive element in our economy. 



MAINE POTATO MARKETING AGREEMENT 
AND ORDER 

CSiUtliES S, Mebchakt 

University of Maine 

T he Maine Agreement No. 108 and Order No. 87 became 
effective November 15, 1948 and continued until June 30, 
1949. Establishment of the agreement and order followed the 
usual procedure outlined by the Secretary of Agriculture. The 
program in Maine covered the entire state rather than any area or 
areas of concentrated production of potatoes. Over 90 percent of 
the handlers of this commodity voted for its adoption. 

Specifically the marketing agreement and order stated that no 
handler of potatoes could ship any table stock potatoes of a variety 
or varieties of potatoes other than the Bliss Triumph variety, un- 
less such potatoes met the requirements of IJ.S. No. 1 or better 
grade, and were not less than inches nor more than 4 inches in 
diameter. The foregoing limitations on shipments of Maine table 
stock potatoes were not applicable to shipments of potatoes for 
export, or shipments in connection with government price support 
programs. 

The order was administered by a committee of eight members, 
consisting of five producers and three shippers or handlers of 
potatoes. An equal number of alternate members were selected and 
served when regular members could not attend. The members and 
alternates were selected to represent each important potato produc- 
tion area in the state. The term of office of each member and 
alternate was one year. The duties of this committee were to serve 
as intermediary between the Secretary of Agriculture and any pro- 
ducer or handler of potatoes in carryiag out the marketing agree- 
ment and order. Assessments were made against all rail and truck 
shipments to defray the expense of carrying out this program. All 
assessments above actual expenditures were refunded or credited 
on a prorata basis to all handlers. This meant keeping separate 
assessment accounts for nearly 2,000 handlers of potatoes. 

The program in Maine started with very little opposition. There 
were only seven handlers who took active opposition to the pro- 
gram, some of whom were also growers. In mid-marketing season, 
about February, all the handlers had withdrawn their respective 
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petitions and requested dismissal of their cases. Thus the program 
was received and carried out with little opposition. 

One year’s experience with the potato marketing agreement and 
order in Maine is insufficient to draw definite and final conclusions. 
However, the past season’s experience furnishes some indication 
of the desirable and undesirable features of such a program. 

Desirable Features 

The primary objective of this program was to supply the markets 
with potatoes of good quality and size. The size restriction for 
potatoes is considered a very desirable feature of last year’s market- 
ing program. However, more information is needed, both as to 
what sizes of potatoes consumers will buy at various prices, under 
various economic conditions when given a choice of purchase, and 
also the relative proportion of the potato crop falling within various 
size ranges over a period of years.^ 

Also, it may be considered an advantage to the industry if the 
potatoes shipped to the market are of U.S. No. 1 grade or better. 
In recent studies of potato quality, the Maine Station* has found 
potatoes with grade defects in several markets far in excess of the 
tolerances allowed for U.S. No. 1 grade. Thus, a marketing agree- 
ment and order might help improve the quality of potatoes on the 
markets. However, to accomplish this requires careful grading and 
inspection of all potatoes. It automatically makes these two 
operations compulsory on the part of the handler. The compulsory 
phase may be considered a desirable or an undesirable feature. 

Another advantage which is perhaps a complement to shipping 
only U.S, No. 1 quality or better is to encourage the consumption 
of more potatoes. 

The shipment of only U.S. No. 1 quality potatoes or better with 
a somewhat narrower size range theoretically should encourage 
better handling of potatoes through the various marketing chan- 
nels. Also, with a more uniform product of somewhat better quality 
the handling charges from the shipping areas to consumers should 
be slightly less, due to smaller losses and possibly to some increase 
in volume of sales. 

^ Merchant, Charles H. Oonmmers' Acceytanjee of Sized Poiatoss, Me. Agr, Exp. 
Sta. Bui. 465. December 1948. 

® Merchant, Charles H. and Woodward, Homer C, QualUy of PtAoioes in Retail 
Stores in Boston, Mass, and Maine Markets, 1948, Me. Agr, Exp. Sta. Bui. 466, 
February 1949. 



1246 


Chahubs S. Merchaot 


Undesirable Features of the Marketing Agreement and Order 

As commonly known, there is considerable range in the quality 
of potatoes which can be certified as U.S. No, 1. Under the market- 
ing agreement and order it is often to the financial advantage of a 
grower or shipper to crowd the tolerance permitted under U.S. No. 
1 standards. This is especially significant where the price differential 
is large between U.S. No. 1 potatoes and those of lower grades. 
This represents a real problem in grades and shipping-point in- 
spection work. When shippers are crowding the tolerances allowed 
under U.S. No. 1 they are also encouraging lenient shipping-point 
insi>ection. Both of these are undesirable. 

Closely associated with the quality problem is that of the cost 
involved in the grading and shipping-point inspection of potatoes. 
Inspection costs is an added expense to nearly all shippers, as 
normally inspection is not called for on all shipments. This addi- 
tional cost to many central and southern Maine producers was 
rather burdensome where they marketed small quantities at a 
time in nearby markets. 

For a marketing agreement and order to be successful satisfactory 
market outlets must be available for grades of potatoes not com- 
ing under the order. Unless the returns for the grades not permitted 
under the order are in line with U.S. No. 1 quality, growers and 
shippers are going to crowd the tolerances on all potatoes sold under 
the marketing agreement. In an area like central and southern 
Maine there are inadequate outlets for these poorer grades of 
potatoes. In these sections there were many more violations in 
proportion to the volume of potatoes handled than in the concen- 
trated production area of Aroostook County. 

Another disadvantage associated with the marketing agreement 
and order is that the consumer is left out of the picture entirely* 
Little or no attempt is made to find out what qualities are most 
desired. Some consumers have a preference for good quality, small 
size tubers. If they are unable to purchase the quality preferred 
they may reduce their consumption of potatoes. 

Truck shipments of potatoes make the control problem much 
more diflScult. 

Under the provisions of the marketing agreement and order, 
certain exemptions can be made. Care must be taken that these 
exemptions do not become the rule, and the marketing order no 
longer function. This is an administrative problem requiring un- 
usual skill for successful operation under certain conditions. 



ELEMENTARY ECONOMIC THEORY OP 
MAREETING CONTROL 


GeOBOE L. MSHBESf 

University of Califomta 

T he major objective of this paper is to determine the degree to 
which available theoretical concepts are used as a basis for 
control policy. Most administrative committees operating under 
the Agricultural Marketing Agreement Act of 1937 seem to be 
seeking maximization of long-run returns to growers. They appear 
to be motivated by a complex of goals. They are not free of many 
of the legal or other institutional constraints inhibiting the degree 
to which income can be maximized or the methods which may be 
used by private firms. Committees know that to maximize money 
returns in any outlet will often lower possible masima in other 
outlets or times; that heavy plantings may be induced; that the 
enabling statute prescribes a maximum of parity prices; and that 
where profit-maximization prices — ^which to individual firms stand 
as marginal revenue with respect to output — greatly exceed the 
mar^nal costs of shipping at allotted volumes, there will be univer- 
sal and powerful temptation to overship allotments or to move 
prohibited grades, sizes, maturities or packs by individual shippers 
still conscious of individual competitive identities. The goals of 
administrative committees appear to be no different from those 
governing policies of non-agricultural agencies large enough to 
manipulate one or more profit determinants in addition to their 
own costs of production. To formulate shipping policy or to use 
theory there must be a routine in the relations among long-run 
profit determinants, suflSciently simple to serve as the basis for 
regular and systematic manipulation of one or more profit-determi- 
nants. 

Net income to participating shippers could conceivably be in- 
creased through lowering costs of production or through monopso- 
nistic pressures on prices of resources used. Joint action in produc- 
tion processes is not authorized. Factor costs are ra3:cly if ever ma- 
nipulated. Market control in practice means the manipulation of 
selling prices or of demands. For effective operation, every market 
control agency must achieve sufficient power over one or a few 
determinants of selling price to change the industry into a single 
firm with respect to the controlled price determinants. Except for 
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indirect efiFects upon production and procurement activities, other 
price determinants are unaffected. 

Administrative committees are typically faced with a variety 
of specific questions : how much should be sold in all outlets over 
the season* what methods of limitation should be used; how should 
shipping rights be allotted; how should sales be allocated over 
alternative outlets; what are the optimum proportions by grade, 
size, maturity or pack; what time distribution will contribute most 
to the long-run profit goalPThere is another set of questions relevant 
to groups other than growers: how do various regulations affect the 
volume of business and operating margins for handlers in current 
and subsequent seasons; what happens to demand levels in other 
outlets or subsequent periods; what happens to volume of pro- 
duction of the regulated good in the regulated area or in competing 
areas; how is the output of competing goods affected; what happens 
to volume of consumption and the proportion of income required to 
command such consumption in total and by special classes if price 
discrimination is used? One test of the usefulness of theory is the 
degree to which methods for answering such questions are suggested. 

Methods of Income Enhancement 

Federal orders seek to increase incomes through manipulating 
total receipts and not by decreasing costs. They provide for ad- 
justments to given demands and for manipulating demands through 
central control over timing, constituency or allocation of sales. 
Product variation, intended to decrease substitution elasticities 
and thus to protect against lowered prices of competing goods, can 
be achieved only through grade-size controls. No direct advertising 
or other measures intended to lift demand levels may be used. The 
economic theory of federal marketing control is thus much simpler 
than that of state programs which may authorize joint control over 
the production function, factor-costs and both product variation 
and demand manipulation in addition to the techniques used in 
federal agreements and orders. 

To achieve price or demand control, shipping authority over all 
or a large part of industry output must be centralized in a single 
agency. This can be done by cooperative marketing, amalgamation, 
product differentiation by large handlers or by agreements and 
orders. Prices can be manipulated in many ways. Product differenti- 
ation may decrease substitution elasticities and the size of market. 
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Advertising may lift demand. Increased buying power will raise 
some demands. Weather clearly affects some prices. Volume, time 
and space distribution and freedom of wholesale receivers from fear 
of unexpected gluts will affect season average price. Allocations over 
alternative outlets will partly determine season average price and 
thereby season income for multiple-purpose products. Grade-size 
proportions affect level of demand as well as price. The net relations 
of these factors to price are often fairly well known. 

Prices varying with unknown factors, unsystematically, without 
stability or with such uncontrollable variables as weather, buying 
power, output of competing goods and perhaps over-all quality can- 
not be manipulated by joint action of growers or handlers. But 
within broad limits, other factors can be so controlled and net 
income thereby enhanced. To use most of these devices, two con- 
ditions are necessary: all handlers must participate; violations must 
be prevented. The techniques for such control may be classified 
into three groups; limitation, where the supply sold in any outlet 
or time is less than that which would move where shippers operated 
atomistically; diversion, where proportions sold in alternative 
outlets are different from those which would result from atomistic 
sale; and demand manipulation, where levels of demand are raised 
or maintained by control over timing, grade-size composition, 
spatial distribution or pack. So long as there are depressions, ir- 
regular outputs per acre of the regulated or competing goods and 
irregularity in other determinants of seasonal demands, there will 
be seasons in which demand elasticity for produced supplies is very 
low at the field level for industries which are well adjusted to long- 
run demand prospects. Under these circumstances, only marketings 
and not production can be controlled. For effective marketing 
control, all firms must take part and the temptation to violate 
allotments must be restrained.^ 

In a competitive industry, shipments will be continued until 


^ Limitation programs are not always confined to emergency years wh^ de- 
mands fall or yields rise. Capital — or acreage — ^may have become too large in face 
of the long-run demand outlook. At best, limitation eases liquidation through bank- 
ruptcy aud revaluation of assets or through tree or 'vine pulling. At wors^ it pre- 
vents effectuation of these adjustments whi^ alone touch die fundamental problexa. 
It is always dMcult to know when capital is redundant — as in 1929-1939 for many 
industries now prosperous and presently for industries which have lost regular ex- 
port outlets. Should trees and "vines be p^ed, requiring ye^ of gestation if de^nd 
again rises; or should such industries limit sales and maintmn producUve capacity in 
the hope that political differences and war wounds will be he^ed? 
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the expected average price at terminal falls to equality with realized 
average costs of harvesting, packing, shipping and marketing — or 
vihm field price falls to zero and there is no contribution to pro- 
duction or capital costs whatever. If — ^when demand falls or yields 
rise or even when an industry is just too large for its demand — ^sale 
of full production would reduce field returns to zero, there can be 
no successful or enduring limitation of marketing without full 
industry participation. With such full participation and with 
effective enforcement, field price may be raised by many methods 
towards but not to the monopoly equilibrium. Such control will 
always be unstable because price — ^which is effectively marginal 
revenue 'vriith respect to output for a concern still competitive in 
all of its production and procurement and in most of its selling 
activities — ^will always exceed the marginal cost of marketing at the 
quantity allotted to the individual. Thus the decisions of a control 
agency must have the full effect of law. 

In the short run at least, limitation will always involve hostility 
of interest between growers and groups of handlers, processors or 
consumers. 

Where only part of an industry participates in a program, limita- 
tion will always lift group returns but by less than were all 
handlers to participate. There will be two inducements to violate 
allotted shipping rights: realized price will exceed marginal shipping 
costs at allotted volumes for all individuals; outsiders will obtain 
a higher price as a result of limitation by participants and will also 
move a larger volume than they would without limitation. 

The effects of limitation cannot be measured unequivocally and 
for many of them, economic theory does not indicate either the 
data which must be obtained or the calculations which must be 
made in order to obtain answers. Limitation effectively translates a 
competitive industry into a monopolistic firm with respect to a 
very few price determinants but leaves most selling and all produc- 
tion and procurement activities unaffected. Marketing cooperation 
also means that with respect to some cost and price determinants, 
all or part of an industry becomes a single firm. However, the in- 
dustry formulates its own program and it is not effective unless 
large majorities favor effectuation. No limitation program can long 
endure if there is an unregulated minority willing to capitalize up- 
on restraints by other shippers while remaining free of any obliga- 
tion to limit sales. No complete monopoly is ever created by these 



Economic Theory op Marketing Control 


1251 


programs even in the few profit determinants which are controlled. 
There is no indication in the many years of operation of these 
programs that the competitive alacrity, self-respect or entrepre- 
neurial independence of growers and handlers is diminished. In 
view of the proper applicability of limitation programs to emergency 
situations in well-adjusted industries and the checks inherent in 
their prolonged use, it is doubtful that resource distribution is 
much distorted from the competitive norms. If limitation programs 
are effectively used in the two problems for which they are designed, 
they will in fact tend to prevent the deviation from competitive 
norms which result from the physical attributes of production* 
the small scale of output and the organization of marketing in 
fruits and vegetables. 

limitation raises aggregate net income by raising sales price in 
ranges of inelastic demand and by saving cost outlays in marketing 
the quantities which would be moved in the absence of control. 
Such limitation is not immediately desirable from the standpoint 
of any other group. However, the scale of operation, the rigidity 
of marketing costs, the physical characteristics of production and 
the inability quickly to adjust output, the sudden and uncontrol- 
lable deviations both in demand and in output and the organization 
of markets differentiate the produce industries from other parts of 
the economy. Limitation will always reduce the amount of goods 
consumed and thereby will damage consumer interests, althou^ 
total consumer expenditures may also fall and some income classes 
may be clearly benefited if limitation is associated with price dis- 
crimination. The maximum possible transfer of income from proc- 
essors, handlers or consumers to growers, is as discussed above, 
not often attempted. These groups may be benefited over the long 
run if controls maintain productive acreage which is economically 
profitable in face of long run demands but which would be destroyed 
because growers acting alone could adjust neither marketing nor 
production as demand changed or as yields per acre varied in a 
series of several seasons. With uncertainty of future demand, short- 
run transfers of income which facilitate maintenance of capital 
plant may not be hostile to long-run public interest. While the 
bankruptcy process would benefit other groups in the short-run, 
such gains in the form of more and cheaper foods and raw products 
might be more than countered by the rdief costs associated with 
general business failure. The major danger lies in the abuse of 
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Umitatioii to prevent desirable contraction in industries which are 
too large. Further, exaction of maximum possible profit in any 
season may damage growers through depression of demand levels 
in subsequent seasons and by inducing increased plantings of the 
limited product and its competitors. 

The major issue here is the alternative to limitation. If, without 
intervention, field price fell to zero and crops still lay unharvested, 
the costs of bankruptcy and relief would necessarily be incurred. 
Production control aimed at profit maximization would involve 
more stringent output control and higher prices with even greater 
transfers to growers than would limitation. Depending upon the 
support percentage and the level of parity, support prices could 
involve even more limitation and would unquestionably lead to 
production controls if prolonged. Compensatory payments with 
markets cleared would cost more to government than would price 
support whether with destruction, gift, diversion or storage. Such 
payments with storage may involve least cost to government and 
consumers if demand recovers fairly rapidly. Perishable crops with 
low demand elasticities cannot be stored effectively. Marketing 
agreements and orders will ordinarily mean less restriction of out- 
put and less cost to government than will production control or 
price-supports and compensatory payments when demand elastic- 
ity and demand levels are unusually low and support is calculated 
from a parity price based on years when demand was relatively 
high. 


Diversion PrograTns 

Where outlets are separable and leakage can be prevented, dis- 
criminatory pricing will yield higher returns to the group than would 
uniform monopoly pricing. Limitation in major outlets frequently 
requires control over other channels. Violations will be induced 
both by the fact that realized prices exceed marginal shipping costs 
and because price differentials induce handlers to buy low and sell 
high where such differentials exceed the cost of transfer between 
discriminated markets. Without central control, atomistic shipping 
patterns will lead to equalization of field prices in all outlets. No 
generalizations may be made with respect to effects upon consumers 
since different classes are involved. 

In limitation and diversion programs for staple crops and in 
markets substantially meeting the independence assumption, static 
theory lays out clearly the data which must be obtained and the 
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principles which must be applied in order to benefit growers. It 
also specifies major dangers to growers and indicates the divert 
gences of interest which may be expected. But neither here nor 
elsewhere are there theoretical techniques which effectively indi* 
cate the impact of such programs in welfare terms. 

Interrelated Demands 

Intra-seasonal programs are mainly intended to prevent glutting 
in one or a few outlets and its spread to other outlets. There are 
three main types of such controls: rate of flow where time periods 
are interrelated ; grade and size limitation; and minimum standards 
of quality, maturity or pack. 

Markets may be glutted because small-scale handlers who are 
distant from markets react simultaneously and alike in accelerating 
shipments in response to market opportunities, high holding costs 
or prospects of heavy shipments later in the season. But if all 
react similarly, expected prices may not be realized and actual 
field price may be reduced below zero. No order can eliminate the 
risk of demand changes over the transit period. Marketing orders 
eliminate the risk facing wholesale receivers that unforeseen acceler- 
ation of arrivals may occur. Price-falls at wholesale do not seem to 
accelerate retail purchasing until retail stocks are cleared. The 
effects of the glut may therefore cumulate over time. Pew facts on 
such interrelations are available but the interest of the wholesaler 
in margin rather than price makes such occurrences consistent with 
efforts of producers and wholesalers each to protect against un- 
foreseen changes in price or condition of products. Except to indi- 
cate that total sales may be increased and total receipts to growers 
may be enhanced without loss to receivers for whom a major risk 
is eliminated and with no loss to consumers who may obtain a more 
desirable pattern of purchases, theory does not indicate maximiza- 
tion adjustments or their effects in temporally interrelated markets. 
Actually, rate of flow control may be intended to reduce wholesale 
market risks and by reducing marketing costs, raise grower returns. 
Thus far, no facts are available to form hypotheses. 

Grade and size limitations have two declared purposes. First, 
heavy sales of some grades or sizes may bring losses. Second, there 
is evidence that flooding of one or more grades and sizes may reduce 
the level of demand in substitute classes if differentials become 
unsually large. Again no theory sets out optimum distribution 
prescriptions where demands for various grades and sizes are re- 
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lated. It appears that no damage is done to other groups when 
growers maintain the value of aggregate output by controlling the 
grade-size constituency of the sdes in related markets. 

Minimum standards of grade, size, pack or maturity have much 
the same objective. In response to individual opportunity or com- 
pulsion, handlers may increase their own returns by selling low 
quality or poorly packed products. They may thereby lower the 
demand for all classes of the commodity. Again there are little data 
on the effects of sales of low grade, small size or poorly packed 
products upon demand for other packs or grades and sizes. 

Summary 

Administrative agencies in marketing agreements and order 
programs apparently seek a price and profit goal consistent with 
long-run stability of income. Relatively few techniques of control 
are authorized. Production and procurement efficiencies are not 
sought through federal market control. Only the amount, the grade 
or size, the time or place distribution and the minimum standards 
of shipments may be controlled. Useful theory should set out the 
conditions for maximization and provide means to assess the im- 
pact of various programs upon growers, handlers, processors and 
consumers, Pederal programs are intended in the main to make 
possible a monopoly-like adjustment to demands or to manipulate 
demands by control of sales in related outlets. Individual firms 
therefore lose little of their competitive identity and may increase 
their incomes by differential skills or scale in producing, procuring 
supplies or factors, in differentiating their products, in sales pro- 
motion and in nearly all merchandising activities. Only one or a 
few price determinants are centrally manipulated. Programs in- 
volving limitation may be analyzed effectively in terms of available 
theory. Diversion programs involving price discrimination may also 
be handled effectively. Programs involving rate of fliow control, 
grade-size or other related factors and minimum standards cannot 
be €UiaIyzed in terms of existing static theory. No useful theory 
of related demands is yet available. The facts of market organiza- 
tion and operation on which such theory could be based are not 
determined. Few control boards — or anybody else — could unequiv- 
ocally predict the effects of manipulating any short-run price 
determinant in one market, in several independent markets and 
especially in interdependent markets. 



THE DEVELOPMENT OF BASIC DATA UNDER THE 
RESEARCH AND MARKETING ACT 


Haven C, R. Stewart 
Washington State Statistician 

A MONG all progressive and intelligent peoples of the earth, the 
quest for more and better information of all kinds goes for- 
ward year after year. This is as it should be, for **genus homo” still 
has a long road to travel to attain the perfection of complete knowl- 
edge and understanding of mankind, to reap the fnaits and com- 
plete fulfillment of man^s productive activities, and to j^d the 
answer or ‘‘reason why” for all things material or spiritual. From 
the earliest records of man on earth, there are several indica- 
tions of the use and importance of basic data. The Mandarins of 
old China and the Pharaohs of Egypt recorded production of food, 
fibre, and livestock, and used these basic data in formulating plans 
for future agricultural development. 

Among primitive people, however, the fight for survival was 
usually so important that hoarding of some food was about the 
only exercise given the grey matter of these pugnacious ancestors. 
During the colonization of our country very few records of crop 
acreage or production are found before the Revolution, and little 
desire on the part of farmers for state and national crop reports 
during the first third of the 18th century. Letters and reports from 
our earliest Presidents, principally Washington and Jefferson, indi- 
cated their belief in and use of basic data and other information 
concerning farming operations at Mount Vernon and Monticello. 
In 1830, Congress made the initial appropriation of $1000 for dis- 
tribution of seeds to farmers and for collection of agricultural 
statistics. 

During the 110 years that followed, work on basic data and 
related information for farm products, although it has expanded 
remarkably, has not developed in proportion to the increases in 
population, wealth, and complexities of our national agriculture. 
There is still a material lack of the basic production and marketing 
data needed for many phases of the agricultural program, both on 
a state and national basis. The United States Department of Agri- 
culture, through its Bureau of Agricultural Economics, has scien- 
tists and technicians who are fully capable of e3q)anding coverage 
and leading the work of collecting basic data, but facilities have 
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been lacking for anything like the complete Job these newer mar- 
keting studies and developments demand. Since World War II 
many marketing problems have been centered in specific regions, 
states, or counties. Demands for fundamental facts increase 
rapidly as unstable economic conditions threaten any local agricul- 
tural industry. 

These facts were recognized by Congress in a general way when 
preparing and passing the Research and Marketing Act of 1946. 
Section 20S of Title II of this act states in part, *‘The Secretary of 
Agriculture is directed and authorized to collect, tabulate, and dis- 
seminate statistics on marketing agricultural products, including, 
but not restricted to statistics on market supplies, storage stocks, 
quantity, quality, and condition of such products in various posi- 
tions in the marketing channel, utilization of such products, and 
shipments and unloads thereof.” Section 204 states, “The Secre- 
tary of Agriculture is authorized to make available from such 
funds such sums as he may deem appropriate for allotment to 
State Departments of Agriculture, State bureaus and departments 
of markets. State agricultural experiment stations, and other ap- 
propriate State agencies for cooperative projects in marketing serv- 
ice and marketing research to effectuate the pu3T)oses of Title 
II of this Act.” 

The Act apparently provides both a mandate and an opportunity 
to agriculture to get its research and marketing machinery in better 
order. Initial response to provisions of the Act has necessarily been 
slow, as its enabling features have required testing and experience. 
Also, it has taken about three years for many state, federal, and 
independent agencies to fuUy understand RMA provisions and to 
set up matching funds so projects could be submitted for approval. 
In his discussion of a paper titled “State Frontiers in Agricultural 
Statistics” presented by Arnold P. Benson at the September 13, 
1948, meeting of the American Farm Economics Association, R. E. 
Smith indicated that nine states had cooperative RMA projects in 
operation that were developing primary statistics and related basic 
data for fruits, vegetables, hogs, poultry, milk, grain storage, al- 
falfa dehydrating plants, and prices received by farmers. Mainly, 
emphasis on all of these has been placed on the development of 
data for areas smaller than the state, complete enumerations or 
sample surveys of acreage and tree numbers, monthly prices, and 
monthly marketings. 

Today, cooperative RMA projects of this type have been widely 
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extended. Allotment of matching RMA Title 11 funds, for develop- 
ing new basic information to improve marketing services, facilities, 
and outlets, are negotiated through the Production and Marketing 
Administration. The approved programs are carried out under 
cooperative agreement between that Administration and the State 
Departments of Agriculture, the State Bureau of Markets, or other 
appropriate state agency. Simplified procedures for PMA-BMA 
programs in states have encouraged many State Departments of 
Agriculture to begin work in developing much needed programs 
relating to marketing facilities, services, outlets, and information. 
A brief summary of the essential criteria or requirements in setting 
up an RMA basic data project may be of interest. These include: 

(1) An objective which promotes the welfare of agriculture within the 
purposes of the Act, 

(^) Cooperation of all agricultural agencies. 

(S) Formal cooperative agreements. 

(4) Appropriation of state matching funds. 

(p) C^rdination of the project programs to avoid duplication of work 
at a district, state, regional, or national level. 

As an example of an objective, consider the plight of filbert grow- 
ers in Oregon and Washington. Because of large filbert stocks on 
hand, average prices received for filberts by growers of the two 
states dropped from $551 per ton in 1945 to less than half that price 
in 1948. Producers appealed to Federal and State departments of 
Agriculture, and to their agricultural colleges for help in saving 
their industry. Interested agencies, including the Filbert Co-opera- 
tive, met and outlined a first objective which was, briefly, to ex- 
pand market information for filberts. The stumbling block to a re- 
liable market information program proved to be the lack of im- 
portant basic data of tree numbers by varieties and age groups. 
The most recent filbert variety survey was made by WPA in 1935 
and 1936, No basic data exists that would indicate probable trend 
of production in the immediate years to come, or show to what ex- 
tent tree removals have influenced bearing surface of filberts. As 
in most cases of a similar nature, basic data is the key that unlocks 
the door to a sound information program. Incidentally, a PMA- 
RMA sponsored project for filberts is now assured for both Oregon 
and Washington beginning in the next month or two. It will supply 
acreage, tree numbers by varieties and age groups, and production 
check data. 

Cooperation of all agricultural agencies is essential in planning 
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any RMA project, whether it relates to market expansion, basic 
data, or technical assistance. Every Federal and state agency that 
is connected in any way with a proposed project program should 
be given an opportunity to cooperate fully by taking either an 
active or advisory part in the program. 

Formal cooperative agreements are also an essential of each 
BMA, project. There are the formal agreements between the Pro- 
duction and Marketing Administration and the state agencies 
concerned, and also the agreements and working arrangements 
among the interested agencies within the States. Fortunately a 
majority of the BAE field offices have long had joint Federal-State 
programs in operation under formal cooperative agreements, 
chiefly with State Departments of Agriculture, but in some cases 
with the State Agricultural College. Since RMA has made such a 
strong point of this type of cooperative work, there is inducement 
for other State Departments of Agriculture to sign formal coopera- 
tive agreements with BAE and other agencies carrying on RMA 
project programs. In those states in which formal BAE agreements 
have existed for several years there has been relatively little diffi- 
culty in securing sponsorship of much needed marketing research 
projects. 

As previously indicated, one of the main reasons why RMA 
projects were slow in starting during 1947 and 1948 was that state 
agencies had made no provision for state funds for matching. 
Officials in charge of the administration of RMA look with consid- 
erable favor on marketing research or service projects for which 
state agencies are willing to bear half the expense. An appropriation 
by the state legislature is the best assurance to the Research and 
Marketing Administration that state agricultural agencies mean 
business. In some cases the State’s contribution may be partly 
through technical assistance employed with state funds. 

Perhaps the chief factor to be considered in developiag an RMA 
project is that of coordination of agencies and integration of the 
program. Functions of the Departments of Agriculture, Experi- 
ment Stations and Extension Services should be clearly outlmed to 
avoid duplication of work at county, district, state, regional, or 
national levels. The principal agricultural agencies in a State must 
work closely together if tike marketing program of each is to be 
successful. 

A few basic data projects are now in operation in the Pacific 
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Northwest Region, as well as state projects in Oregon and Washing- 
ton, and several new proposals have been submitted. One of the 
earliest projects to be developed related to the soft wheat industry. 
For at least two decades, marketing ,of soft wheat produced in 
Oregon and Washington and northern Idaho has been a “problem 
child” of the entire wheat industry. Wheat producers there gener- 
ally prefer to grow soft wheat to the hard varieties as the yield per 
acre is much higher. During the years when this country was at 
war, especially during World War II, production of soft wheat was 
considered as important as any other kind as it helped in the all- 
out drive to produce more food for domestic use and for our allies. 
At the close of the war, high production was still encouraged by 
government support prices, as it was necessary under the Marshall 
Plan to ship millions of bushels to starving people in foreign coun- 
tries, About two years ago, however, it became obvious to leaders 
in the wheat industry and to many wheat growers that as soon as 
requirements under the Marshall Plan declined, the Pacific North- 
west would be faced with a wheat marketing problem more diffi- 
cult than ever before. 

Credit should be given to E. J, Bell, Manager, and the Board of 
Directors of the Oregon Wheat Commission, for initiating a pro- 
gram directed toward solving the soft wheat marketing problem. 
Early in 1947 Mr. Bell and his organijsation began development of a 
Pacific Northwest wheat project. They realiased the opportunities 
for assistance under the Research and Marketing Act and were 
desirous of matching funds to secure every possible help in solving 
wheat marketing problems for the Pacific Northwest states. It was 
apparent from the start that any project work performed in Oregon 
would be of no value unless similar work was carried on in Washing- 
ton and northern Idaho, and there has never been any thought but 
that the project must embrace all three states. 

At the earliest meetings with the Washington-Idaho Wheat 
League, large producer groups and the Washington, Oregon, and 
Idaho State Departments of Agriculture and colleges of agriculture, 
Mr. BelFs plans were generally approved. From the outset the co- 
operating agencies found a dearth of information needed for ex- 
pansion of marketing services or developing new markets. Records 
were very incomplete regarding utilization and disposition of the 
Pacific Northwest wheat crop after it had left the grower^s hands. 
In other words, basic data were required, historically for as many 
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years as could be recorded for coastwise boat shipments, rail ship- 
ments, and foreign exports — all these by destination; also, quanti- 
ties of wheat used locally for milling into flour and feed, wheat 
utilized by feed mills, quantities of wheat sold or traded by farmers 
to farmers, and an accurate check of acreage and production of 
wheat by varieties. None of the basic data for these items were 
available at the time the project began. At the close of the fiscal 
year just past, results of work on the project indicate that the his- 
torical record on coastwise shipments and foreign exports of wheat 
has been almost completed. Records had been obtained from most 
of the larger wheat mills, and an enumerative survey of smaller 
feed mills was nearing completion. The project has been extended 
and broadened for the current fiscal year. 

Wheat variety surveys are now under way. Plans are being made 
to check railroad waybills in Milwaukee, St. Paul, Omaha, and local 
points within the state to obtain historic data of rail shipments of 
wheat by destination. 

From the original start made by Mr. Bell and his Associate Proj- 
ect Leaders, N. I. Nielsen, Agricultural Statistician of Oregon, and 
Professor Harrington of Washington State College, the program 
has expanded this year to cover work not only on basic data but also 
other marketing information and development of new market 
outlets. This was brought about by Sverre N. Omdahl, Director, 
Washington State Department of Agriculture, who made specific 
requests to the State Legislature and was provided with funds for 
matching purposes to aid in research and marketing problems of 
all Washington farm products, with special emphasis on wheat. 
After calling a meeting of leading wheat producers and interested 
agencies. Director Omdahl submitted project proposals to assist 
in carrying forward the original basic data project and also to pro- 
vide a new project aimed at developing both domestic and foreign 
markets for wheat. The new project will be closely coordinated with 
all other programs relating to Pacific Northwest wheat. 

Estimated total cost of the project for the first two years is 
$35,000. To maintain the new basic data series currently will cost 
at least $10,000 per year, and state agencies expect to carry on their 
full part of the program. The question uppermost in the minds of 
practical wheat men is whether this outlay of funds can be justi- 
fied. Evidence is overwhelming that returns from the investment 
will be far above the cost. For example, basic data already indi- 
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cates lowered sales of wheat and flour in the southwestern states, 
and if soft wheat sales there can be stimulated to regain lost ground, 
sales of wheat and wheat products will gam about three million 
dollars. Parallehng the basic data survey of wheat is one on trans- 
portation and rail rates by other than government agencies. Should 
the request for a downward revision of freight rates result in only 
a general reduction of one cent per bushel for wheat, the savings 
to producers would equal one million dollars. 

It would appear, therefore, that the Pacific Northwest basic 
data wheat project is both paying its way and paving the way to 
improvement and expansion of the marketing program. 

A fruit project started a year ago in Washington under coopera- 
tive agreements of the State Department of Agriculture and 
BAE’s Seattle office with PMA-RMA, has developed a series of 
apple prices by varieties and sizes for 1947 and 1948 crops using 
reported F. O. B. sales of nearly 30 million boxes of apples. Signifi- 
cance of this data is that it shows the varieties and sizes of apples 
that sell at premium prices, and those that fail to bring cost of pro- 
duction. Another phase of the project was a combination mail and 
enumerative survey of fruit trees and grapevines by varieties and 
age groups. Use of state horticultural inspectors to secure records 
from orchardists who failed to respond by mail, has not proved 
entirely feasible, but results for some counties have been excellent. 
A preliminary tabulation of growers* record cards indicates a large 
increase in acreage and tree numbers for many kinds of soft fruit, 
and indications of fruit tonnage increases in the next five years 
range up to 25 percent (for sweet cherries). Expansion of grape 
acreage provides the indication of potential production by 1954 of 
double the present production. Basic data on prices of apples and 
numbers of fruit trees and grapevines secured by this PMA-EMA 
project is an example of the type that brings immediate returns to 
farmers and fruit growers and their allied organizations. Similar 
projects are being successfully conducted in other States. 

Prom a personal viewpoint, the extra administrative and techni- 
cal work of carrying on RMA basic data projects in the state of 
Washington has been much heavier than first anticipated. This 
indicates the need for additional capable technicians in BAE field 
office staffs to carry on such work. Accordingly, my advice to agri- 
cultural statisticians about to embark on cooperative RMA basic 
data projects is to be certain of sufficient funds for another top 
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professional on the staff, in addition to the clerical workers usually 
supplied. 

In conclusion, basic data and related agricultural statistics are 
now being developed through cooperative RMA projects that would 
not otherwise exist* Of all activities tinder the Research and Mar- 
keting Act which may be undertaken to further research or to 
improve the marketing of agricultural products, basic data proj- 
ects will continue to develop the type of definite results that will 
be widely useful to all interests in guiding current and future pro- 
duction and marketing programs. 


DISCUSSION 

George A. Scott 
California State Siatistician 

The Research and Marketing Act greatly broadens the opportunity for 
Federal and State agriculturad agencies to assemble additional data about 
farm products, when these data are helpful to producers in working out 
more efficient marketing methods. With its country-wide network of field 
offices, the majority of which are jointly operated with state agencies, the 
Bureau of Agricultural Economics is in logical position to participate in 
this expansion of basic information, when the need for data dictates that 
such action is worth while and appropriate. Requests for new and detailed 
agricultural data pile up in the offices of the State Agricultural Statisticians 
testifying to the need fop more and better information in this field. These 
requests originate mainly among state and federal agricultural workers, 
and in producer groups seeking solutions of their marketing problems. 

My comments relate specifically to the topic as it applies to these state 
offices of Agricultural Estimates, Bureau of Agricultural Economics, where 
RMA project work may be carried on with cooperating state agencies. 
They are based largely on our two years’ experience with RMA project 
work in the California office. 

The California office began planning RMA projects in the winter of 
ld46Hfe7, and proposed specific projects early in 1^7. The State Legislature 
authorized and appropriated funds for RMA project work in the spring of 
1947 for use during the 1947-48 fiscal year. About a year later we were 
allotted limited federal RMA funds and given the green light for RMA 
project work, under standard agreement with the Production and Market- 
ing Administration. Thus, before July 1, 1948, only a small beginning was 
made on one project. State funds again were made available for the 1948- 
49 fiscal year, and by early July we had assurance of matching federal 
RMA funds. Two main projects were in operation throughout most of the 
last fiscal year, in addition, we completed a small special survey, and 
started another good-sized project. The total combined funds used by 
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Agricultural Estimates for EMA project work in the state during the last 
fiscal year amounted to $88,000. On one of these projects the coimties con- 
tributed additional direct assistance, amounting to approximately $25,000. 

One project supplemented and enlarged upon the annual fruit and nut 
acreage surveys carried on in the state, in which the acreage of these crops 
are recorded farm by farm, and are summarized by county, by age groups, 
by kinds, and by major varieties, and include records of pull-outs and new 
plantings. The second project was concerned with developing poultry 
statistics through sample interview surveys. The third was a survey of 
bush berries in the state. The fourth involves surveys of the progress of 
raisin harvest, and estimates of raisin production, for which most of the 
work will be done in August, September, and October of this year. All of 
these were begun with the intention of maintaining the series of data year 
by year, so far as they proved to be useful to producers in connection with 
their marketing programs. 

These projects have produced useful statistical data. However, some of 
our experiences with them have not been altogether happy, resulting in 
some sobering reflections. 

Most of our difficulties stemmed from the fact that the responsibility 
for practically all planning, administration, operations, tabulations, analy- 
sis and preparation of reports, fell upon regular stsk members who al- 
ready have overburdenmg demands upon their time. Thus, the BMA 
project work seriously interfered with the regular duties required of our 
staff. Moreover, under such conditions, full justice could not be done the 
new projects. You may well wonder why additional help was not employed. 
The answer is that it is not possible to find qualified people on short notice 
to step in and carry off these jobs; nor is it possible to attract or to em|^y 
capable men m positions that offer little assurance of tenure. We also 
grossly underestimated the amount of time required of professkmal staff 
members to carry out these EMA projects. 

Many difficulties and delays were encountered in setting up details of 
operation for proposed expenditiues, clearing schedules, hiring personnel 
under rigid state and federal Civil Service regulations, and related matters. 
In order to start an RMA project in our state, a proposed budget must be 
drawn up many months in advance, hoping that the State Legislature will 
approve, that the project will be approved in Washington, and that ade- 
quate matdiing fimds will be made avmlable. Thus, financial plans, and at 
least general work outlines, must frequently be developed a year or more 
ahead of actual operations Detailed plans for the conduct of a project 
must be worked out well in advance, and must be frequently revised to 
conform with funds finally allocated for the work. Many of these irritating 
and time-consuming details could be taken in stride if the statisticians and 
their assistants had adequate time to devote to them. 

We have also been requested to make special studies or surveys on riiort 
notice, after it is too late for sudbt projects to be included in our scb«luled 
program. Normally, little can be done about such requests because of ex- 
pected time lapses in clearance and approval. However, we were fortu- 
nately able to respond to two of them, because general provision had been 
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made for such situations, and one of our projects could be expanded or con- 
tracted to meet such emergencies. 

It seems proper to say here that many types of agricultural data have 
maximum value only when they appear in a contmuing series. Thus, it 
seems that proposed development of basic statistics under RMA projects 
deserves careful advance planning, and reasonable assurance that useful 
series will be continued. The uncertainty of simultaneously obtainmg both 
state and federal matching funds for such continuing work is a source of 
considerable worry. 

I suggest that State Statisticians exercise due caution, before new RMA 
projects are undertaken, to plan tbe work carefully in all its stages well in 
advance, to see that provision of both state and federal funds will be fully 
adequate to do the job outlined, and to assure the employment and train- 
ing of capable professional personnel to carry on the work. When state 
appropriations for such work are based upon forward budget requests, one 
can hardly expect to go through all the preparatory steps for a good-sized 
project in less than a year, and it may well take two years before everything 
is synchronized. 

Perhaps BAE could make more effective contribution to the develop- 
ment of basic statistical data for use in EMA programs, if more direct 
allotments were made to BAE by EMA. Such an arrangement would make 
for greater flexibility in operations, and would result in increased efficiency 
and uniformity m performance and results, especially when several states 
are involved. Proposed RMA projects relating to the marketing problems 
peculiar to a single state or to only a few states may best be carried on with 
matching federal and state funds. But it is believed that the procedures for 
implementing these cooperative projects might be simplifled without im- 
pairment of the controls that are necessary in accounting for the use of 
public funds. 



THE MAIUED INQUIRY AND METHODS OF 
INCBEASING RETURNS 


FiiOTO K. Reed 
Colmado State Statistician, 

T he mailed inquiry has provided the major source of informa- 
tion on the nation’s crops and livestock since Abraham 
Lincoln’s Secretary of Agriculture first sent out inquiries during 
the Civil War days of 1868. Significantly, it was learned at that 
time that the country’s food supply would be adequate to meet 
war needs. This method of obtaining up-to-date information re- 
gardingagriculturalproduction, combined with inquisitive and ob- 
serving field travel and contacts with individual farmers for certain 
types of information, has been the backbone of the country’s crop 
and livestock forecasting and estimating program for more than 
three-fourths of a century. With this long record of achievement, 
it would seem that much can be said in its favor and little need 
be said in its defense. More recently through a succession of years 
in World War II and down to the present, as late as August 10, 
1949, use of the mailed inquiry has proved its worth as a reliable 
source of information regarding production of the country’s crops 
and livestock. The crop and livestock reports compiled from this 
type of information during World War II formed the basis for es- 
tablishing a reliable food production and distribution program. As 
in 1863, but this time through six war years and subsequently, 
large crops were revealed by this source of information. Plans for 
effective use of our food supplies were and are predicated upon the 
reliability of data thus obtained. It seems now quite clear that when 
we were exporting large quantities of food to all parts of the world 
during these war years we could easily have exported ourselves 
into a condition of serious food shortage or even semi-starvation 
had these reports not been reliable. 

Much is taken for granted when we use the mailed inquiry as a 
source of information. In the first place, the mailed inquiry makes 
use of the facilities of the Post Office Department, a far-flung and 
wholly reliable government agency, in lieu of setting up an expen- 
sive field organization for making the necessary contacts. It as- 
sumes a high degree of intelligence, education, and ability on the 
part of recipients. It is one of the best illustrations of the operation 
of our democratic process wherein producers of crops and livestock 
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cooperate with a government agency in their own and the public 
interest* 

Other advantages of the mailed inquiry are its comparatively 
small cost, and the speed with which the information can be cleared, 
even in a country as large as the United States, through use of its 
eietensive and swift transportation system. The mailed inquiry 
makes farmers or ranchers feel that they have a personal part in 
making the report for their own industries. One who cooperates 
in filling out a mailed inquiry and thoughtfully makes a record of 
his judgment and knowledge probably comes very near giving his 
real views regarding the condition of crops or agricultural develop* 
ments in his locality. One who votes his convictions in the privacy 
of the voting booth might vote diiBferently if someone were looking 
over his shoulder. A substitute for this type of mass judgment or 
^*safety in numbers” factor in appraising the condition of crops or 
livestock would be extremely difficult if not impossible to devise. 
The use of this mass judgment factor has proved its worth many 
times. It is the foundation of the crop-forecasting system. The good 
j'udgment of many minds tends to give stability to the appraisal. 
Most judgment information has related to the condition of crops 
and livestock, but it has also been used to a limited extent in meas- 
uring the changes in crop acreage and in livestock numbers. In 
addition to j'udgment information, “sample” data concerning indi- 
vidual farm oi>erations, such as crop acreages and livestock num- 
bers, are obtained through use of the mailed inquiry. These form 
an essential part of the fact-finding program. 

If we were to sum up the advantages of using the mailed inquiry, 
we might list speedy economy y and reliability as the three great vir- 
tues of this method of obtaining information regarding the coim- 
try’s great and diversified agricultural plant. 

Problems and Difficulties in Securing Response 

Even with the three great virtues of the mailed inquiry, the very 
title of this paper implies that dfficulties are being experienced in 
obtaining adequate replies. This title might even imply that use of 
the mailed inquiry was on trial or was facing competition. Both 
inferences are at least partially correct. 

A comparatively recent inquiry to BAE field offices brought 
many remarks about the difficulty of obtaining replies to mailed 
inqinries, but there was little comment about the cause of poor 
response. If we are to tmderstand why we have problems of obtain- 



Thb Inquiry and Its Returns 


1267 


mg a sufficient number of returns or a sufficient percentage of re- 
turns we must first understand why we are experiencing these diffi- 
culties. Let^s think about these for a moment. 

Subsequent to passage of the Homestead Act of 1862, particu- 
larly in the West, the United States Government was viewed by 
many as big-hearted, a government which gave every man 160 
acres of land for the mere act of residing upon it and ‘^proving up.” 
The Government itself was a rather abstract or incidental sort of 
thing in the minds of many people. Many people weren*t conscious 
of the Government touching their daily lives to any considerable 
extent other than through the Land Office, There may have been a 
strong feeling in those days that only good came from government, 
partisan political feelings may have been less intense, and views 
on social philosophy were perhaps less controversial. Income taxes 
were for the most part nonexistent. In those earlier years and well 
into the present century, when farmers and ranchers received crop 
or livestock inquiries from a government agency, they viewed it 
pretty much as an honor or a privilege to furnish information to a 
generous government. Because the economy of the country was 
less involved than it now is, these inquiries were shorter and came 
less frequently. With economic problems becoming more involved 
and the agricultural industry more highly developed, these in- 
quiries have grown longer and the farmer receives them more 
frequently. Recently, in many cases, instead of feeling that he has 
been singled out as a person worthy to do his government a small 
service, he is inclined to look upon these inquiries as **just another 
of those things,” 

Only 15 years ago crop and livestock inquiries comprised the 
principal kind of franked or government mail received by most 
farmers and ranchers. In recent years they receive government 
mail from many sources and many of them give hours of their time 
to serving on government agency committees of various sorts. 
(Many also serve on county and state boards and committees 
not directly related to Federal government activity.) This leaves 
less time for fillmg out crop and livestock inquiries and many feel 
that in doing this type of committee work they are doing all the 
^‘useful citizen” work for which they have time. All these develop- 
ments have increased the difficulties of obtaining adequate response 
to mailed inquiries, but their growth was gmdiud the first half of 
that 15-year period. 

During World War 11 these aversions increased rapidly. Among 
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the causes were irritations resulting from price regulations and 
shortage of labor and material. During that comparatively short 
period income taxes came as a new experience to most farm and 
ranch people. Changes in farm ownership resulted in many old- 
timers who had been crop reporters for many years leaving the 
farm. In a goodly portion of cases they did not pass the crop- 
reporting responsibility to younger hands. Occasionally one meets 
an old-timer at agricultural meetings who points out that before 
retirement from the farm he was a crop reporter. One meets others 
who say, “I used to be a crop reporter but quit because of the pres- 
sure of other activities/* Still others adhere to the old bugaboo, “I 
used to be a crop reporter but gave it up because I felt that it was 
only for use of speculators/* 

These general considerations, together with the negative influence 
of much adverse criticism leveled at government in recent years, have 
greatly reduced returns. This, together with the very presence and 
demanding activities of many public agencies, has done much to 
dry up the source of information so fruitfully available through use 
of the mailed inquiry. The agricultural statistics agency needs the 
help of all these agencies in informing farmers and ranchers of the 
need for these basic facts and in overcoming the negative attitude 
toward furnishing them. 

If we are to increase both the actual number of returns to mailed 
inquiries as well as the percentage response, we must take steps 
to overcome these inherent difficulties. 

In light of the above obstacles, it appears that the kind and form 
of the questionnaire may be secondary to the inherent willingness 
of the farmer or rancher to respond. The questionnaire itself in- 
volves the mechanics of the problem, but the willingness to respond 
can only be increased by a broad-scale and continuous educational 
process. It is in this field that other agencies working with agricul- 
tural groups can be most helpful. 

Methods of Increasing Returm 

Methods of increasing returns may be divided into three cate- 
gories: (1) Appeal letters or letters of explanation; (*) the ques- 
tionnaire itself together with the mechanics of distribution; and 
(S) education as to the need for making the report. The educational 
aspects need immediate as well as long-term and persistent atten- 
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tion. This paper does not deal with the mechanics of selecting the 
correspondents or the methods of insuring proper distribution of 
returns. 

Appeal letters should be impersonal in an individual sense and 
free from reference to controversial subjects. Many people are 
public spirited, and an appeal to this aspect of citizenship or that 
the information is being obtained in the interests of the industry 
generally or the particular commodities which the individual pro- 
duces may be effective. Emphasis on the fact that response is vol- 
untary and that individual reports will be held in confidence has 
strong appeal. (The feeling on the part of many, however, that there 
is a relationship between reports and income-tax collections is 
difficult to overcome.) Pointing out that serving as a crop or live- 
stock correspondent will increase the individual's power of observa- 
tion and retention of information seems also to be effective. A little 
encouragement in the way of suggesting that the correspondent 
should not make too hard work of filling out the report is helpful, 
and statements like ‘^report for your own farm and in addition 
just put down what you know about conditions from your day-to- 
day observation in your locality’" are also helpful. If the recipient 
can be made to feel that it is in his interest to fill out the question- 
naire, he will be more likely to respond. As one of our reporters 
put it, **A man ought to fill out those questionnaires for his own sel- 
fish interest if for no other reason.” The old statement that **a 
man’s judgment is no better than his information,” followed by a 
reference to the effect that “working without agricultural facts is 
like working in the dark,” appeals to the practical minds of rural 
people. It is almost a duty to point out that having accurate facts 
regarding agricultural supplies is as important in making a profit 
in agriculture in these times as is use of new varieties, adequate 
fertilizer, and control of insects and diseases. Pointing out this im- 
portant fact is an essential part of the Immediate, as well as the 
long-term, educational program. Mr, Creer of our Montana office 
has developed a short appeal letter which starts out, “Has someone 
been kidding you?” He then goes on briefly to shoot down the clay 
pigeons regarding the impression that facts concerning agricultural 
production are for the benefit of the speculator only* Some years 
ago the Colorado office developed an appeal letter which started 
out, “There’s no use kidding,” and then took the farmers and 
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ranchers into our confidence regarding the fact that returns were 
becoming inadequate for proper service to the industry. This met 
with fine response and did much to increase returns. 

It isn’t practicable in a paper of this sort to deal with all the ways 
of appealing to rural people for cooperating in returning mailed 
inquiries. Yet a few additional points should probably be men- 
tioned. No effort should ever be made to make replies compulsory. 
My experience in studying the Japanese crop-reporting system re- 
vealed that, even in a country like Japan where requests were 
mostly orders, the agricultural statistics data had a pronounced 
downward bias resulting partly from this compulsion factor. The 
situation there, as in some of the war-torn European countries, 
was no doubt aggravated by the exacting food-collection system, 
but the principle of what happens under compulsion is well illus- 
trated. Because of the rather serious nature of the business, any- 
thing of the ^‘atta boy” or “let’s die for dear old whozis” nature 
would probably have little appeal. It would be more likely to bring 
criticism. Likewise, an appeal of the sort that implies “this will 
be good for the crick in your back” will not bring results. The 
appeal must be sincere, informative, realistic, and to the point. 

Coming now to item number two, the schedule itself should not 
be unduly long and it should have definitive application both 
locally and to the problem at hand. The question should be clear 
and the mailing data timely. No questionnaire should prompt a 
reaction like the cartoon which appeared during the mid-war 
years. The scene pictured a farmer and his wife sitting around the 
livingroom table in the evening. The wife had just opened a letter 
and was saying to her husband, *Tt’s from the government, Pa. 
It’s about that plow you ordered. They want to know what you’re 
going to use it for.” 

The mechanics of obtaining responses are pretty much a sepa- 
rate consideration. One thing seems important— it should be readily 
possible for one who is willing to serve as correspondent easily to 
identify mail originating from the crop-reporting office. Use of 
window envelopes with the individual’s name on tie schedule has 
proved a stimulant in some cases. One of our offices sends out a 
simple “pre-survey” card reminding the folks that in about a week 
they will receive an important inquiry form and that it will be 
appreciated if they will fill out the inquiry and return it promptly. 
Placing of special words on the envelope or on the schedule, such 
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as "Tlrgent,” “Answer Requested,” “Please,” “Special Crap In- 
quiry,” etc., make their own special appeals. During the war the 
Colorado office stamped the outside of the envelope with “War 
Emergency Makes It Important That You Return This Inquiry 
Regarding Food.” The immediate response to this appeal was 
tremendous. (Even using this stamp on inquiries going to broom- 
corn growers didn’t seem to minimize its usefulness.) The signifi- 
cance of this particular phrase was that it had strong appeal be- 
cause it was tied to an important cause. Others can be devised to 
meet current conditions, and although they may not have the 
strength of appeal the war had, at least they will make individuals 
feel a personal responsibility in giving a complete reply. Appeal to 
what is sometimes called “sweet economic reasonableness” is un- 
likely to be effective in dealing with rural folks. 

We come now to item three which to me is the most important 
phase of this work and one that needs the most attention by the 
most people — ^the educational phase. The discussion so far should 
have made clear that a small organization like the present crop and 
livestock estimating organization cannot cope with the broad-scale 
need for education in this field. It is a job for many. Farmers and 
ranchers thenaselves are the main source of accurate information 
regarding crop and livestock production in its various phases. It 
would seem therefore that the matter of cooperating in a phase of 
work which has such an important bearing on agricultural problems 
should be emphasized in the educational sj^tem, including the rural 
schools. There should be a place for emphasizing the need for farmer 
assistance in this work in the vocational agricultural program, the 
college economics courses, and in the program of the Extension 
Service. It would seem to be as important that a farmer or rancher 
leam through his educational process about the part he can play in 
developing facts about his industry as it is that he know how to 
farm well or how to manage livestock intelligently. Personnel of 
government action agencies, who frequently hold meetings with 
groups of rural people, should emphasize this point. This might well 
be an important phase of the educational program of the Exten- 
sion Service. 

Officials and directors of commodity group organizations, such 
as potato, sugar beet, wool growers associations, should be requested 
to call the attention of their membership to the importance of re- 
turning the inquiries they receive, from which important economic 
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facts bearing on tbeir commodity are developed. The importance 
of this action should be brought to the attention of leaders of the 
large farm organizations. We have worked with all these groups 
in Colorado with considerable success, but this matter needs to be 
frequently emphasized. The importance of returning these in- 
quiries which are the fact-gatherers for the agricultural industry 
won’t go across in one easy lesson. It must be emphasized by repe- 
tition, much like the Negro preacher who, when asked why he was 
so successful in getting many conversions, replied, “First I tells 
’em what I’se gwine to tell ’em. Then I tells ’em. Then I tells ’em 
what I told ’em,” So it is with the educational process of increasing 
mailed inquiry returns. It must be emphasized in spring, summer, 
fall, and winter. A principle of salesmanship is that you can sell a 
commodity if you can make the customer want it. Mailed inquiry 
returns can be increased by making the respondent want to fill out 
the inquiry or through making the remnder so pleasantly irritating 
as to insure a return for the sake of gaining a clear conscience. 

Persons of all government agencies which contact farmers should 
say a good word for the mailed inquiry. Since all need the facts 
which these inquiries develop, all will benefit from the results. 
Good percentage response, in addition to making the data more 
authentic, will cut costs and cut wear and tear on brake linings of 
rural mail-carrier automobiles. There should be a joining of hands 
on the part of aU groups that have an interest in and a need for 
these basic facts. 

Careful thought should be given to current and future needs for 
factual information. Many times in the past there has been de- 
mand for historical data which, because they were not currently 
compiled, were gone forever. With this lapse of time any facts de- 
veloped subsequently would of necessity have to be of the “crystal 
ball” nature. 

In many respects a nickel’s worth of statistical-gathering ma- 
chinery is available to cope with a dollar’s worth of problems which 
need reliable statistical and economic facts for intelligent solution. 
It would seem, therefore, that for the present at least the best alter- 
native is to continue to make the mailed inquiry effective and to 
improve its results as much as possible. (Here again let me point 
out that some of the usefulness and advantages of the mailed 
inquiry could not be exceeded even with expenditures of large sums 
of money.) Recognizing the democratic principle embodied in use 
of the mailed inquiry to the voluntary reporter, and'the assurance 



The Mailed Inquert and Its Rbttjrns — Discussion 1^73 


of continued large rewards, the helping hand of all agencies should 
be extended in its support and improvement. 


DISCUSSION 

R. K. Smith 

Bureau of AgncuUural Economics 

More and more, efforts have been made to improve on the many phases 
of mailed sampling techniques. This has led to research in sampling by 
mailed inquiry along the following lines: 

(1) Design of questionnaires 

(a) Characteristics of respondents and factors affecting response 

(3) The use of controlled and semi>controlled mail sampling 

(4) Techniques involving repeated mailings and follow-ups 

(1) Design of quesiionrumes. One of the principal faults of many ques- 
tionnaires is that there is so much to ask and explain that the printing has 
to be extremely small to get it all on the schedule. 

When the proposal to shift the Prices Received schedule to larger type 
was made, a method for testing response was set up in four mid-westem 
states. One group received the old type schedule and the second the new 
which is set with larger sized type and in which much of the explanation 
appearing on the old type schedule has been eliminated. New respondents 
were also separated into two groups and sent the two tyi)es of schedules. 
So far the record of returns from the two questionnaires indicates no sig- 
niffcant differences as to the rate of returns between the new and the old 
for either the regular reporters or for the tryouts. 

Another experiment has been tried in Tennessee and Kansas involving 
the Prices Received questionnaire. This questionnaire is rather long; it 
contains about 50 questions on prices and goes each month to buyers of all 
kinds of farm products. Often a particular reporter handies only a few of 
the items covered. Pour short separate questionnaires were designed, with 
the commodities grouped so that the respondent on a particular list would 
be handling most of the commodities on whidli prices were asked. The re- 
sults have been carefully analyzed and in neither state does the ‘‘T test** 
indicate a significant difference between the prices reported on the r^ular 
schedule and those reported on the split schedule. The percentage of return 
from the split questionnaire was higher but in terms of total number of 
price quotations per questionnaire nuuled the regular inquiry was more 
efficient. Generally, it resulted in a Icurger number of price quotations for a 
particular item than did the short schedule. 

It has been found that often leading questions relating to some general 
item OP items will have puUmg power and will encourage returns from re- 
porters who have few or none of the items being sampled. For a long time 
many of the special surveys used by Agricultural Estimates have carried 
questions of a general nature, primarily for their pulling power. Obtaining 
reports from the so-called "Wo** reporter is of utmost importance in 
m^ed sampling. 
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“Eatigue” in reporting has been generally accepted as a major influence 
in response, both on mailed and interview surveys. Some recent explora- 
tions into tiiis field reveal that response is not always closely correlated 
with length of questionnaire. It is evident that the “interest” factor is a 
major influence in offsetting fatigue. 

Tests on the effect of using airmail for sending and returning schedules 
showed a significant difference in the rate of response when airmail was 
used. The gain in one instance when airmail was used both out and back 
was as much as 30 percent. 

Back in 1940 Illinois tabulated 26 percent of the number of question- 
naires mailed for an August cattle on feed survey. That inquiry contained 
only five questions; it was mailed to a developed list of reporters. Contrast 
this with the returns of 72 percent from the July 1, 1949 cattle on feed 
questionnaire in Illinois which contained 32 items. We need more research 
into response on questionnaires that yield a high return. 

(2) Characteristics of respondents and factors affecting response. A number 
of studies have been made on differential response to mailed inquudes, es- 
pecially in connection with controlled and semi-controlled mailed sam- 
plmg Analysis made of the returns from a controlled mail survey on live- 
stock showed significant differences in response, with farms having large 
numbers of cattle more likely to reply than those having small numbers. 
For hogs, however, farm operators with large numbers were less likely to 
respond. On this same survey it was found that response varied according 
to age of the operator, with the middle age groups showing the highest rate 
of response. A mailed survey in January 1948, on livestock, grain stocks, 
and tractors revealed a tendency for “farms with no tractors” to respond. 
In delving more deeply into the problem of response, more work needs to 
be done on studies where social and economic status of the reporter is as- 
sociated with response. 

(3) The use of controlled and serni-cordrdled rmd sampLmg. Various inter- 
view surveys made in January 1947 and in April and September 1948, 
provided the basis for controlled mailed sampling for five surveys dealing 
with electricity, livestock, grain stocks, tractors and meat curing. In some 
of these surveys returns from mail inquiries so closely represented the 
parent sample on certain check or control items that no special adjustments 
for differential response were needed. For other items the response was 
selective and adjustments were needed. 

In semi-controlled maOed sampling, certain data, which have a high 
correlation with the item or items to be estimated, are abstracted from the 
State Farm Census or other major surveys, for each prospective respondent 
who is to receive a mailed inquiry. It is possible, therefore, to determine 
beforehand how well the sample reflects the universe by comparing aver- 
ages of the control items for the sample, with averages for the same items 
from the State Farm Census or other major survey from which the sample 
was drawn. 

Our experience in using this method has been exceptionally good. Analy- 
sis of the control data for the mailed returns supports the general belief 
that crop reporters are a selective group. 
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(4) Techniques iwoohmg repealed Tnailings and foUow-ups* Studies have 
been conducted to determine the effects of repeated mailing and follow-up 
techniques on sample averages. The Wyoming Livestock Loss Survey dis- 
cussed by Mr. Enutson showed that the sample of nonrespondents had 
smaller losses on the average than those who replied. In general, the first 
wave of returns from a survey on a specific item tends to include reports 
from individuals who have something to report and who are most inter- 
ested in the subject. Those with small numbers, or those having none, are 
inclined not to send back the questionnaire. Repeated mailmgs or follow-ups 
encourage a response from those who failed to return the first questionnaire 
received. Li some cases each follow-up return progressively yields a smaller 
average, thus tending to lower the average for the entire survey. 

Data from repeated mailings tabulated separately for the purpose of 
-stdSfying response show that in many cases the percentage response to a 
second request is as large or larger than from the first mailing. 

There is a study on use of special envelopes that is just starting which 
will be of interest to this group. Mr. McCandliss of our Mississippi office 
has designed a special, distinctively marked outgoing and return envelope 
to be used for our General crop surveys. With the permission of the Post 
Office Department the effect of these envelopes will be tested in five states 
during the next few months. It is hoped that the envelopes will (1) incTease 
the total response and (2) cause replies to be returned more promptly. Both 
oi these hypotheses are to be tested. 

Condusions 

Tliere are other illustrations of new developments in mailed sampling 
which have not been mentioned. Some studies and sampling schemes have 
been covered only briefly and others omitted because they closely resem- 
bled those presented. 

In reviewing the progress one might conclude that great strides have 
been made in the field of mail sampling. But the surface has been barely 
scratched. It is folly to conclude that the results of a set of experiments 
derived from one survey or on one subject apply equally well to other sur- 
veys or other subjects. Each of the surveys, eadi of the subjects, each of 
the commodities have their individual problems in response, in sampling 
methods, and in treatment of data. These problems need to be solved by a 
process of continuous investigation along all lines. 

These new approaches in mail sampling, however, point up the impor- 
tance of “foUow-up” practices. They show advantages to be gained by sys- 
tematic repeat mailmgs and separate tabulations. Not much has been 
done on follow-up interviews of nonrespondents to mailed inquiries such as 
was done in the Wyoming Livestock Loss Survey, 

Experiments show that there are ways to improve response to the mailed 
inquiry. Dwmdling returns should be not the inevitable consequences of 
m^ samplmg. New schemes need to be tried and newer ideas developed. 
More than that, tests must be continued to find the factors associated with 
response and the best design for mail questionnaires. 



WINTER STORM LIVESTOCK LOSS SURVEYS IN 
WYOMING 


George Knittson 
Wyomirug State Statistician 

T he Western States were beseiged by storms and subnormal 
weather during the months of December 1948, January and 
February and until mid-March of 1949. Wyoming experienced its 
worst storm on record during the period of January 3 and 4. 
During this storm, wind velocities reached 68 miles per hour, tem- 
peratures dropped to eight below zero, coupled with snow. High- 
ways, byways, and railroads became blocked with snow drifts 
varjdng in depth from a couple of feet to as much as 15 feet. 

Another storm, of somewhat lessened intensity, occurred in 
February in the Red Desert Area, embracing Carbon, Sweetwater, 
and Natrona Counties. During this storm wind velocities attained 
a maximum speed of 75 miles per hour. Temperatures were below 
zero and snow fell during the storm. The highways and railroads 
were blocked for an 11-day period because of ground blizzards. 

The first blizzard encompassed a very wide area in the eastern 
part of this state. Eleven of the ^3 counties of the state became 
snow-bound. There appeared to be two vortices in this storm. One 
centered around Cheyenne, and the other at Van Tassel, which is 
close to the northwest comer of Nebraska. 

Shortly after the storm broke it became manifest that there 
would be a severe loss to livestock and wild game on the plains. 
Some animals froze to death, others were smothered by ice closing 
the nostrils, appendages were frozen, which in some cases made it 
necessary to destroy the animals. The economic loss to breeding ani- 
mals was believed to be great and mounting daily. Unofficial esti- 
mates of losses took on huge proportions. Some unofficial estimates 
of the number which perished in the blizzard were as high as 50 
percent of the cattle and 75 percent of the sheep. Our office was 
beseiged by the press, stockmen, lending agencies, and others who 
wanted information on death losses. The wild rumors of losses 
suffered was giving the state considerable adverse publicity. As 
time went on the pressure for exact information as to the death 
losses became increasingly great. 

The Bureau of Agricultural Economics is charged with the re- 
sponsibility of collecting and publishing significant statistics of the 
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livestock industry. These statistics not only include estimates of 
the number of livestock on farms and ranches at any given time 
but also many other factors that influence the livestock population. 
Estimates of death losses to livestock and other storm damage 
affecting livestock fall into this category. 

Frequently the residual effects as shown by subsequent poor 
condition of breeding animals, forced marketing due to injuries, 
and reductions in the calf and lamb crops are of far greater 
importance than the immediate death losses due to the weather 
phenomena. However, the great variation in the publicity as it 
affected the livestock industry required that an early survey of 
losses be undertaken. 

During December the comprehensive annual Rural Carrier Sur- 
vey of Kvestock on farms is completed. This survey is the basis for 
the official Department estimates of the livestock population as of 
January 1. Completed questionnaires are received from many 
hundreds of farmers and ranchers — ^reporting their own livestock 
numbers. It was decided that a short concise storm loss question- 
naire would be mailed directly to each of those operators located in 
the storm area who responded in the Rural Carrier Livestock 
Survey. The primary purpose of the survey was to obtain a rough 
estimate of the level of losses in order that any contemplated action 
programs could be planned with a reasonable degree of accuracy. 
As only about three weeks had elapsed between the January 1, 
livestock population estimates and the date of the storm loss 
questionnaire, it was felt that memory bias would not be a signifi- 
cant factor. 

The storm loss questionnaire was extremely simple in that the 
respondent was asked to report: (a) the number of all sheep and 
lambs he had as of January 1, (b) the number that had died due 
to the storms during the month and (c) the number of additional 
losses he expected to have because of the storm. In the case of 
cattle the same three questions were asked but, in addition, the 
respondent was asked three additional questions about his 1048 
calves. This latter separation was made because of persistent re- 
ports that yearlings and other young cattle had suffered more ex- 
tensively than older stock. 

The questionnaire was mailed during the period January iS4-S8 
and the survey closed on February 7. The computed percentage 
death loss was then applied to the January 1 population of cattle 
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and sheep to produce an estimate of the actual loss in terms of 
number of head. The loss survey results were published in an ofifi- 
cial release by the Department of Agriculture on February 10, 
1949. The significant data by states are as follows: 


Tabi® 1. Livestock Stobm Losses tip to Pebbtjaby 1 


Cattle 

Stock Sbeep^ 

State 

Percent Lost 

Head Lost 

Percent Lost 

Head Lost 

South Dakota 

1 6 

16,000 

S.5 

18,000 

Nebraska 

^ 6 

46,000 

7.0 

33,000 

Wyoming 

3 0 

16,000 

4.8 

49,000 

Colorado 

.8 

3,000 

.6 

3,000 

Total Storm Area 

e.o 

81,000 


87,000» 


1 Bxdudes sheep and lambs on feed 

* An additional 10,000 head was estimated to have been lost in the fringe storm 
areas and in feed lots. 


The foregoing summary of storm damage did not mark the end 
of the winter livestock losses in these western states. During the 
month of February additional storms harassed the area and were 
particularly severe in the south central and southwestern counties 
of Wyoming. This area comprises in part the very important winter 
sheep range known as the ‘*Red Desert/* 

In the early part of April funds were made available for a com- 
prehensive livestock loss survey in Wyoming. This state was se- 
lected because of its nearness to the center of the storm area and 
because of a demand from Wyoming fanners, ranchers, and state 
officials for a final comprehensive appraisal of the winter storm 
damage to the livestock industry. Reports were again persistent 
that sheep losses during February had been very severe and that the 
calf and lamb crops would be greatly reduced. 

My office is fortunate in that it has available a nearly complete 
list of names and addresses of farmers and ranchers in the state. The 
second livestock loss survey sample was designed as a combination 
mail and non-response interview procedure. The mailing procedure 
required that one mailed follow-up be sent to each farm or ranch 
operator who failed to respond to the original questionnaire. The 
follow-up questionnaire was accompanied by a letter soliciting a 
response- After the returns from the follow-up questionnaire were 
collected a sample of non-respondents were selected for personal 
interview. The original mail sample was drawn at random and 
stratified by coimties proportional to the number of livestock farms 
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in the county. The area to be surveyed under this procedure in- 
cluded 14 eastern and central counties of the state. In addition a 
somewhat smaller mailed sample was allocated to the remaining 
non-storm counties. This latter procedure was included to permit 
comparisons of losses in storm versus non-storm counties and to 
permit inclusion of statements concerning the entire state in the 
report of winter livestock losses. 

Past experience tells us that the winter and spring livestock loss 
in Wyoming seldom exceeded about two percent of the cattle and 
six percent of the sheep on farms and ranches January 1, Thus with 
such relatively small figures, it was desired to design a sample to 
3deld a percentage loss estimate with a standard error of 0.5 per- 
cent. The standard error from a random sample of n farms is given 

by 


in which ^=an estimate of the standard deviation of the individual 
farm death loss percentages and N—the number of farms in the 
universe. It was estimated the standard deviation would be 15 
percent. Thus 


(b) 



1 

7,300 


« .25 


The desired sample size was computed to be approximately 900 
farms or ranches. 

In order to assure that the mailed response would reach the de- 
sired 900 farms and ranches a stratified random list of approxi- 
mately 4,000 names was drawn in the 14 counties. In addition a 
stratified random list of approximately 2,000 names was drawn in 
the non-storm counties. 

In the planning stages it was decided that the non-response in- 
terviews should be taken at the rate of about 10 per county al- 
located finaDy on the basis of the percent non-response and total 
number of farms by counties. As the survey developed, the amount 
of available funds and shortage of operational time would not per- 
mit the interview of the desired 140 non-respondents. The great 
distances between ranches required that the number of non- 
response interviews be limited to a maximum of 125. 

The non-response interviews were allocated by making the num- 
ber of such interviews proportional to the product Pet, where P 
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is equal to the percentage of Census farms in the County, and x is 
equal to the percentage non-response. On this basis the minimum 
number of non-response interviews allocated to any county was 
five and the maximum 

Because of time limitations the program of field operations was 
very rigid. The loss questioimaire was first mailed out on May 9-10, 
with the follow-up circularized on May 18-19. The non-response 
interviewing started May 31 and ended June 4. This very short 
period did not allow full benefit from the follow-up mailing. How- 
ever, the return from the mailed questionnaire was believed to be 
fully satisfastory although it did not quite reach the optimum 
number of 900 reports. On June 4 slightly less than 800 returns had 
been received. Late questionnaires received after the closing date 
for the survey have increased the return very close to the com- 
puted sample size. The non-response interview sample had about 
the same degree of incompleteness as the mailed sample. A total 
of 89 interviews were secured in five days — a period in which field 
work was seriously hindered by constant rainy weather. In a 
number of instances non-respondent farms could not be reached 
because of washed out roads. Without a definite procedure for 
repeated visits to locate absent respondents, it is doubtful that the 
non-response interviews would have exceeded 100 even with most 
favorable interviewing conditions. 

Of necessity, the questionnaire used was rather complex and 
lengthy, considering the fact that we were interested only in live- 
stock death losses. In order to hold to a minimum the memory bias 
usually experienced in obtaining information on livestock at some 
past date, such as January 1, it was necessary to frame the ques- 
tions so that a January 1 inventory number could be derived from 
each report based on questions relating to births, marketings and 
deaths taking place since January 1 and on inventories at the time 
the loss questioimaire was filled out. Because losses from other 
causes, particularly to the new calf and lamb crops, are usually 
high, steps were taken to sort out losses to 1949 births. Provision 
was also made to give the respondent an opportunity to report 
losses due directly or indirectly to the winter blizzards, and to re- 
port on the number of cattle and sheep marketed because of in- 
juries suffered during the storm. 

In the expansion procedure the averages from the mailed survey 
were allowed to represent respondents while the non-response 
interview averages represented non-respondents in the universe. 
These averages were weighted to arrive at a single statistic for ex- 
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pansion purposes. In all cases tlie non-response interview sample 
provided a downward adjustment in the averages. It was found that 
non-respondents generally had no losses or lighter losses from the 
storms than did those operators who had responded by mail. In 
the analysis the first procedure was to expand the livestock popula- 
tion data to an independent estimate of all livestock on farms as of 
January 1. This would permit a comparison of the loss survey re- 
results with the official State estimate as established by the com- 
prehensive Rural Carrier Survey, which series in turn is based on 
TJ.S. Census data. The expansion of the survey data for cattle in- 
ventories as of January 1 departed from the official estimate by 
6,000 head — about one-half of one percent. In the case of sheep the 
sample was not quite as accurate with the survey result exceeding 
the official estimate by about three percent. This departure be- 
tween cattle and sheep was not unexpected since the sample design 
was based primarily on the distribution of cattle farms. 

Using the cattle data the actual expansion to the January 1 
estimate of all cattle on farms follows: 

(c) X == — ■ — 

Ws + W/ 

where Respondents average 

=Non-respondents average 

2 a,=Estnnated percentage cattle farms represented by 
respondents 

«?,=Estimated percentage cattle farms represented by 
non-respondents. 

TablbZ 


Strata 


Ave. all Cattle Number Cattle Indicated Number 
Per Farm Farms Cattle 


Storm Counties 

Mailed Sample 

Interviews 

lie 

100 



Combined 

IDS 

7,000 

721,000 

Non-Storm Counties 

M^ed Sample 

Adjusted by Intoview Ratio 

80 

70 

4,000 

284,000 

Total Number 

Official Estimate 



1.005.000 faead 

1.001.000 bead 


The estimate of death losses was then derived through two inde- 
pendent approaches, (a) a direct expansion of the actual losses. 




128 ^ 


Gbobge Knxjtson 


and (b) an estimate of the percentage loss of the January 1 in- 
ventory numbers. Again using the survey data for cattle the esti- 
mated losses were computed as follows: 

Table 3. Dikect Expansion 


Strata 

Ave. Loss 
Per Earm 

Number 
Cattle Farms 

Indicated 
Number Lost 

Storm Counties 

Mailed Sample 

Interviews 

6.6 

4.4 



Combined 

4-0 

7,000 

34,300 

Non-Storm Counties 

Mailed Sample 

Adjusted by Interview Ratio 

2.7 

2.0 

4,000 

8,000 

Total State 



42,300 

TABiiB 4. Pebcent Loss Expansion 

Strata 

Percent 

Loss 

Cattle on Farms 
January 1, 1949 

Indicated 
Number Lost 

Storm Counties 

Mailed Sample 

Interviews 




Combined 

4.7 

686,000 

82,300 

Non-Storm Counties 

Mailed Sample 

Adjusted by Interview Ratio 

3.3 

2.7 

325,000 

8,800 

Total State 



41,000 

To summarize then: 




Tabxe 5. Totaii Cattus Losses 


Method 

Storm 

Counties 

Non-storm 

Counties 

Total State 

Direct Expansion 

Percent Loss 

Adopted Estimate 

84,300 

32,200 

82,000 

8,000 

8,800 

9,000 

42,800 

41,000 

41,000 


It can be noted that the Livestock Reporting Board adopted an 
estimate close to the result shown by the Percent Loss approach 
rather than the Direct Expansion or an average of both. A final 
estimate in even thousands was desired. 

With respect to sheep losses, the same procedures were used and 
the following results obtained, although the data are considered to 
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Table 6. Total Sheep Loes 


Method 

Storm 

Counties 

Non-storm 

Counties 

Total State 

Direct Expansion 

m,ooo 

S7,000 

158,000 

Percent Loss 

128,000 

21,000 

149,000 

Adopted Estimate 

125,000 

29,000 

154,000 


Once the total losses were established several other interesting 
statistics became available. In the 14-storia counties the total 
loss of cattle was estimated to be 32,000 head (Table 5) of which 
respondents attributed 20,000 head directly to the storms. Of this 

20.000 head, 4,000 head were reported to be 1949 calves. Thus the 

16.000 head lost out of the January 1 population, as shown by the 
survey, finally turned out to be the same as the number estimated 
in the February (Table 1). The remaining 12,000 of the total 

32.000 head lost in the 14-storm counties was attributed to natural 
causes. In the case of sheep (ewes) in the 14-storm counties, the 
total loss was estimated to be 121,000 head (Table 6) of which 
97,500 head were lost because of direct storm causes. The data re- 
veal that somewhat more sheep were lost in storms occurring after 
February 1 than were lost in the very severe January weather. 

On a percentage basis these livestock losses for the state of 
Wyoming proved to be heavy but did not approach the unofficial 
estimates and speculations derived and published during and after 
the storm period. For cattle the average winter and spring death 
loss is somewhat less than two percent while the survey shows a 
loss of 4.1 percent for the 1949 January-June period. In case of 
sheep the 10-year average winter and spring loss for the state is 
5.9 percent compared with the survey estimate of 7.4 percent lost 
during the January-June period of 1949. 

The procedure utilized several of the best features of both mail 
and interview sampling. The cost was relatively low yet the results 
were timely and the data possessed many of the fundamentel 
statistical characteristics widely claimed for interviewed samples. 
In livestock sampling the element of time is of utmost importance 
with a rapidly chan^g phenomena. In the case of the non-response 
interviewing rapport was established almost immediately upon 
contact since the respondent was already familiar with the survey 
and its purpose. This fact alone resulted in a very important reduc- 
tion in interview time and reduced refusals to the point of practical 
insignificance. 
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RATHUHIiET 
Bureau of the Census 

F or many years, the periodic census was the chief official 
source of data concerning our farms and farm people. While 
other sources of agricultural data have increased greatly in im- 
portance, the Census of Agriculture is still the leading source of 
statistics on agriculture. 

Planning for the 1950 Census of Agriculture began more than two 
years ago. These plans have been developed by inviting criticism, 
suggestions, and recommendations from a large number of persons, 
and by a series of pretests. The first pretests, in April 1948, included 
a complete census of two Missouri coimties and a small-scale census 
in part of a township in each of 33 other areas scattered throughout 
the United States. The second pretest, in October 1948, comprised 
a complete census of four midwestem counties. The third pretest, 
made last May, included a complete census of two Southern 
counties, and a census of 64 segments having about 50 farms 
each and scattered among 43 states. The two most recent pre- 
tests have included a recheck by professional personnel for a 
sample of the farms included in the census. In all the pretests, 
census enumerators have been accompanied by technically trained 
persons who, as observers, noted the mistakes made and difficulties 
encountered in taking the census. 

Plans for the 1950 Census of Agriculture may be conveniently 
outlined in three parts, namely, questioimaires, enumeration pro- 
cedures, and tabulation and publication of results. 

The development of the 1950 Agriculture Census Questionnaire 
began in 1947. At that time, the principal users of Census of 
Agriculture data, such as State Agricultural Colleges, State De- 
partments of Agriculture, and farm papers were invited to submit 
suggestions and recommendations for the next census. Prom these 
and other users, several thousand letters containing suggestions and 
requests for the inclusion of inquiries in the census were received. 

In determining the inquiries to be included in the coming census, 
dependence has been placed largely upon the recommendations of 
representatives of the principal users of the data. To obtain balance 
between various interests and to secure assistance in holding the 
number of questions within feasible bounds, the Director of the 
Bureau of the Census appointed in 1948 a Special Advisory Com- 
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mittee for the 1950 Census of Agriculture. This Committee was 
composed of representatives of agricultural publishers. State 
Commissioners of Agriculture, the U.S. Department of Agricul- 
ture, the American Farm Economic Association, the Grange, 
the American Farm Bureau Federation, the Farmers Union, and 
the National Council of Farmer Cooperatives, This Committee has 
considered and prepared recommendations concerning the numer- 
ous inquiries proposed for the 1950 Census, 

The questionnaire is of the interview type. In this respect it 
difiFers from the previous record-type questionnaires. In the ques- 
tionnaire most questions are stated completely and exactly as the 
enumerator would ask them. Experience has demonstrated that it 
is extremely difficult to get enumerators to understand the exact 
information desired and to ask the questions in such a way that 
they get precise information unless the questions are carefully 
worded and the enumerator uses the wording verbatim. Another 
important characteristic is the printing of the most important in- 
structions on the questionnaire itself. 

Regional or sectional questionnaires were first used in the 1940 
census. In 1940 seven and in 1945 nine different regional ques- 
tionnaires were used. In order to simplify the questionnaire 
and to obtain information on crops and other items that are im- 
portant only in a single or a few states, it is planned to use 41 
different re^onal questionnaires in 1950, each for a state or a 
group of two to four states. 

The second part of the plans for 1950 deals with enumeration 
procedures. These include self-enumeration, training of enumera- 
tors, use of crew leaders, and procedures designed to improve the 
completeness of the coverage of the farm census. 

The plan to use self-enumeration for the farm census constitutes 
the most important departure from field procedures used in past 
agricultural censuses. Through the use of post office facilities it is 
planned to distribute, prior to the beginning of the enumeration, to 
every rural boxholder, except those in a selected area in the South, 
a copy of the questionnaire for the 1950 Census of Agriculture with 
a request to the boxholder that these questionnaires be filled and 
given to the census enumerator when he calls. 

Tests on the self-enumeration procedure were conducted in a 
special census in four rural counties last fall. Notwithstanding the 
fact that this was a special census and reporting was not obliga- 
tory, a rather high rate of cooperation was obtained. The per- 
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^ centage of the farms for which the questionnaires were filled either 
completely or almost completely, ranged from 39 to 51 percent. 
The percentage of cases in which the respondents had not filled 
any part of their questionnaires, so that the enumerator had to do 
the complete job of filling the questionnaire ranged from 42 
down to 32 percent. With this rate of cooperation, the average 
enumeration time for all farms was reduced from about 40 minutes 
for the areas in which self-enumeration was not tried to about 20 
minutes in areas in which it was. 

In 1950, it appears reasonable to hope that about the degree of 
cooperation observed in the pretests can be expected in areas that 
have about half of the farms in the United States. In the remain- 
ing areas, in which the literacy rate of farmers is lower and the 
enumeration problems are more difficult, only a small gain may be 
realized through self-enumeration. In fact, in the multiple-unit 
area of the South, it is not planned to make any advance distribu- 
tion of questionnaires by mail. 

Plans to use sampling in the 1950 Census of Agriculture represent 
a significant change in procedure from that used in prior decennial 
censuses. Information on farm equipment, farm facilities, farm 
expenditures, farm labor, farm values, farm mortgages, and farm 
taxes will be collected for only one out of five farms, plus about 
40,000 large farms. The determination as to wHch farms are to be 
the sample will be based upon whether or not the questionnaire has 
a specified number and the number assigned to the enumeration 
district. Questionnaires will be numbered from one to five and all 
questionnaires having a number corresponding to the last digit of 
the enumeration district will be in the sample. The use of sampling 
will reduce both the enumeration and tabulation costs for the 
Census of Agriculture. 

Training of Enumerators 

The rural enumerators will be given approximately 24 hours of 
training before they begin their actual enumeration. The detailed 
training for the Census of Agriculture will represent slightly more 
than one-third of the total training time. The training program 
will teach the enumerator the step-by-step procedure for doing his 
wmrk, and will ^ve him the essential facts he needs to know in 
order to carry out his assignment efficiently and accurately. 

Emphasis in the training will be placed upon practice enumera- 
tion in the classroom, use of role-playing interviews, problem- 
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solving exercises and filling questionnaires from recorded inter- 
views. In addition, each enumerator will be given, after the 
second day of training, a home assignment of preparing a ques- 
tionnaire for his own or a neighboring farm. Before the last day of 
training the enumerator will perform one-half day of actual 
enumeration. Questionnaires filled at home and those obtained 
during the one-half day of enumeration will be reviewed, and 
discussed with the enumerator. The training will be continued 
during the first two days of actual enumeration. Present plans call 
for only half the enumerators to start their enumeration on the 
first day of the enumeration period and the other half to be^n 
their enumeration on the following day* During the first day of 
enumeration for each group it is planned to have the crew leader 
see all the enumerators who began that day and to have him 
accompany, on at least one interview, the two enumerators that 
he considers the weakest. 

The materials to be used for training of enumerators will be 
standardized and the crew leader will be required to follow a fixed 
time schedule in conducting the training, la order to reduce the 
monotony of the training and increase the effectiveness of the pre- 
sentation of essential instructions, training materials for the Census 
of Agriculture will include three film strips presenting basic con- 
cepts and defiboitions. 

It is axiomatic that the results of the census can be no better 
than the work performed by the individual enumerator. It is be- 
lieved that the training program for enumerators will result in de- 
cided improvement in the quality of the census. 

Noteworthy steps have been taken to provide for supervision of 
enumerators during the taking of the census. Present plans call for 
the use of approximately one local supervisor or crew leader for 
every 14 enumerators in rural areas. These crew leaders will be re- 
cruited approximately four weeks in advance of the census date. 
They will be given a full week of traming on the requirements and 
the procedures of the census. 

The crew leaders will conduct the trsdning for the enumerators 
for whom they will be responsible during the census. Prior to the 
actual beguming of the census, tibe crew leader will spend several 
days inspecting the maps to be used by the enumerators, visiting 
the area to be enumerated for the purpose of clearing up any ques- 
tions regarding boundaries of enumeration districts, and familiariz- 
ing himse lf with any problems that may arise during the conduct oi 
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enumeration. During the actual enumeration period lie will visit 
his enumerators as they are conducting the enumeration, inspect 
their questionnaires on a systematic basis and answer any questions 
that they may have. In the early stages of enumeration the crew 
leader will be expected to accompany each of his enumerators on at 
least one interview. In general, the crew leader will be expected to 
visit the enumerators at least twice every week and to make a de- 
tailed check of approximately 20 percent of the questionnaires they 
have completed. At the completion of the enumeration of a given 
area, a crew leader will be expected to check the work and map of 
the enumerators to see that the coverage has been complete. This 
program of supervision represents one of the most promising de- 
velopments aimed toward improving the basic quality of data col- 
lected in the Census of Agriculture. 

Several important steps are being planned to improve the com- 
pleteness of the coverage of the agricultural census. The first of 
these steps relates to the kind of places for which census enumera- 
tors will be required to fill questionnaires. It is becoming increas- 
ingly difficult for census enumerators to recognize farms or places 
that should be enumerated in the farm census. In recent censuses, 
enumerators have been instructed to enumerate as farms all places 
containing three or more acres on which any agricultural products 
were produced and also aU places under three acres on which $250 
or more of agricultural products were produced during the year 
preceding the census. Enumerators have had difficulty in applying 
these instructions particularly because for places under three acres 
it was necessary to determine the value of agricultural products. 
Also, in past censuses, enumerators have not uniformly applied 
the instructions regarding the enumeration of places of three or 
more acres- 

For 1950, the enumerator will be required to ask for each dwell- 
ing in rural areas, ‘Ts this house on a farm?"’ and to record the 
answer. If the answer to this inquiry is ‘‘No” the enumerator will 
be required to ask, “Is this house located on a place of three or 
more acres?” If the answer to either of these questions is “Yes” the 
enumerator wiU be required to fill an agriculture questionnaire for 
the place. Moreover, the enumerator will be asked to enumerate all 
places under three acres if locally considered as farms, and also all 
nurseries, greenhouses, apiaries, and places producing poultry and 
eggs primarily for sale. 

Tentative plans are to include in the tabulations only those 
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places of three or more acres on which the value of agricultural 
products produced during 1949 amounted to $150 or more. Special 
rules will need to be developed for farms being operated for the first 
time in 1949, farms on which all crops failed, etc. Only those places 
under three acres having a value of products sold of $150 or more, 
will be retained in the tabulations. In order to have consistency 
from census to census, it is planned to vary the $150 limit in ac- 
cordance with changes in the price level. 

Another important step being taken to impmve the complete- 
ness of coverage is the use of lists of large farms. The criterion 
adopted for determining whether or not the farm is large varies 
somewhat from area to area, but, in general, any farm that has 
1,000 acres of land, or 750 acres of cropland, or 200 cattle, or 600 
sheep, or a value of products sold of $70,000 or more is considered 
a large farm, A list of the large farms enumerated in the 1945 
Census has been prepared and copies of this list have been sent to 
State Statisticians for checking against lists of farms obtained in 
State farm censuses, lists of large producers, lists of farms included 
in county soil conservation and other programs. This checking is 
expected to provide a rather complete and up-to-date list of large 
farm operators. These lists will be ^ven to crew leaders and they 
will be required to check upon the enumeration of the farms in- 
cluded on these large farm lists. This procedure will help insure the 
complete enumeraticm as well as prevent the enumeration more than 
once of large farms with land in more than one enumeration dis- 
trict. 

Two other procedures for improving the completeness of coverage 
will be used in the South or the West. The enumeration of *‘multiple- 
unit farms” or farms with croppers in the South has always pre- 
sented serious problems. In order to improve the enumeration of 
multiple-unit farms, it is planned to use a special Landlord-Tenant 
Operations Questionnaire in the multiple-unit area of the South. 
This questionnaire provides for a report on the over-all operations 
of the multiple unit, a listing of the croppers and other tenants on 
the multiple unit together with the acreage assigned each and the 
acreage and production of the crops on the assigned land in 1049. 
This questionnaire is to be filled by the census enumerator before 
he fills separate agricultural questionnaires for each of the sub- 
units of the multiple unit. This procedure will aid in preventing 
duplication in the enumeration of parts of the multiple units and 
will provide data for filling the individual agriculture question- 
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naires in case the operator next April is on a newly assigned acreage 
and does not know the facts regarding the use of land, crops, etc., 
for the farm in 1949. 

In the West, the use of grazing lands under a permit system pre- 
sents some difficult problems in obtaining complete coverage of 
land. Inasmuch as farmers do not know the area of grazing land 
used under permit, and as several operators often have permits 
covering the same land, it has been determined that it is not 
feasible to include grazing-permit lands as a part of the farm or 
ranch. In order to insure that grazing-permit lands are not included 
in the farm area and to provide a check on the coverage of persons 
holding grazing permits, a question on use of grazing-permit lands 
will be included on the questionnaire for the Western States. 

TVidespread publicity will be another aid employed in improving 
not only the completeness of coverage, but also the quality of the 
census. It is plaimed to make widespread distribution of informa- 
tion about the census in order to prepare persons for the visit of 
the census enumerator. The distribution of the Agriculture Ques- 
tionnaire and its accompanying letter by mail prior to the beginning 
of the enumeration will contribute greatly to the knowledge of 
persons living in rural areas regarding the census. 

TahtdaMon and Publication of Restdts 

Present plans call for the tabulation of all items except those 
obtained only for a sample of farms by minor civil division. Data 
obtained on a sample basis, except those for farm mortgage debt, 
farm wage rates, and farm taxes would be tabulated by counties. 
These tabulations would provide totals for most items for each 
county and it is planned to publish such county totals. Tabulations 
and published county totals would provide separate data on farms 
and crop acreage and production for irrigated and non-irrigated 
farms in the Western States. Data on land use, the acreage and 
production of principal crops and on the number of the important 
kinds of livestock would be available by minor divil division, and 
such data would be made available, as in past censuses, upon the 
payment of the cost of making photostat copies of the tabulations. 

It is planned to tabulate and publish a considerable amount of 
data for areas larger than counties. All the cross tabulations by size 
of farm, color and tenure of farm operator, type of farm, and 
economic class would be made and published for groups of counties 
comprising type-of-farming areas. These type-of-farming areas 
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would be essentially those developed by the Bureau of Agricultural 
Economics in cooperation with State Colleges. 

The classification of farms by size and by color and tenure of 
operator has been made for several prior censuses. The proposed 
classification of farms by type of farm and by economic class differ 
considerably from those made in prior censuses and a description of 
these classifications appears desirable. 

The first attempt of the Bureau of the Census in classifying 
farms was made in connection with the 1945 Census of Agriculture. 
Several changes in the 1945 bases for the economic classification 
of farms are being considered for the 1950 Census. The value of 
farm products sold instead of the gross value of farm products 
sold and used by the farm household as the major criterion for the 
determination of economic class has already been decided upon. In 
the 1945 experimental classification, the characteristics of farms in 
the part-time, residential, and small-scale classes do not differ 
greatly. The proposed inquiries regarding the relative importance 
of farm and nonfarm sources of income will aid in a more accurate 
separation of part-time and small-scale farms in 1950, 

Changes in price level require also an adjustment in the 1945 
criteria for the economic classification of farms in order to provide 
more adequate comparability through time. Value of sales in terms 
of dollars fluctuates considerably from census to census because of 
changes in price levels and yield conditions. This will be partially 
remedied by change in the 1945 value-of-products criteria. 

At the present time the tentative economic classes of farms and 
the criteria to be used are as follows; 


Bconomic class 


Value of 
products sold 


Days work 
the farm by 
farm operator 


Income from ncm- 
f arm sources greater 
than Talue of farm 
products 


Commercial farms 
Grovq? A. 

Group B 
Group C 
Group D 
Group B 
Small-scale farms 
Part-time farms 
Residential farms 
Abnormal farms 


$25,000 or more — — 

$12,000-$24,099 — — 

$ 5,000-$ll,999 — — 

$ 2,600-$ 4,999 — — 

$ 1,000-$ 2,499 — — 

$ 200-$ 999 Less than 100 No 

$ 200-$ 999 100 or more or Yes 

tinder $200 — — 

Tins group would include instituUons (fauns operated by 
sdmls, cdleges, Pedml, State, and kcal Govern* 
ments), coun^ estates, and farms with no fam 
products soM. 
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The classification of farms by type will be made only for those 
farms that have been classified by economic class as commercial 
farms, small-scale farms, and part-time farms. Residential and ab- 
normal farms will not be classified by type. 

In general, type of farm will be determined on the basis of the 
relationship of the value of farm products sold from one source to 
the total value of all farm products sold. Generally, the source ac- 
counting for 50 percent or more of the total sales will determine the 
type. Tentative plans call for the establishment of the following 
twelve types of farms: 


Type of farm 


Criteria 


1. Cash-grain farms 
2 Cotton farms 
8 Crop-specialty farms 

4. Vegetable farms 

5. Bruit-and-nnt farms 

6. Poultry farms 

7. Dairy farms 

8. livestock-specialty farms 

9. General-crop farms 

10. Genial-livestock farms 

11. General-crop and livestock 

farxns 

12. Miscellaneous farms 


50% or more of total sales derived from the sale of 
com, sorghums, and small grains. 

50% or more of total sales derived from the sale of 
cotton and cottonseed. 

50% or more of total sales derived from the sale of 
a single field crop other than corn, sorghums, 
small grams, cotton, vegetables, and fruits and 
nuts. 

50% or more of total sales derived from the sale 
of vegetables. 

50% or more of total sales derived from the sale 
of fruits and nuts. 

50% or more of total sales derived from the sales 
of poultry and poultry products 

60% or more of total sales derived from the sale of 
aairy products, dairy cattle and calves. 

50% or more of total sales derived from the sale of 
one kind of livestock such as sheep (including 
wool), cattle and calves (other than dairy) or 
hogs. 

Less than 50% of total sales derived from any single 
source (suti as cash grains, cotton, etc.) but 
70% or more of total sales derived from the sale 
of aU crops. 

Less than 50% of total sales derived from the sale 
of poultry, <kuy, or hvestock-specialty products, 
but 70% or more of total sales derived from the 
sale of all livestock and livestock products. 

licss than 50% of total sales dcnved from the sale 
from a single source but with less than 70% of 
the total sales denved from the sale of crops and 
less than 70% of the total sales derived from 
the sale of livestock and livestock products. 

This group will include farms not included in the 
other 11 groups and will comprise such types of 
farms as forest products, horticultural-specialty, 
fur farms, etc. 


The publications planned for the next census will contain an 
appraisal of the results of the Census of Agriculture. This appraisal 
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will be based, in part, on a recheck of the enumeration of a sample 
of 6,000 to 8,000 farms. This size of sample will be suflScient to 
provide an accurate evaluation of the completeness of coverage 
within one percent of the total number of farms. This recheck will 
not only provide estimates of the completeness of coverage of 
farms and land in farms but also furnish data that will help 
evaluate the accuracy of other important items. 

The appraisal will also deal particularly with the comparability 
of various items for several censuses. It will include a discussion of 
the incompleteness of the enumeration, where this is known to 
exist, the extent of any estimating involved in presenting the final 
results, and the basis on which any such estimates were made. 

It is believed that this appraisal will help overcome technical 
criticism of the census and will lead to much more accurate use of 
its results. It is hoped that self-criticism and analysis of the ac- 
curacy of the census will gain for it a higher standing among re- 
search and scientific workers. 


DISCUSSION 


V. J. Crebb 

Moniana Stale StaHstitnan 

As one who appreciates the value of census data, I am pleased with the 
opportunity to express some observations regarding the plans for the 
forthcoming census of agriculture disclosed by Mr. Hurley. 

State statisticians are interested in the 1950 Census of Agriculture from 
the viewpoint of type of mformation to be enumerated, completeness and 
accuracy of the recorded data and coverage of the farms and ranches of the 
state. Basic to these points are the design of the questionnaire, enumerator 
selection and training, methods of enumeration and checks and measure- 
ments of covers. The following observations place emphasis on these 
points. 

The interview t 3 ?pe of questionnaire to be used for the forthcoming cen- 
sus of agriculture is a marked improvement over the record type question- 
naires used in the past. Questions worded in a simple, clear and descriptive 
manner should draw from the respondent correct answers for most items. 
The Census questionnaire used in the May 1949 pre-test has undergone 
considerable modification in layout as well as woiding of questions. The 
final draft, with many sections shifted to other positions, will present better 
sequence of the questions relating to similar subjects. 

Narrow regionalization of the questionnmre greatly reduces the number 
of questions to be considered. This will contribute to the accuracy and 
completeness of reported information and also lower enumerative co^« 
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Much of the accuracy, completeness and coverage of the enumeration 
rests with the type of enumerators used and the kind of training they have. 
Hather intensive studies have been made of the performance and quality 
of work of interviewers. Young women raised on a farm or who had lived 
on a farm for several years proved to be the best interviewers. Enumerators 
with farm backgrounds would be more likely to cover all farms and 
ranches in the district than enumerators from the city whose travels sel- 
dom take them oH State and Federal highways. 

Modification of the questionnaire from the record to the interview type 
has an additional advantage of permitting self-enumeration. Question- 
naires are to be distributed through the mail to farm and ranch operators 
and in due time the enumerators will contact the operators, check through 
the questionnaires for accuracy and completeness and fill in information not 
already recorded. 

Widespread publicity is to be given the Census to improve its coverage 
and quality- In the course of this publicity it may be effective to request 
that operators who do not receive questionnaires by mail at a specified 
date appear at a designated office and obtain questionnaires for self-enum- 
eration. 

Mr. Hurley has outlined the plans to assure more complete coverage of 
multiple unit farms and also those which use grazing lands under a permit 
system. A large portion of the land in western states is operated under ren- 
^ agreements and many farms are comprised of two or more tracts of land 
which may be widely separated. If complete coverage is to be obtained, it 
may be necessary for enumerators to account for all of the land within the 
borders of their districts by thorough mapping. 

Constant changing of land from one operator to another induces a prob- 
lem in the enumeration of land use and crop information in western states. 
This problem was recognized and discussed by most of the observers of the 
May 1949 pre-test. The first question under the land use section of the 
questionnaire asks for ‘*acres in this place” which are to be the same as the 
acres in the operator’s charge at the time of the enumeration. This acreage 
is also to be the same as that covered in the land use categories for the year 
1949. Included in the land use section is a question asking for acres of land 
from which crops were harvested in 1949 and these acres are expected to 
be the same as the total of the acres entered under the crops section of the 
questionnaire. There will, undoubtedly, be many cases in Montana and 
other western states where land operated in 1949 will differ from the land 
in the charge of the operator next spring. Mr. Hurley has indicated that by 
use of a special landlord-tenant operations questionnaire the enumeration 
of multiple unit farms in the south may be improved. It would be well to 
use a similar questionnaire in most of Ihe western states. 

The mid-decennial Census of Agriculture timed as of January 1 eliminates 
much of the confusion of shifting acreages in farms and also reduces the 
amount of memory bias. Furthermore the majority of farmers and ranchers 
operate on a calendar year basis. They have on hand January 1 livestock 
numbers, totals of income and expenses and other data for income tax 
purposes. These data would be useful and timely in filling out the census 
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schedule- Thus a January 1 enumeration appears to have many advantages 
over the 1950 enumeration date which is to begin April 1. 

During recent years the need for good irrigation statistics has increased 
sharply. 

The irrigation section of the 1950 census questionnaire does not provide 
for a Ibting of acreage and production of crops for which part of the acreage 
was irrigated in 1949. 

The livestockindustry in western states is comprised principally of large 
scale ranching operations* With the census enumeration timed for April 1, 
1950, enumerators should be able to locate owners or operators at their 
home place. Reference to assessor's records and also to files of the various 
Federal agencies controlling public domain will, undoubtedly, be helpful 
in obtaining complete coverage of western livestock operations. 


DISCUSSION 

Joe R. Motheraii 
A & M CoUege of Texas 

My interest is centered on research uses of Census data, so I should like 
to mention three of the most important values of the Agricultural Census 
to the researcher. 

First, the Census is highly suggestive of problem areas in the agricultural 
economy and is therefore infiuential in the formulation of research proj- 
ects. Second, it is bgically and widely used as a sampling base for intensive 
studies. And third, it provides a check every five years on those studies 
which are concerned with trend analysis. For these reasons, and because 
the Census is an established public undertaking of rather sizeable propor- 
tions, the agricultural economist tends to assume a proprietary attitude 
toward it and to reserve unto himself the privile^ of full, free, and perhaps 
at times noxious, criticism of the methods pursued by the Bureau of the 
Census in collecting, processing and publishing its data. 

In his paper Mr. Hurley implicitly accepts this imiversal tenancy in com- 
mon and enumerates the ways in which his Bureau has encouraged it, to 
the end that a more acceptable and useful product may be the result. A 
deliberate effort has been made to obtain the advice of representatives of 
the farm oi^anizations, the agricultural press, and the state commissioners 
of agriculture. 

It is the theris of these comments that while the agricultural economist 
is correct in asserting his right to criticize Census techniques, he has the 
responsibility of contributing to their improvement. We have accepted the 
right with greater alacrity than the responsibility. A in point is the 
matter of enumerating the multiple unit, or plantation, in the &uth. Most 
Southern agricultural economists yield to no region in their condemnatkm 
of the traditional Census classification of farms. Some consider it simply to 
be an which the Bureau is un'mlling to discard, others as a 

concession to easy enumeration; and there is one steadfast group which 
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takes the dark view that it is sheer discrimination resulting from the in- 
decisive nature of the Confederate victory in the Civil War. 

la 1910 the Bureau of the Census offered a partial remedy in the form 
of a report entitled “Plantations in the South” which summarized data for 
farms having five or more tenants. A plantation schedule was used in 1940, 
but the results were evidently unsatisfactory, as the data have not been 
published. Again in 1945 an attempt was made to collect and summarize 
information on “Multiple Unit Operations.” Among the other limitations 
of this material is that of lack of comparability, for the definition of a mul- 
tiple unit in 1945 involved any operation consisting of two or more sub- 
units including those of cash, standing rent, and share tenants. 

Since 1945 the Bureau has made a strenuous effort to overcome this 
deficiency in time for the 1950 Census, as those of us who assisted in the 
field pretests can testify. However, it is an open question whether the sched- 
ule presently proposed for 1950 will do the job. 

Admittedly, the solution to this problem is not simple. It requires a re- 
conciliation of the intricate characteristics of the Southern tenure system, 
on the one hand, with the pressing limitations of time, schedule space and 
the capacity of the Census enumerator on the other. Most Southern agri- 
cultural economists, I believe, need to have a clear-cut enumeration of 
operating units which would be meaningful and uniform for the region, and 
which would assure comparable data from one Census to the next. 

An admirable illustration of how to hold a firm grip on thb statistical 
cake, while eating it, has been furnished by the summarization of farms 
into “economic classes.” This exceptionally useful classification required 
no modification of existing methods of enumeration and hence involved no 
breach in continuity. Yet it represents an adaptation that meets a long- 
standing need for students of significant trends in the agricultural econ- 
omy. It is worth noting that the proposal for this addition to Census ma- 
terial originated outside of the Bureau but was readily accepted and in- 
corporated into the 1945 Census. 

The final objective of the consumer of agricultural statistics might well 
be an annual census with sufficient coverage to provide reliable data for 
small areas. Considerable progress has been made toward such a goal dur- 
ing the last few years. 


DISCUSSION 


R, S, OVBETOK 
Iowa Field Office BAE, 

The Census Bureau is to be highly commended for their energetic efforts 
to make extensive improvements in all phases of their work. In conjunction 
with their program of inviting assistance from outside sources, the Census 
people themselves have aggressively tackled their problems with the view 
of adopting or devising new techniques that would improve the quality and 
utility of their data. 

Several specific improvements should be cited. One of the most impor- 



1950 Census of Agricultubb— Discjussion 


1297 


tant is the nearly complete regionalization of questionnaires on a state 
basis. 

Another change in the procedure is the standardized training program 
that has been worked out. The combination of film strips and recordmgs 
is a significant step toward uniformity and should go far toward improving 
the reliability of the census enumeration. 

The proposed self-enumeration plan is basically sound and represents 
another achievement. 

The Bureau is making every effort to formulate realistic classification 
and type criteria that will maximize the value of the tabulations. These 
standards have not yet been fixed and since the Bureau is inviting comment 
it would seem that there still is an excellent opportunity for all of us to of- 
fer constructive advice as to how we would like to see the results published. 

In the future, I would like to see a census study committee, composed of 
personnel from P.M.A., the state colleges^ the State Department 

of Agriculture, the Extension Service, business groups and representatives 
of farm organizations set up in each state. This group would function much 
the same as the national advisory committee except that they would be 
concerned with the work in a particular state. 

The time of taking the Federal Census of Agriculture needs to be re- 
examined. In my opinion the information should be obtained in December 
or January, at least it should be as close to the first of the years as possible. 
Obviously there are some drawbacks to an earlier enumeration, but I feel 
the advantages outweigh the disadvantages. 

It is my opinion that dollar value figures are still regarded by rural peo- 
ple as highly personal information and they resent being questioned about 
them. Further, many crop share tenants do not know how much their 
landlord received from the sale of his portion of the crop. In short I am 
rather dubious about all of these “values of sales** questions and I would 
like to raise the pKiint that their inclusion may result in serious downward 
bias in the reported figures of both dollar values and units sold. This in- 
fluence may go even further and tend to distort reported production fig- 
ures. 



PROCEEDINGS OF THE ANNUAL BUSINESS MEETING 
AMERICAN FARM ECONOMIC ASSOCIATION 
LARAMIE, WYOMING, AUGUST 120, 1949 

President O. V. Wells called the meeting to order at 8; SO a.m. He asked 
for the reports, in turn, of the Committee of Election Tellers, the Secretary- 
Treasurer, the Auditors, and the Editor. These reports were presented and 
are appended. A motion to accept these reports was approved. 

President Wells reported the arrangements for joint meetings with the 
American Economic Association and related organizations in New York 
in December. 

The President announced the appointment of a committee consisting of 
A, J. Brown, M. C. Bond, and D. Barton DeLoach to cooperate with the 
American Marketing Association. 

Wells reported that he had been unable to form a committee to make 
special awards at this meeting. Several prominent members were asked, but 
refused, to serve as chairman of such a committee. However, E. C. Young, 
Warren Waite, and F. V. Waugh served as a comnuttee to make recom- 
mendations as to procedures for making special awards. 

The President discussed the prospective deficit in the Association’s 
budget for the current and nest fiscal years. He pointed out that pub- 
lishing the JoTjRNAii is the greatest item of expense but advised against 
reducing the size of the Journal The executive Committee has authorized 
the publication of 1,200 pages, induding 400 pages for the proceedings of 
the annual meeting. 

Several members spoke of the necessity for the Editor to cut proceedings 
papers to fit the limited space in the Journal. There was no dissent. 

A motion to supply authors with reprints of proceedings papers at cost 
was approved. 

A motion to charge a registration fee of not less than one nor more than 
two dollars at future annual meetings was approved. 

The President discussed the need for greater continuity of officers in the 
management of the affairs of the Association. He gave special emphasis to 
the need for some specific preparatory experience for the President. In 
order to provide for such experience, the Executive Comnuttee recom- 
mended the adoption of the following amendment to the Constitution. 

Article IV 

OrganisiatiorL The officers shall be a President, a President-Elect, two 
Vice-Presidents, and a Secretary-Treasurer, who shall be elected for one 
year, and who diall serve until their successors shall qualify. In case of in- 
capacity of the President to act, the Vice-President receiving the highest 
number of votes shall act as President. The President-Elect shad be a member 
of the Exeetdwe Committee infuU startding and automatically become Presi- 
dent ihe year foUovnng his electutn as President-Elect. 

The Executive Committee shall consist of the active officers, including 
the President-Elect, the latest tioo past Presidents, and may include the 
President of any national or regional association with which the American 
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Farm Economic Association has entered into joint membership arrange- 
ments. It shall appoint annually the Editor of the Journal of Farm 
Economics It may adopt rules and regulations for the conduct of its 
business not inconsistent with the constitution of the Association, or 
with rules adopted at the annual meeting. It shall act as a committee on 
tune and place of meetings, and perform such other duties as the Associa- 
tion shall delegate to it. 

There shall be a standing committee on investment policy with respect 
to Association funds. The Secretary-Treasurer shdl be a member of this 
committee. He shall have authority to acqune, sell and transfer property 
for the Association. The actions of this committee shall be subject at all 
times to review by the Executive Committee. 

The President, Vice-Presidents, and such other members as the Presi- 
dent may appoint shall constitute a committee on the preparation of a 
program for the annual meeting. The President shall act as chairman of 
this committee. 

Special committees may be appointed in accordance with the needs of 
the Association. Special conunittees and the investment committee shall 
be appointed by the President with the approval of the Executive Com- 
mittee. 

(As amended 12-^8-1946) 

Article V 

Election of Officers. The President and the two preceding past Presidents 
shall constitute a nominating committee. The President shall act as chair- 
man of the committee. 

Two nominations shall be made for each office except for Secretary- 
Treasurer, for which one nomination shall be presented. No person who has 
served a term as President shall be nominated for that office or eligible for 
election to it. For the year ending in 1950^ the ballots shall provide for the 
dection of both a President and a President-Elect. Thereafter the haUots shaU 
omit the office of President, 

Not later than SO days before the annual meeting of each year, the 
Secretary-Treasurer shall mail a ballot to each member of the Association 
who has pmd dues for the current year, not including corporations, li- 
braries, or other institutions. Said ballot shall provide for a vote for each 
elective officer. For each office the ballot shall contam one blank line. A 
brief biographical sketch of each nominee shall be included. 

The proposed amendment was approved. 

There being no further business to be transacted, the meeting was ad- 
journed. 

L. H. Simbrl, Secretary-Treasurer 

EEPORT OF THE SECBETARY-TBEASURER 

The secretary-treasurer spent considerable time becoming familiar with 
the duties and responsibilities of his office. Among other things this served 
to increase his appreciation of the work of those who performed these duties 
in previous years. 
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Membership. The strong upsurge in membership that began a few years 
ago apparently has subsided. December the secretary-treasurer re- 
ported an all time high of 2,006 members and subscribers. Our latest 
count, made in connection with the mailing of the election ballots, showed 
a decrease of approxiinately two and one-half percent from the last De- 
cember figure. 

The Association is confronted with a serious membership and financial 
problem. This problem has five alternative solutions. These are: (1) cut 
services to members; (2) finds ways of providing present services at re- 
duced cost; (3) increase membership dues; (4) draw upon reserves; (5) 
increase the number of members. 

A Committee on Policy faced this problem in 1948, and reported at the 
last annual meeting. At that time the committee, consisting of Frederick V. 
Waugh, Chairman, L. J. Norton and B. L. Butz, recommended against cur- 
tailing our program or raising dues and said: *‘Our greatest need is for new 
members.” 

Finances. From December 1 to July 30 our operatmg expenditures have 
exceeded income by $1,086.01. Li addition, we accumulated a liability for 
clerical services in the secretary-treasurer’s office amounting to $875. This 
makes a total deficit for the first eight months of our budget year of 
$1,961.01. 

Figures presented at the last annual meeting are not exactly comparable 
to these as they covered a period of nine months instead of eight. However, 
for the first nine months of the fiscal year 1948 income exceeded expendi- 
tures by $1,817.76. 

Thus, where we had a surplus of $1,817.76 to September 1 last year, we 
have a deficit of $1,961.01 to August 1 this year. This switch from a sub- 
stantial surplus to a substantial deficit should receive careful consideration 
from the members and the Executive Committee. 

The change from black ink to red is accounted for by increased operatmg 
costs on the one hand and reduced income on the other. Operating costs 
have increased with the general rise in prices, and also on account of the 
large increase in membership last year. The dues paid by the new mem- 
bers api)eared as income in 1948, but much of the expense of servicmg them 
occurred in 1949. Many of the new members failed to renew their member- 
ship this year. 

A summary of our receipts, expenses, and cash balances follows: 

SuMMABY OP Receipts, Expenses, and Cash Balances 
December 1, 1948 to July SO, 1949 

Cash balance, November 30, 1948 $ 6 ,035.16 

Income 

Special grants . $1,000.00 

Dues and other income . 9,253.64 


Total. 


$10,253.64 

$16,288.80 
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Expenses 

JotjrnaIj printing $8 ,985 .37 

Other expenditures. .. . . .. 1,854.28 


• Total $10,339.65 


Cash balance July 30, 1949 ... $ 5,949.15 


Investments 

No changes have been made in the investment portfolio since the end of 
the £scal year, November 30, 1948- At that time the investments were 
valued at $61,744.85. 


Special Grants Fund 

The reserve for special grants amounts to $14,425.00 plus accumulated 
earnings since December 1, 1948. 

A summary of the financial results and membership records will be pre- 
pared at the end of this fiscal year, November SO. It will appear in the Feb- 
ruary 1950 issue of the Journal. 

In accord with a resolution adopted by the memberdiip at the 1948 
annual meeting the fiscal year beginning next December 1, will end on 
June 30, 1950. 

Ilesi>ectfully submitted, 

L. H SiMERL, 
Secretary-Treasurer 

REPORT OF THE AUDITORS 

As requested by the President of the American Farm Economic Associa- 
tion, we have examined the accoimts of the Secretary-Treasurer, L. H. 
Simerl, for the period ending July SO, 1949. We found that the books were 
kept by the retiring Secretary-Treasurer, L. J. Norton, for the period 
October SO-December 22, 1948. The assets of the Association were checked 
by examining bank statements and inspecting the stock certificates and 
bonds kept in a safety deposit box in the First National Bank, Champaign, 
Rlinois. We have checked cancelled checks, bank debit slips, vouchers, and 
bank statements with expenses as ^own in the treasurer’s account and 
foimd the book statement of expenses correct. 

We have checked bank deposit slips, bank credit slips, and bank state- 
ments with receipts as shown in the books, and found the book statement 
of receipts correct. We checked the bank balance on July 30, 1949 with the 
books and found them in agreement. 

The books of the Association have been carefully and correctly kept, and 
we certify that the financial statement made by the Secretary-Treasurer 
reflects the financial situation and the transactions of the Association as 
shown by his records. 

Respectfully submitted, 

H. C. M. Case and 

• N. R- Urquhart, Auditors 
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MINUTES OF THE EXECUTIVE COMMITTEE, AMERICAN 
FARM ECONOMIC ASSOCIATION, LARAMIE, WYOMING, 
AUGUST 17, 18, AND 19, 1949 

President Wells called the meeting to order at 10:00 a.m. Those present 
were: O. V. Wells, Bushrod Allin, T. X. Cowden, Asher Hobson, H. R. 
Wellman, S, C. Hudson, and L. H, SimerL Also present later were Walter 
Wilcox and the President-Elect, Warren Waite who presided at the meeting 
on the 19th, 

The minutes of the latest previous meeting of the committee were ap- 
proved. 

The Committee agreed to invite ten persons who rendered special serv- 
ices essential to the success of this annual meeting to be guests of the 
Association at the banquet* 

A motion authorizing the President and the Secretary-Treasurer to fix 
the amount of the bonds for the latter ofiS.cer and his secretary was ap- 
proved. The Committee suggested $10,000 and $5,000, respectively. 

The President rejioited that he had been unable to form a committee to 
begin the special awards program this year. He said that E. C. Young, 
F. V. Waugh, and Warren Waite had been appointed and had served as a 
committee to make recommendations as to how such a program might be 
administered. The report of this committee was received and referred to the 
President-Elect. 

Bushrod AUin reported on problems and progress in the organization of 
student sections or chapters. The Committee agreed that the AFEA 
should encourage and advise with student organizations interested in agri- 
cultural economics, but should not undertake to issue charters, approve 
constitutions, or otherwise mtervene in the management of these organiza- 
tions. It was further agreed that undergraduate students should be ac- 
cepted for membership in the Association on the same bask as graduate 
students, that is, ujion certification by the head of the department giving 
instruction in agricultural economics and the payment of an annual mem- 
bership fee of $3.00. 

Dr, Hudson, on behalf of the Canadian Agricultural Economics Society, 
invited the Association to hold its annual meeting in Canada in 1951. 

Dr. Cowden, on behelf of the Michigan State College, invited the Asso- 
ciation to meet at East Lansing in 1951 or any succeeding year. 

E. C. Young reported on the possibility of the International Confer- 
ence of Agricultural Economists being held in the U.S.A. in 1951. In that 
event the AFEA should consider the advisability of coordinating its annual 
meeting with that of the International group. 

Mr. Wells reported on arrangements for joint meetings with the Ameri- 
can Economic Association and related societies in New York in December. 

The Committee agreed to recommend to the members that a regktration 
fee of $1.00 be charged at the next annual meeting. Thk would help meet 
expenses of the meeting and balance the budget. 

The Secretary-Treasurer was instructed to prepare membership and 
financial reports as of June 30, 1949 that can be used for comparative 
purposes for the fiscal year ending June SO, 1950. He was also requested to 
prepare and publish comparative reports as of the end of the current 
fiscal year. 
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Walter W. Wilcox was appointed Editor of the Journal for the next 
year. 

In order to furnish transfer officers of corporations with the necessary 
evidence that the Secretary-Treasurer is authorized to transfer securities 
in the name of the Association^ the following resolution was adopted. 

“RESOLYED, that the Secretary-Treasurer (L. H. Simerl of Urbana» 
Illinois) who is also Chairman of the Investment Policy Committee, be and 
is hereby authorized and empowered, for, and in the name and on behalf of 
this Association to take any and all such steps, and to do any and all 
such things, as may be necessary, required, and appropriate for, or in con- 
nection with, the purchase, acquisition, acceptance, handling, pledging, 
sale, or other disposition of stocks, bonds, and other securities belonging 
to the Association or pertmning to its business, including the execution, 
and delivery for and in the name and on behalf of the Association, of any 
and all endorsements, transfer and assignments of certificates of stock, 
bonds, or other securities standing in the name of this Association, either 
for the purpose of sale or transfer, and all such other steps and actions 
as may be necessary or proper in connection herewith.” 

The President was authorized to proceed with the special awards pro- 
gram as previously recommended by the Committee, except that the 
awards for published research consist of three awards of $250 each. 

It was agreed that the 1950 annual meeting would be held at Mon- 
treat, North Carolina* 

The President, or someone to be named by him, was authorized to go to 
Montreat to make necessary arrangements for the meeting. 

The Executive Committee directed the Secretary-Treasurer to change 
the membership to a calendar year basis as rapidly as practicable. This 
change is desirable in the interest of economy and budgeting. 

It was agreed that a directory, if prepared, should be sold to members 
at cost. 

Methods of increasing revenues were discussed. These included increased 
sale of subscriptions to commercial concerns, increased membeiship in 
foreign countries, and the sale of more advertising in the Journal* 

The Committee agreed to recommend to the membership an amendment 
to the constitution to provide for the election each year of a President- 
Elect who would serve as a member of the Executive Committee for one 
year before becoming Preadent. 

The Secretary-Treasurer presented a report indicating a probable defi- 
cit of $1,100 for the fiscal year ending November SO. 

Budget estimates for the next twelve-months’ period were approved as 
follows: 


Income 


Dues and subscriptions. . . . 

$9,000 


Sale of back numbers . . , 

500 


Sale of Journal reprints . . 

300 


Dividends and interest 

. . 2,000 


Advertising 

100 


Total Income , 



111,900 

Deficit 

... ....... 

1,100 



$13,000 
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Expenditures 


Printing J otirnal . 

$9,000 

Reprints 

600 

Annual meeting 

300 

Back numbers... . 

. , goo 

Best article award, . 

100 

Editorial expense . . 

... 750 

Library custodian. .. . 

SO 

Office supplies. 

. . igo 

Postage and wires . . 

200 

President’s expense . 

150 

Secretary’s expense 

1,550 


$13,000 

The Executive Cbmmittee on behalf of the membership adopted the fol- 
lowing resolution expressing appreciation to Dr. Vass and the staff of the 
University of Wyoming. 

**The Association takes this means of expressing our sincere appreciation 
of the many and varied efforts of the staff of the University of Wyoming 
which made possible not only the largest, but one of the most pleasant se- 
ries of meetings in this our &st, but we hope not our last, joint session with 
the Western Farm Economic Association ” 

There being no further business to come before the Committee, the meet- 
ing was adjourned. 

L. H. SiMEBL, Secretary^Treasurer 

REPORT OF THE ELECTION TELLERS 

We, the undersigned election tellers, report that we have counted the bal- 
lots cast for the Association's officers for the year 1949-50. The officers 
elected are as follows: 

President Warren C. Waite 

Vice-President. . .... Joseph Ackerman 

Vice-President, . . . . . . R. H. Parsons 

Secretary-Treasurer. . , .. L. H. Simerl 

Respectfully submitted, 

(Signed) Bushbod W. Alun 
T. K. COWDEN 



ANNOUNCEMENT OP AWARDS FOR MERITORIOUS 
RESEARCH IN AGRICULTURAL ECONOMICS 

During the year 1948, the special grants committee of the American 
Farm Economic Association solicited fmds from busmess firms and enter- 
prises for the purpose of establishing a fund from which awards could be 
made for meritorious research. At the time of the annual meeting in Sep- 
tember, 1948, Chairman Julius Hendel reported that had been 

contributed towards this fund. Followmg this date the committees of the 
Farm Economic Association have been at work developing a plan by which 
special awards could be made out of this fund. 

At the annual meeting of the Association in Laramie in August, 1949, 
a program was adopted for making the first awards during the year 1949- 
1950. Following is a brief statement of the conditions under which these 
awards will be given. 

There are two types of awards: (1) For published reports of research 
in the field of Agricultural Economics, and (^) For theses submitted m par- 
tial fulfillment for the degree of Doctor of Philosophy m departments ad- 
ministering majors in Agricultural Economics. 

Awards for FiMished Reports of Research in Agricultural Economics 

1. For the year 1950 there will be three prize awards of $250.00 each. 
Each award will be in a different field of Agricultural Economics. 

2. Papers which are submitted will be classified in the following fields 
and persons submitting the papers should indicate the field in which they 
believe they should be classified. 

(a) Farm management and production economics 

(b) Agricultural marketing 

(c) Agricultural prices 

(d) Agricultural finance 

(e) Land economics 

(f) Theory and methodology 

(g) Agricultural policy 

3. Selections will be made from published research bearing the publica- 
tion dates of 1947, 1948, and 1949. 

4. Only papers submitted by persons 40 years of age or less at the time 
of publication wfil be considered. 

5. The prize awards committee will be made up of seven persons repre- 
senting the various fields which have been designated. All will be members 
of the American Farm Economic Association. 

6. Papers should be in the hands of the Chairman of the committee, E.C. 
Young, Purdue University, on or before February 1, 1950. 

7. Members of the prize awards committee will not be eligible to sub- 
mit papers of their own. 

8. Announcement of the awards will be made on or before the time of the 
1950 annual meeting of the American Farm Economic Association. 
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Announcement of Awards 


Awards for Doctor^s Theses 

1. iFor the year 1950 the awards will be as follows: (a) First award 
will be $260.00, and (b) two special awards of $100.00 each. 

2. Theses in any field of Agricultural Economics may be submitted. 
Theses prepared by candidates for the Ph.D. degree in any department of 
Economics or Agricultural Economics in the XJnited States are eligible for 
consideration. 

S. Selections will be made from theses submitted during the calendar 
years 1947, 1948, and 1949, 

4. The head of each department of Agricultural Economics or Eco- 
nomics in the United States where Ph.D. programs are administered will be 
eligible to submit one thesis. 

5. Theses should be in the hands of the Chairman of the Committee, 
E. C. Young, Purdue University, on or before February 1, 1960. 

0. The prize awards committee will be made up of three persons, all of 
whom will be members of the American Farm Economic Association. 

7. Annoimcement of the awards will be made on or before the time of the 
1950 annual meeting of the American Farm Economic Association. 

8. No paper shall receive more than one award but a published Docloris 
thesis may be submitted in both classes. 

Waeben C. Waite, President 
Amerwan Farm Economie Assooiation 



REPORT OF THE EDITOR 

The new editor took over his duties beginning with the May 1949 issue* 
Eveiy effort was made to contmue the high standards maintained by the 
retiring editor. The following tabular data indicates the use made of the 
JoTiRNAi* pages in 1949 as compared with 1948. (The Proceedings of the 
Annual Meeting held in 1948 and printed in February 1949 are included 
in the statistics for 1948.) 




1948 

1949 

Articles in regular issues 


Number 

SB 

SB 


Pages 

550 

519 

Notes in regular issues 


Number 

2B 

24 


Pages 

137 

126 

Book Reviews in regular issues 


Number 

SO 

SI 


Pages 

67 

68 

News Items in regular issues 


Pages 

26 

26 

Papers in Proceedings 

Number 

80 

59 


Pages 

451 

486 

Discussion in Proceedings 


Number 

24 

25 


Pages 

82 

45 

Number of Different Authors in 

Regular Issues and Proceedings 


177 

168 


The Executive Committee at its last meeting instructed the editor to 
keep the Proceedings issue within 400 pages and set a maximum of 1200 
pages for the year. Since the editor was unable to keep the Proceedings 
within the designated number of pages, an attempt will be made to keep 
the regular issues down to 175 pages and yet print as many articles as 
before. The cooperation of the membership in submitting somewhat 
diorter articles will be appreciated. 

Walter W. Wilcox 
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1949 
SUBJECTS 

(Due to duplication, in page numbers, those from the February, 1949 
Proceedings issue are indicated by a p folio^nng the number.) 


Acreap^ limitation in Federal irriga^ 
tion projects with particular refer- 
ence to the Central Valley Project 
of California, 978 
Discussion, 98^ 988 
Actuarial Structures for Crop Jhsms 
ance, 418 

Adaptation of the farm capital structure 
to uncertainty, 76 

Aggregative theories, implications of for 
agncultural economists, 881 
Agricultiiral Act of 1948, 227p 
Agncultural empbyment atid wage 
rates, estimates of, 2S3 
Agriculture in a stabilized economy, 

201p 

Agricultural labor, seasonal, bilateral 
monopoly, 101 

Agricultural marketing reseturch at the 
University of Chicago, 1218 
Agricultural Policy, current trends, 800 
Comments, 806 
Amcuitural policy, 21Sp 
Discussion, 224p 

Agricultural production, measurement 
of, 213 

^Analysis of the economy of use of farm 
labor in the Com Sclt, 374p 
Animal fats and oils, situation and out- 
bok, 881p 

Balanced farming, the Missouri Flam 
870 

Basic economic and welfare aspects of 
farm technological advance, 293 
Bilateral monopoly, with speoal refer- 
ence to seasonal agricultural labor, 
101 

Brannan pbn and farm adjustment op- 
portunities in the cotton ^uth, 487 
Brannan’s farm program and Great 
PImus agriculture^ 497 

Canada, experience with piovindal 
marketing schemes, 610 
Fed^al market^ and price support 
ledslation in, 594 

Agricmtural price problenss and poli- 
ces in, 

Canadian agricultural manpower 
problems, 385p 


Capital structure of the farm, adapta- 
tion to uncertainty, 70 
Capital-labor substitution m cotton 
farming, S70p 

(Census, 19^, of Agriculture, plans for, 
1284 

Discussion, 1298, 1295, 1296 
Coarse grains, proposal to market 
through Canadian TOieat Board, 
643 

Coming re^justments in agriculture, 
domestic phases, 1 
Discussion, 16 
International phase, 19 
Conservation, western range land use 
and problems, 985 
Discussion, 994 

What John Smith needs to know about 
the benefits and costs of soil con- 
servation, 661p 

Methods of evaluating soil conserva- 
tion measures, 655p 
Interregional economic and social as- 
pects of an objective evaluation 
of soil conservation, 660p 
Cooperating in objective soil conser- 
vation research, 664p 
Cooperatives 

Unsettled questions relating to agri- 
cultural cooperatives, 567p, 577p 
Discussion, 574p 

Membership and publicrelatbns, 581p 
Kural producing, status and possi- 
bilities of, 697 

Integrating economic and legal 
thought on, 891, 908 
Discussion, 915 

Comments on ^icdtural policy, 806 
Com Belt agriculture, h^h level sup- 
port prices and, 509 
Cotton mechanization* its probable in- 
fluence on marketmg, 410p 
Cotton South, the Brannan plan and 
farm adjustment opportunities in, 
487 

Current status of marketing agreements 
for fruits and vegetables, 1228 
Current trends in agricultural policy, 800 

Department of Agriculture, Mr. Hoov- 
er's, 201 
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Developing and applying production 
functions in farm management, 
1058 

Development of basic data under tibe 
Besearcb and Marketing Act, 1®55 
Discussion, 1S62 

Development of re^onal cotton market- 
ing research, 1207 

Development of wheat marketing policy 
in Canada, 627 

Domestic phases, coming readjustments 
in agriculture, 1 
Discussion, 16 

£CA in action on the food and agricul- 
ture fronts, 317 

Economics for tke farmer, S80 
^l^noxnics of minimum wages in rela- 
tion to the agricultural labor mar- 
ket, 716 

Egg pi^uction, input-output relation- 
in, 687 

^ Egg project, midwestern, 1203 
^ Jgfltim ates of agricultural employment 
and wage rates, 283 

European recovery program and the 
American farmer, 519p 
Discussion, 533p 

Eiqierience with provincial marketing 
schemes in Canada, 610 

Experiment station research, social 
sciences, 253 
^ Extension 

introduction to extension economics, 

682p 

Useful techniques in an extension pro- 
gram 

In agricultural policy, 687p 
In marketing, 690p 
In farm management, 6dSp 
In economic prinaples as applied to 
agriculture, 697p 

Extension’s role in getting results of 
marketing research translated into 
action, 1181, 1187 

Farm business survival 
Under extreme weather risks, 931 
In areas of highly variable rainfaU, 
944 

Discussion 951, 953 

Parmer’s price anticipations and the 
role of uncertainty in farm plan- 
ning, 266 

Parmen-worker relationships, 378p 

Farm management 
Production functions in, 1058 
Measuring management factor, 1065 
Multivariate analysis of data, 1073 
Discussion, 1078 


Farm Tenant Purchase program, ten 
years of, 469 
Fats and oils 

Outlook for world production and use, 
S25p 

Situation and outlook, 331p 
Discussion, ^9p 
Federal aid to irrigation, 965 
Federal^ marketing and price support 
legislation in Canada, 594 
Field of agri^tural marketing re- 
search: objectives, definition, con- 
tent, criteria, 444 

Food and Agriculture Organization, food 
situation in Europe in relation to, 

268p 

Food production potentialilies and 
problems, 251p 
Discussion, 262p, 265p 
Foreign trade policy — which way, 814 
Fu^er comment, 825, 832 
Food situation in Europe m relation to 
work of FAO, 268p 
Florida citrus agreement, 1237 
Foreign food policy, issues in, 281p 
Discussion, 290p 

U. S. Foreign trade policy, a practical 
appros^, 504p 
Discusfflon, 516p 
Fruit and vegetable marketing 
National consumer preference study 
for potatoes, 620p 

Quahty factors affecting price of 
peaches on Benton Harbor mar- 
ket, 631p 

North central states regional potato 
marketing project, 626p 
Detenninmg consumer preferences for 
sweet potatoes, 6S5p 
Functional approach to effective farm 
labor utihzation, 332p 
Future, agriculture’s, planner’s tow of, 
29 

Future of the Great Plains reappraised, 
917 

General price level, significance of, and 
related influences, to 
American agriculture, 779 
Further comment, 788, 793 
Graduate training 

Can graduate trabing rise above in- 
stitutional inbreedmg of ideas, 
537p 

Specialization versus diversification m 
course work, 540p 

Dual responsibility between the gra- 
duate assistant and the univer- 
sity, 542p ^ 

How to stimulate the graduate stu* 
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dent’s interest in professional 
publication, 546p 

Vocational goals of the graduate stu- 
dent, 549^ 

Great Plains agriculture and Brannan’s 
farm program, 497 

Great Flams, future reappraised, 917 

High level support prices and Corn Belt 
agriculture, 509 

Implications of aggregative theories for 
agricultural economists, 851 

Implications of particular economics in 
agricultural economics methodol- 
ogy* 837 

Importance of irrigation in the economy 
of the west, 955 

Income, farm people 
Measuring, 1102 
Poverty within agriculture, 1112 
Discussion, 1113, 1117, 1118 

Input-output relatiouships in egg pro- 
duction, 687 

Institutional changes affecting the agri- 
cultural outlook 
Agriculture, 1121 
Busbess, 1132 
Labor, 1141 

Insurance, crop, actuarial structures 
for,418 

Integrating economic and legal thought 
on agricultural cooperatives, 891, 
908 

Discussion, 915 

International phases, cmming readjust- 
ments in agricmltnre, 19 

Icrigation, importance of in the economy 
of west, 955 
Federal aid to, 965 
Acjreage limitation in federal projects 
with particular reference to the 
Central Valley Project of Cali- 
fomia, 976 
Discussion, 982 

Issues in American foreign food pohcy, 

281p 

Discussion, 290p 

Japan, the race between food and popn- 
latioD, 276 

Labor, farm 

Capital-labor substitution in cotton 
farming, 370p 

Economy of use of farm labor in Com 
Belt. S74p 

Fanner-worker relationships, S78p 

^Functional approach to effective farm 
labor utilization, S82p 


Canadian agricultural manpower 
problems, 385p 

Labor’s aims and what they mean to 
agriculture, 1141 

Land reform and the transformation of 
agriculture in Hungary, 456 

Land use pohcies in river basins 
Political and other processes m for* 
mulating and implementing, 392p 
Physical, economic and social factors, 
401p 

Bole of the agricultural econonust in 
formulation of, 405p 

Logical foundations of economic re- 
search, 656 

Mailed inquiry and methods ofjncreas- 
ing returns, 1265 
Discussion, 1273 

Making pnce research useful, 1099 

Maine potato marketing agreement and 
order, 1244 

Marketing Agreements 
Current status of, for fruits and vege- 
tables, 1228 

Florida citrus agreement, 1237 
Maine potato marketing agreement, 
1244 

Marketing research 
Besearch in cotton marketing, 415p 
Amcnltural marketmg research,^553p 
Discussion, 662-566p 
Field of; objectives, definition, con- 
tent, criteria, 444 

Und^ the Besearch and Marketmg 
Act, 1148 

Administering market research: west- 
ern problems, 1156 
Northern problems, 1164 
Discussion, 1172 

Making marketing research useful, 
U7S 

Extension’s role in getting results of 
marketing research transkted 
into action, 1181, 1187 
Midwestern egg project, 1203 
Develoi>ment of region^ cotton mar- 
keting research, 1207 
Agricultu^ marketmg research at the 
University of Chicago, 1213 
Discussion, 1224 

Elementary economic theory of mar- 
keiing control, 1247 
Development of basic data under the 
Besearch and Marketmg Act, 
1255 

Discussion, 1262 

Measurement of agricultural ^educ- 
tion, 213 
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MeasTiring the incomes of farm people^ 
1102 

Measuring the management factor, 1005 
Methods employed in an analysis of the 
spread between farm and consumer 
milk prices in New York city, 1194 
Midwestern egg project, 1203 
Milk pricey methods employed in an 
analyffls of the spread between farm 
and consumer, in N. Y. city, 1194 
Formula pricing of Class I milk under 
market orders, 420p, 528p, 434p. 
Principles for pricmg milk, 488p 
Missouri plan, (balanced farming), 870 
Missouri River development program, 
1010 

Economist's appraisal, 1017 
Conservationist's appraisal, 1024 
Engineer’s appr^^, lOSO 
Monopoly, bilateral, with special refer- 
ence to seasonal agricultural labor, 
101 

Mr, Hoover’s Department of Agricul- 
ture, 201 

Multivariate analysis of farm and ranch 
management data, 1073 
Discussion, 1078 

Needed new directions in agricultural 
price analysis, 1080 

New directions for land economics re- 
search 
West, 1035 
Northeast, 1043 
Discussion, 1054, 1055 
North Dakota farm size trends, 588p 

Objectives, effects and costs of feed 
grain storage, 098 
Discussion, 1008 

Our amazing population upsurge, 765 
Outlook 

Outlook for world fats and mis pro- 
duction and use, 325p 
Use of outlook in an extension pro- 
gram, 640p 

Outlook and farm management, 642p 
Development and use of economic in- 
formation and forecasts by indus- 
try, 646p 

Particul^ economics, implications of in 
agricultural economics methodol- 
ogy, 837 

Planner’s view of agriculture’s future, 29 
Planning under the Research and Mar- 
keting Act of 1946; a study in the 
sociology of knowledge, 48 
Plans for the 1950 Census of Agricul- 
ture, 1284 

Discussion, 1293, 1295, 1296 


Population, our amazing upsurge, 765 
Race between food and, in Japan, 276 
Population world trends, 237p 
Poverty within agriculture, r^ecrions 
on, 1112 

Discussion, 1113, 1117,, 1118 
Presentation of agricultural data in the 
states, 309p 

Principles for pridng market milk, 438p 
Price ansdysis 

Statistics and research in price analy- 
sis, 714p 
Discussion, 722p 

Agricultural, needed new directions, 
1080 

Statistical issues in price research, 
1089 

Using research, 1096 
Research, making useful, 1099 
Problem of farm business survival in 
areas of highly variable rainfall, 944 
Discussion, 951, 958 
Proposal to market coarse grains 
through the Canadian wheat board, 
643 

Readjustments in agriculture, coming; 
domestic phases, 1 
Discussion, 16 
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